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powerful interactive A It will bring people together 
around the world and enrich everyday life with new levels 
of convenience and freedom. At-NTT DoCoMo we're 


working toward ever-higher levels of. mobile commu- 





nication; taking our dreams for a brighter future, and 
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making them real. 


Keiji Tachikawa 
President & CEO 
NTT DoCoMo, Inc 
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*FOMA (Freedom Of Mobile multimedia Access) is the name 
used in Japan for NTT DoCoMo W-CDMA services 
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January 


The connoisseur’s millennium 
has begun. Sweden inherits 
the European Union (ev) pres- 
idency from France for six 
months. Romania takes charge 
of the Organisation for Secu- 
rity and Co-operation in Eu- 
rope. Ireland, Norway, Singa- 
pore, Colombia and Mauritius 
settle into the United Nations 
Security Council for two years. 


Greece becomes the 12th 
country to join the euro. 





Australia abais 100 years 
of independence, while Britain 
notes the centenary of Queen 
Victoria’s death. 


It is 200 years since the Act of 
Union between Britain and 
Ireland. 


Peace accords in Aceh, a sepa- 
ratist-minded province in In- 
donesia, are due to expire. 


Thailand and Portugal both 
hold elections, respectively 
parliamentary and presiden- 
tial. In Senegal voters decide 
on a new constitution. 


Marking the end of the Roman 
Catholic jubilee year, Pope 
John Paul 1 appoints a swathe 
of new cardinals. 


Ten years after the Gulf war 
began, will there be protests 
over sanctions on Iraq? 


The Chinese Year of the Snake 
begins. 


“Is the global economy going 


off-piste? The World Economic 
Forum gathers in Switzerland 
for its annual love-in on the 
slopes of Davos. 











America inaugurates George 
Bush as its 43rd president. Bill 
Clinton’s presidential immu- 
nity expires. 


February 


Jean-Bertrand Aristide, a for- 
mer priest, should be inaugu- 
rated as president of Haiti. It 
will be his second term; his 
first was interrupted by a 
coup. 


Israel’s prime minister, Ehud 
Barak, battles for re-election 
against the hawkish Ariel 
Sharon. 


Fifteen years after it was 
launched, Russia’s Mir space 
station is set to fall to earth. 
Pack an umbrella. 


Watch out for wobbles. A con- 
ference on natural disasters 
takes place in earthquake-hit 
Kobe, Japan. 


March 


The London Stock Exchange 
marks its bicentenary, al- 
though it may be pocketed by 
overseas interests. 


The goth annual Golden 
Shears competition of sheep- 
shearing takes place in Mas- 
terton, New Zealand. 


Two African elections: a par- 
liamentary one in Lesotho, 
and a presidential one in Be- 
nin. Regional polls.in two Ger- 
man states, local voting in 
France, and a Swiss referen- 
dum on £u membership. 


In Uganda President Yoweri 
Museveni must call an elec- 








tion between now and the 
end of May. 


The Organisation of etroleum 





More fur is likely t the tenth 
annual international Uro con- 
vention, in Laughlin, Nevada. 
And in Britain the Country- 
side Alliance holds a protest 
rally. 


An Africa-Eu meeting is due 
in Addis Ababa, capital of 
Ethiopia, preparing for a min- 
isterial meeting by year-end. 


April 
Al-Hijra, the Muslim new 
year’s day, begins the year 


1422. 


Another presidential election 
takes place in Peru to find a 
replacement for self-exiled Al- 
berto Fujimori. 


Faroe Islanders vote in a ref- 
erendum on independence 
from Denmark. 


President Fidel Castro of Cuba 
celebrates four decades since 
the Bay of Pigs fiasco. Basques 
mark Homeland day. North 
Korea celebrates Sun day (on a 
Thursday), the birthday of the 
country’s late Great Leader, 
Kim Il Sung. 


It is World-Earth day, all over 
the planet, then International 
Television Turn-Off week. 





— 














In Quebec, Canada, 34 heads 
of state gather for the third 
summit of the Americas, Will 
George Bush arrive with trade 
negotiating authority from 
Congress? 








A general election is expected . 
in Italy. The two front-runners 
for the job of prime minister 
are Silvio Berlusconi, a media- 
magnate and former prime | 
minister, on the right, and 
Francesco Rutelli, affable 
mayor of Rome, on the left. 

| 





Where were you last night? 
Britain submits to a national 
census. 


May : 
After the head count, the vote. 
counts. Britain’s general elec- ` 

tion is expected early this 

month, and will probably be | 

won by the ruling Labour 

Party. Parliamentary voting | 

also takes place in the Philip- | 

pines and, probably, Poland. 


The £u opens its door a chink, | 
dropping a visa requirement 


| for Bulgarians. 


| 
For the first time since 1922, | J 

Britain’s FA cup football final | 

is held away from. Wembley. | 
A follow-up to last year’s i 
failed climate-change talks in | 
The Hague is held in Bonn, 
Germany. | 
i 
lj 


Australia’s National Sorry day 
and National Reconciliation | 
week both focus on the treat- | ; 
ment of aboriginal children. i4 
i 


The third un conference on 
less-developed countries is 

held in Brussels. In America 
the National Rifle Association "7 
meets. 











AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM +} 


THE ECONOMIST JANUARY 6TH 2001. + 















I 








une 





! Bulgaria and Albania have 

< parliamentary polls, and Iran 
r and Mongolia hold presiden- 
“| tial elections. 


_ The un General Assembly 
meets for-a special session on 
| aus in Africa. The Federation 
| of European Stock Exchanges 


|. holds its annual general as- 


| 


} sembly in Paris. The Interna- 

t tional Whaling Commission 
meets in London. 

| Will the deadline be met for 

| full implementation of the 

| Good Friday Agreement in 

| Northern Ireland? 





| clares its first worldwide 

| World Refugee day with a 

, ceremony at the Statue of Lib- 
” erty in New York. 


The un’s refugee agency de- 
| 
| 


The best vantage points to en- 
: joy the sun’s total eclipse are 
_ in southern Africa and South 


p) America. 


Sweden's half-year spell in the 
t EU presidency ends with a 
: summit in Gothenburg. Bel- 


| gium picks up the baton. © 


! Uganda, Tanzania and Kenya 
. should convene a new legisla- 
: tive assembly for East Africa, 
|, 24 years after their first one 


| Japan’s election for the upper 
|, house of parliament will be 
seen as an unpopularity test 
for the government. 
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Russia should have shut the 
last of its military bases in 
| Georgia by now. 


H n 
Leaders of the G8 countries 
meet in Genoa, northern Italy. 


{ 
i 





2&3 


wal pre der wer eM LAN LA 


The International Olympic 
Committee (10c) picks the 
host of the 2008 summer 
games. Juan Antonio Sama- 
ranch steps down after 21 
years as 10C president. 





It is 25 years since a spaceship 
landed on Mars. 


A photo-Finnish? The tenth 
annual wife-carrying cham- 
pionships takes place in Son- 
kajarvi, Finland. Next month 
Finland holds the Air Guitar 
World Championship. 


August 


It is 40 years since the Berlin 
Wall was built. 


Pull on your Lederhosen for a 
festival in Windischgarten, 
Austria. 


The world athletics champion- 
ships take place in Edmonton, 
| Canada. 


| September 


Norway holds a parliamentary 
election. 


The Eurasian Economic Com- 
munity, comprising Russia 
plus four former Soviet repub- 
lics, meets for the first time. 


Rosh Hashanah ushers in 
Jewish new year 5762, and 





| 


i 
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the year, falls later in the 
month. In Berlin, a long- 
planned Jewish museum is 
opened officially. 


The American Bankers Associ- 
ation holds its annual conven- 
tion. The Federation of Euro- 


| Asian Stock Exchanges meets 


in Bishkek, Kirgizstan. 


| In Geneva the un’s food and 
| health organisations discuss 


pesticides. 


The Chinese steer a course be- 
tween tears and cheers: it is 25 ` 
years since the death of the 
“Great Helmsman”, Mao Ze- 
dong. 





Don't hold your breath. This 
month sees World Peace day 
and Europe’s Car-Free day. 


October 


The mr and the World Bank 
meet for their annual chats. 
Beware of street protesters in 


| Washington, pc. The Asia-Pa- 


cific Economic Co-operation 
countries get together in 
Shanghai. 


Parliamentary elections are 
due in Argentina, Bangladesh 
and with a presidential poll 
too, in Zambia. The Gambia 
has a presidential vote. 


Hindus celebrate Diwali, the 
festival of lights. 


India hopes to launch its own 
weather satellite, from Srihari- 
kota in southern Karnataka. 


It is the UN’s International 
Day for the Eradication of 
Poverty. And the organisa- 


| tion’s annual African De- 


| Yom Kippur, the holiest day of | velopment Forum meets. 








i November 


A parliamentary election is 
due in Jordan, and legislative 

| and presidential ones in Nica- 
| ragua and Honduras. New 

| York city votes for a mayor. 
Whozzoner? Bill Clinton has 

| been touted. 


Residents of Vieques, an is- 

land part of Puerto Rico, vote 
on evicting the American navy | 
from a base there. 


| Muslims begin fasting for the 
month of Ramadan. 

A European banking congress 
is held in Frankfurt. The 
World Heritage committee of | 
the un’s education and culture 
agency, meets. And leaders of 
the 16 countries of the Central 
European Initiative gather too. 


December 


Unlucky for many. World 
aips day is marked for the 
13th year. 


Chile holds a congressional 
election. Eritrea may hold a 
legislative vote. 


Although it is 15 years since a 
disastrous gas leak in Bhopal, 
in northern India, which killed 
some 5,000 people, several 

| thousand compensation 
claims still await government 
attention. 


Nobel prizes are awarded. 
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G 
After a summit in Brussels, 
Spain prepares for the eu 
presidency. January 2002 also 
brings euro coins and notes 
for 12 European countries. 


Compiled with help from Future Events 
News Service, London. 
http://www.hubcom.com/fensnews/ 
IndexFramesethtm 

tel 44 (0) 20 86723191 
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But we endorsed Bush 


Sm—The “accidental president” 
cover and leader (December 16th) 
clearly demonstrates your liberal 
bias and is a sad attempt to attack 
the presidency of the United 
States. George Bush won the state 
of Florida in three counts. What 
else do you liberals want? You 
point out that Katherine Harris is 
the Bush campaign’s chairperson 
for the state of Florida, but fail to 
point out that the Florida attor- 
ney-general was a Gore campaign 
chairperson. Do you truly believe 
that Al Gore won? 

Also, I would like to point out 
that Gore voters are the ones who 
claim that they lack the intelli- 
gence to vote properly. What does 
that say about the future of the 
Democratic Party? I resent the fact 
that your newspaper has taken 
an extreme leftist position on this 
issue. 
Pinole, 
California 


SANDEEP AUJLA 


Sirn—Please, let us drop the left- 
wing slant towards the Demo- 
cratic Party. Newspapers need not 
be totally impartial, but I believe 
it behoves The Economist at least 
to get its facts straight. You say 
that “Bill Clinton won the presi- 
dency under far more auspicious 
circumstances.” May I point out 
that he won only 43% of the pop- 
ular vote in 1992, getting 44.9m 
votes. Mr Bush obtained 49.8m 
votes in this election, giving him 
more than 48% of the popular 
vote. 


Prague 


PAUL WISGERHOF 








Sir—“The accidental president’? 
Hardly. Mr Bush will become 
president because of the consis- 
tent and well-funded support of 
conservative Republicans, espe- 
cially those on the Supreme 
Court. He had a great public- 
relations team and benefited 
handsomely when all those peo- 
ple could not manage to punch a 
voting card correctly. The Repub- 
lican Party worked hard to suc- 
ceed against heavy opposition. 
You make a good point that 
Mr Bush has started off with low 
expectations. Those who did not 
vote for him expect tax cuts for 
the rich, dismemberment of the 
Environmental Protection Agency 
and a ban on abortions. But he 
might produce some surprises. 
Perhaps, because he knows he is 
not very talented himself, Mr 
Bush appears willing to bring in 
good advisers, and listen to them. 
If the advisers can keep a consen- 
sus, the Bush administration may 
not turn out so bad. 
El Cerrito, 


California STEVE GELLER 


Sin—The Economist deservedly 
serves as a model of style and us- 
age but a call for the world to dis- 
pense with George Bush’s “W” is 
ill considered. Surely, there is a 
need to distinguish between 
George Bush and George Bush. If 
your objective is to save ink, you 
will not: to avoid ambiguity, ev- 
ery mention of this or that George 
will probably be followed by an 
inky clause like “the elder”, “the 
younger”, “the former president” 
or “the current president”. I did 
my bit to help the world’s pub- 
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lishers conserve ink, but the better 
and more succinctly named can- 
didate fell short. 
Seattle 


Mark Ostrow 


Sir—Your “accidental president”, 
under a spotlight on the cover 
needs to make an urgent trip to 
Savile Row in spite of the Ameri- 
can “dress-down” craze. Did you 
look at his suit? 


Milan JOHN HUBBER 


Imperial Japan 


Sir—l am astonished to read in 
your article on reforming Japan’s 
schools (“Less rote, more variety”, 
December 16th) that the 19th- 
century Imperial Rescript on 
Education was a notorious docu- 
ment, which paved the way, in 
the 1930s, for the mass indoctrina- 
tion of Japanese children in em- 
peror worship. The rescript was 
an ethical document, based on 
Confucian values. It called on 
young people to be nice and 
benevolent to everyone, behave 
modestly, perfect their moral 
strength, cultivate arts and sci- 
ences, advance the public good, 
respect the constitution and the 
laws, and in an emergency be 
ready to die for the country. 
There was nothing notorious in 
this document, and every democ- 
racy today could endorse its basic 
tenets. In fact, the Christian leader 
at that time, Ebina Danzo, recom- 
mended that it should be in- 
cluded in all Christian sermons. 
The fact that in the late 1930s and 
early 1940s the militarists used 
this rescript to indoctrinate Japa- 
nese children to ultra-national- 
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unpleasant authoritarianism in 
its current leadership—but there 
is nothing “contemptible” in the 
approach to the gu. Sadly, many 
supporters of the current trend of 
European affairs treat opponents 
of the £u as beyond the pale. 

London Tom BuRROUGHES 
AAPEEE matinee cine ee | 


A dog's life 


Sir—As you imply, eating dogs is 
just as disgusting as eating pigs, 
who are equally intelligent and 
sensitive (“Man bites dog in Thai- 
land”, December 16th). However, 
in Vietnam there is another twist: 
before they are eaten, the dogs 
might be beaten to death over 
several hours, or have their fur 
burnt off with a blowtorch while 
they are still alive. Insecure Viet- 
namese men believe that the 
adrenaline in the animal’s body 
increases their sexual prowess. 

Prague PauL Kan. 
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Mind your language 


Sır—I have doubts about the sin- 
cerity of the responses you re- 
ceived from German politicians 
regarding their foreign-language 
skills (“Parlez-vous Anglais?”, De-; 
cember 16th). in this country, 
politicians frequently suffer from 
a serious lack of modesty and of- 
ten find it difficult to concede 
their weaknesses. Most will have 
answered with an emphatic’ 
“yes”, even if they only had ai 
couple of years in school 40 years, 
ago. The distinguished member, 
of the German cabinet would be 
hard pressed if they actually haq 
to get by in the languages they 
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dynamics 
human dynamics is a leading Austrian provider of premium consulting services 
to its clients in both public and private sectors throughout the EU, Central & 

— (We e ee] Eastern Europe, the CIS, the Middle East and the Mediterranean Countries. 


consulting & research 





A Challenges: Opportunities now exist for consultants with in-depth knowledge and experience in the areas listed below for long term, short i 
term and retained consultancy assignments for our global network. | 


+public finance +CEE/NIS-EU legal approximation ++Caspian Basin energy sector 
customs operations & IT systems +CEE/NIS telecom managers +CEE/NIS TPP management | 
tax administration/tax HRD +CEE/NIS defence industry procurement & restructuring FRY financial services | 
+public administration reform regulatory authorities: financial services/telecom/energy +FRY industrial management 


A junior project/business development manager (in-house) 


A Requirements include: Qualifications related to the above; a minimum of 5-8 years work experience (2-4 years for the junior project/business 
development manager) which may include top level civil service, politics, private sector, lobbying or journalism; excellent English verbal & 
written communication skills; other languages highly desirable; resourcefulness, client orientation, strong conceptual, analytical & reporting 
skills; outstanding track record of successfully completed assignments. 

A Benefits: human dynamics offers competitive remuneration packages according to qualifications and experience plus premiums for outstanding 
performance. 

A Contact: If you are interested in contributing to the success of our challenging assignments you are invited to send your CV in electronic 
form, indicating and ranking specific area(s) of documented expertise, your preferences for long-term or short-term assignments and 
remuneration history to: 





human dynamics Int'l Recruitment He: 


umarkt 27 A-1030 Vienna Austria e-mail: recruitment@humandynamics.org website: humandynamics.org 








REGULATORY ECONOMIST 


Salary £37,183 - £44,552 (more for an exceptional candidate) London EC1 


The Office of the Rail Regulator (ORR) is an independent public sector body with a range of statutory powers that are 
used to regulate Railtrack's stewardship of the national rail network, investment in. the rail industry, and other key aspects 
of rail service provision particularly concerning those with monopoly and dominant positions. Our aim is to use these 
powers to create a better railway for passengers and freight customers, and to facilitate growth in the industry. 


The Directorate of Economics & Finance takes the lead role within the Office on the periodic review of Railtrack's access 
OFFICE of the charges and provides economic and financial advice on all other areas of the Office's work. This includes charges relating 
RAIL REGULATOR to track, station and depot access for freight and passenger operations, as well as issues under the Competition Act 1998, 


The Regulatory Economist is a new post reporting to the Chief Economist. The successful candidate will have broad 
responsibility for ensuring that all aspects of policy are consistent with best practice in other regulated industries. The 
post holder will also be responsible for economic input to policy in relation to the basis for charges, including the 
structure of charges, finalisation of the review of freight charges and implementing the framework which has been 
established for infrastructure enhancements. 


To be successful you will have a degree in economics or a related discipline as well as 3-5 years’ experience in consulting, 
economics, finance or industry. A proven track record of contributing to and developing policies {s a pre-requisite as are 
excellent communication skills, including the ability to explain and write about complicated economic issues for non- 
specialist audiences. Excellent organisational, planning, project management and interpersonal skills are also essential 
together with the ability to be resilient and flexible, coping with a demanding workload and changing priorities. 


Secondment from an existing employer will be considered. 


For further details and an application pack please telephone 020 7282 2061 (24 hour answerphone) or e-mail: 
hrrecruitment@orr.gsi.gov.uk quoting reference 01/01. The closing date for applications is 26 January 2001. 
Interviews will be held on 9 February 2001. 


$ The ORR is committed to equal opportunities. We welcome applications 
from candidates regardless of gender, ethnicity, disability, 


; z sexual orientation, religious belief, or any other irrelevant factor. C A P I T A RÁ S 
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EXECUTIVE FOCUS 





International 
Monetary 
Fund 


Washington D.C. 


Director, Independent 
Evaluation Office 


The IMF invites applicants for the position of Director 
of the newly established Independent Evaluation Office 
(EVO). The Executive Board has established EVO to 
promote greater understanding of the work of the Fund 
throughout the membership, support the Executive 
Board's institutional oversight responsibilities, and 
help strengthen the Fund’s external credibility. EVO 
will be independent of Fund management and staff, 
and will operate at arm's length from the Fund's 
Executive Board. 


Qualifications 

The Director of EVO will coordinate the independent 
evaluation of programs and policies relevant to the 
Fund’s mandate. The Director, who may come from any 
of the Fund’s member countries, must have substantial 
work experience at very senior levels in the manage- 
ment and/or evaluation of economic policy. The 
Director should have outstanding leadership qualities 
and managerial skills, and be highly respected by peers. 
The Director should possess outstanding analytical 
and interpretive skills; an established command of 
economics; familiarity with the Fund's mandate and 
operations; and outstanding oral and written commu- 
nication skills. Proficiency in English, which is the 
working language of the Fund, is required. Knowledge 
of other languages is desirable. Ideal candidates would 
be those who are currently working or have previously 
worked at very senior levels in a national administration 
or international organization involved in the analysis, 
evaluation, and/or establishment of economic policy. 


The selected candidate should be available to take 

up the position by spring 2001. Interested candidates 
should send their resume by January 19, 2001, to Penny 
Simon at the Executive Search Firm of Ray & Berndtson. 


Email: psimon@rayberndtson.com 
Fax: (212) 370-1462 
mail: Ms. Penny Simon 
Ray & Berndtson 
245 Park Ave., 33rd Floor 
New York, New York 10167 









































Further details about the role and function 






of the IMF are provided on its Web site: 


http:/www.imt.org 












PROVOST | 








The Aga Khan University welcomes nominations and applications for the 
position of Provost. 


Chartered in 1983 by the Government of Pakistan as the country s first 
private international university, The Aga Khan University (AKU) is com- 
mitted to excellence in education, research and service. The University 
strives for quality, international standards and relevance in all of its pro- 
grams and selects its faculty, staff and students on the basis of merit, 
irrespective of gender, race, religion or domicile. Student admission is 
on a needs-blind basis. 


Currently, the University includes a Medical College and a School of Nurs- 
ing, both working in an interactive partnership with The Aga Khan Uni- 
versity Hospital, and located on an 84-acre site in Karachi. This campus 
reflects the architectural ambiance of the Islamic tradition and has be- 
come a significant landmark.An Institute for Educational Development is 
located on a separate purpose-built campus.A new 400-acre campus will 
house a College of Arts and Sciences. As an international institution, the 
University is establishing academic programs beyond Pakistan, through 
an Institute of Islamic Civilizations in London and programs in Advanced 
Nursing in East Africa. Information and communication technologies 
will play an increasingly important role in such developments. The 
University has ongoing partnerships with prestigious overseas institu- 
tions and brings international expertise to bear upon the establishment 
and enhancement of its programs. 


AKU is a major component of the Aga Khan Development Network and 

is contributing in significant ways to social development, including a 
commitment to the advancement of the status of and opportunity for 
women. It prioritizes higher education and research initiatives relevant 
to the problems of Pakistan as well as the Muslim and developing worlds 
more generally, 








The Provost will serve as the Chief Academic Officer of the University 
and will be responsible to the President for academic programs and their 
development. These responsibilities include overseeing the quality and 
operation of all academic programs of the University and formulating and 
implementing academic policy in conjunction with Deans of Faculties 
and Directors of Institutes. By virtue of the office, the Provost will preside 
over the Academic Council and will also chair or be a member of such 
other academic, consultative or research forums as may be assigned by 
the President. The Provost is accountable to the President for the budgets 
and financial stability of the academic components of the University. 


QUALIFICATIONS 


A Ph.D. or equivalent, and a distinguished record of scholarship, with ex- 
tensive knowledge and leadership experience in the administration of edu- 
cational institutions and programs, at the level of vice president, provost, 
dean or equivalent senior management positions at well established uni- 
versities, International exposure to and experience in educational and re- 
search programs in the developing worlds would be highly desirable, as 
would experience in resource development including donor relations and 
grants administration. The incumbent should be a visionary and a strategic 
thinker with a breadth of outlook appropriate to a dynamic and expanding 
institution. Effective interpersonal and communication. skills are essential, 
as are a disposition to work in a collegial manner, a capacity to build con- 
sensus among multiple constituents, and a commitment to the develop- 
ment of students and faculty. Interest in multiple cultures and a commit- 
ment of at least five years in fulfillment of this assignment are expected. 














The Provost Search Committee will begin the review of applications im- 
mediately and will continue to the time of selection: Applications should 
include curriculum vitae and references with titles, complete addresses, 
e-mail and telephone numbers. Please visit us on The Aga Khan University 
web site (www.aku.cdu) and submit applications to our retained consult- 
ant: William J. Bowen, Heidrick & Struggles, Inc., 233 S$. Wacker 
Drive, Suite 5770, Chicago, IL 60606; Phone: 312-496-1794; Fax: 
312-879-1974; E-mail wjb@h-s.com 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy detailed 
below in the Directorate General Economics. The ECB has its own terms and conditions of employment, including a 
competitive salary structure, retirement plan, health insurance and relocation benefits. Candidates must be nationals of 
a Member State of the European Union. 


SENIOR ECONOMIST IN THE EU COUNTRIES DIVISION 
(Reference: ECB/308/00/TE) 

Function 

The Directorate General Economics is seeking a highly qualified and experienced Senior Economist for the EU 

Countries Division of the Directorate Economic Developments. The main task of this Division is to contribute to 

the assessment of the economic situation and outlook for the euro area, by forecasting, monitoring and analysing 

macroeconomic developments in EU countries, and assessing convergence and structural issues, both from an 
individual country and a cross-country perspective. The vacancy is in the Euro Area Countries Forecasting and 

Monitoring Unit of this Division. 

The key tasks of the successful candidate involve: 

* initiating and actively participating in forecasting short-term inflation developments in euro area countries; 

* taking the lead in the development and implementation of a framework for monitoring and analysing economic 
developments in euro area countries and the co-ordination of the preparation of related briefing material; 

e forecasting, monitoring and analysing macroeconomic developments in two euro area countries (most likely 
including Italy). 

The successful candidate will also be involved in preparing briefing material on policy-oriented issues for the members 

of the Executive Board and the Governing Council of the ECB, and for senior management attending meetings at 

European and international fora, as well as contributing to the publications of the ECB. He/she is also expected to 

conduct econometric work and to contribute to further improving the Unit’s forecasting and monitoring framework 

by developing appropriate econometric tools. The seniority of the position is commensurate with the quality, depth 
and scope with which the tasks are to be performed. 

* Advanced university degree in economics or econometrics, together with extensive practical experience in applied 
macroeconomics. A Ph.D. as well as a research and publication record are important additional assets. 

* Comprehensive experience in macroeconomic analysis and forecasting, assessing the economic outlook of euro 
area countries, as well as in preparing briefing material on economic developments and policies. Sound knowledge 
of the Italian economy would be highly valued. 

* Thorough knowledge of statistical and econometric techniques for analytical purposes. 

* Very good command of English with a proven advanced drafting ability under tight deadlines. Working knowledge of 
at Jeast one other official Community language is required. Ability to identify and address policy issues and present 
analytical findings in non-technical terms is also required. 

Applications 

Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 

together with references confirming the required experience and skills. They should be addressed, quoting the reference 

number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am 

Main and should reach us no later than 26 January 2001. Applications will be treated in the strictest confidence 

and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is 
not a substitute for the original, which must still be submitted by post. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted by post. 
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CRDI 


Centre de recherches pour le 
développement international 


IDRC 3€ 


International Development 
Research Centre 








REGIONAL DIRECTOR 
Eastern and Southern Africa 


The International Development Research Centre (IDRC) 
is one of the leading institutions in the world concerned 
with generating and applying new knowledge to.meet the 
challenges of international development. IDRC supports 
research in developing countries on key problem areas 
and builds international networks to share and apply this 
knowledge. IDRC is a Canadian Crown Corporation, 
headquartered in Ottawa, with Regional Offices located 
in Africa, Asia and Latin America. 











IDRC is seeking applications for the position of Regional 
Director for its Eastern and Southern Africa regional office 
in Nairobi, Kenya. The position reports to the President. 
The Regional Director will coordinate the scientific and 
technical delivery of the Centre s overall program in the 
region, direct the efficient and effective operation of the 
regional office, represent and promote the Centre in 
diplomatic, political and international fora, and participate 
as an active member of the Centre s senior management 
team. The ideal candidate will have a post-graduate degree 
or equivalent in a field of research or research management 
relevant to IDRC s corporate programs (Social and 
Economic Equity, Environment and Natural Resource 
Management, Information and Communication Tech- 
nologies). He/she will have at least ten years of 
professional job related experience and extensive 
management experience in an international organization 
including personnel, finance and administration. The 
candidate will have worked in a developing country and 
have substantive knowledge of the region. He/she will have 
proven leadership skills and experience in creating and 
maintaining an environment which supports team work. 
The candidate will have an interest in public policy, 
experience in interacting with decision-makers and be able 
to communicate effectively in a variety of cultural settings. 
This position is bilingual (English/French); knowledge of 
at least one Eastern or Southern African language is 
desirable. 

































Resumés should be sent in confidence to Competition 
RO-E01 no later than January 27, 2001, preferably by 
e-mail to regdir @idre.ca or by fax to (613) 238-7230. 
Mailed applications should be sent to: Human Resources, 
IDRC, P.O. Box 8500, Ottawa, ON, Canada K1G 3H9. 


Candidates can find out more about IDRC and the detailed 
job description on its website (http://www.idre.ca/careers). 







We thank all applicants for their interest and will contact those candidates 
whose skills and experience best match the requirements of the position. 


si 
IDRC IS COMMITTED TO EMPLOYMENT EQUITY. Canada 
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ADAM SMITH 
INSTITUTE 
LONG TERM PRIVATISATION ADVISERS, INDIA 





The International Division of the Adam Smith Institute works with 
leading international development agencies to help tackle poverty in the 
developing world 


In India we're providing advice and assistance in several states on 
privatisation and related reforms. We're currently setting up, staffing 
and training privatisation units and building teams of local and 
expatriate advisers to work alongside them. 


To manage this process we're looking to recruit a number of long-term ` 
resident advisers. 


You'll be professionally qualified with several years' experience of | 
advising on privatisation in developing countries. 






To succeed in this role you'll have: 


* Resilience and self reliance with excellent communication and 
writing skills. 

+ A demonstrable ability to work with and through others. 

* Personal presence and professional stature commensurate with 
this important role 









If you'd like to work with us in this highly charged and challenging area 
of reform please send your CV to 
privatisation .india@adamsmithinstitute.com or 
fax us at: +44 (0)20 7793 0090. 

There are also opportunities for short and medium term consultancy 
inputs in India and elsewhere. A rapidly growing consultancy we're 
always happy to hear from exceptional professionals who've made a 
lasting difference in developing countries. 









Challenging opportunities with a progressive team 





























Our client, The African Virtual University (AVU) is a distance education network established to 
solve the urgent problem of desperately inadequate resources in sub-Saharan Africa (SSA) 
especially in the fields of science and engineering. Established in July 1997 as a World Bank 
project, AVU has just completed a pilot phase involving two and a half years of providing courses 
to students and professionals in sub-Saharan Africa. This phase has established AVU as the first 
provider of technology-based distance education services across an entire continent. 


AVU now plans to deliver degree programmes as well as business and continuing education courses 
to 25 universities and 35 corporate centres, by October 2001. As part of its preparations for 
transition to full scale operations, AVU has recently been established as an independent non-profit 
organisation with headquarters in Nairobi and supporting offices in Washington DC. AVU is now 
seeking qualified individuals to fill the following three positions: 


Manager ~- Business Development & Marketing (BDM) 


Will have overall responsibility for developing, marketing and growing AVU’s. distance education 3 
business in Africa. Specifically, you will be required to assist existing leaming centres towards 
improved quality and performance, develop and implement standard operating guidelines for the 
existing learning centres as well as. develop private and corporate learning centres throughout 
Africa; and effectively implement AVU’s distribution model. 


Academic Officers (AO-F & AO-A) 


Academic Officers for English and French language Degree programmes 

AVU has opportunities for two Academic Officers within the continent - Francophone Africa and 
Anglophone Africa. These positions provide. an ideal opportunity for academics or experienced 
university staff/fadministrators who wish to- take aJeave of absence from their current institutions. 


AH positions are jocated at AVU's HQ in Nairobi, however, an initial extended stay in Washington 
and/or frequent visits are envisaged. The AYU offers a competitive: remuneration and benefits 
package. 

Applications with full curriculum vitae including a daytime telëphone contact, emailaddress, salary 
history. nationality and three references quoting the above job codes should be sent in confidence 
to the address given below by 8 January 2001. 

Full details on the position requirements and a list of additional upcoming vacancies can be | 
found at www dpmg.co.ke and www.avu.org. 







Executive Selection Division 





KPMG Peat Marwick 
si Lonrho-House, Standard Street 
P O Box 40612 
Nairobi 
It’s time for clarity Kenya 





Fax: (254 2} 215695, 


owww.kpmg.co.ke t : 
E-mail-esd @kpmg.co.ke 
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COMMISSION FOR THE CONSERVATION OF 
ANTARCTIC MARINE LIVING RESOURCES (CCAMLR} 


EXECUTIVE SECRETARY 












The Commission for the Conservation of Antarctic Marine Living Resources (CCAMLR invites applications for 
the position of Executive Secretary- 


CCAMLR is an international organisation with headquarters in Hobari, Australia, responsible for giving effect 
to the objectives and principles of the Convention on the Conservation of Antarctic Marine Living Resources 
which provides for the conservation and rational use of marine living resources in waters adjacent w Antarctica. 
‘The Executive Seerdtary manages a small administrative, technical and scientific staff; presents and atanages the 
Commission budget: and organises the mectings of the Commission and its ad hoe and standing cemintitiees, 

Applicants nyt be citizens/nationals of a Member of the 
Chile, European Community. Prince. Germany, India, ft 
Poland, Russian Federation. South Afri 
Norihem ireland, United Sintes of America, 












amissiow Argentina, Austalia, Belgiom, Brazil, 
n Japan, Republic of Korea, New Zealand, Norway, 
. Ukmive, United Kingdont of Great Britain and 











Selection Criteria: 


* Experiente ot detailed knowledge of the aperations of intemational, regional and/or intergovernmental 
organisations, 







* Demonstration of a high level of managerial and leadership experience and proven competence, in such 
areas un: 














~ the selection and managempnt of administrative, technical and scientific staff 
~ the preparation of financial budgets and the management of expenditures 
«the organisation of miectings and provision of secretariat support for high level committees 
= aversight and management of computer services and information technology 





+ Familiarity with Antaretic affairs. 

© Familiarity with fisheries and/or ecosystem munagement 
Language skills. 
Salary and Allowances: The appointment will be for a term of four years with the possibility of one additional 
four-year appointment Present salary iy in the ringe of US$103 763 w USSIZI 658 pa. net Allowances are 


based on the UN system and imolude removal costs, instillation grant, repatriation allowances, home leave 
allowance every two years, social security and child education benefits. 










Availability: The individual chosen for the post of Executive Secretary must be available starting 4 February 
AR for a two Week period of transition with ihe incumbent Executive Secretary and will assume the post or tR 
February 20002, 


Additional Information: Please consult the CCAMLR website m www.ccamlrorg for complete information 
on duties; terms of employment and the applicstion procedures. 


Equal Employment Opportunity: CCAMLR is an equal opportunity employer. 
Chasing date: 30 April 2061, 


I, Pj International 
HTS 


To support their rapidly expanding workload P-E 
International Consultants. Ltd and HTS Development Ltd 
are seeking: 










® Project Director — Eastern Europe/FSU 
® Project Director — Africa 







These posts require substantial hands-on experience in 
the region together with qualifications and proven 
capability in at least one of: 










© Social Development 


@ Institutional Development/Public Administration Reform 






®@ Economic Development 






These posts offer challenging careers in a leading 
Development Consulting Practice. Successful candidates 
will need the qualities to win and lead major international 
consultancy assignments within development 
programmes. 










If you fit this profile please email your CV to 
sue.adams @ htsdevelopment.com before 20th January 
2001. 
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The World Food Programme (WFP) is the food aid organisation of the United 
Nations system, Based in Rome, Italy, WFP provides more than US$ 1.3 billion 
annually in development and relief assistance in 82 countries, WFP provides 
assistance for about 86 million people each year. 






















aed 


The World Food Programme (WFP) of the United Nations for its Rome 
Headquarters, seeks a: 


CHIEF INFORMATION OFFICER AND DIRECTOR, ICT, D-2 
(FS-2000-D02) 
(Rome, Italy) 











The candidate will be responsible for the vision, leadership and management of information 
systems, technology. and-telecommunications as well as management of knowledge and 
information sharing with the: Programme and with the public. Reporting directly to the 
Deputy Executive Director, the CIO will develop and manage the implementation of WFP's 
technology strategies, participate fully in WFP's corporate planning, policy formulation and 
management processes, and supervise directly the development and operation of WFP's 
technology infrastructure (both at WFP's Headquarters in Rome and in field locations 
throughout the world), WFP's enterprise system (based on SAP), information and 
knowledge management initiatives, and ensure contingency planning and emergency 
preparedness for WFP's mission-critical technology, The CIO will have general 
management responsibility for a division with a staff of approximately 100 at Headquarters 
and approximately 100 technical support staff in the field. 



















The successful candidate will have university education, preferably with an advanced 
degree, and 10-15 years of progressively responsible experience some of which in high 
level information and communication technology management with exposure to 
international working environment. 


Send a detailed curriculum vitae in English in one of the following ways: 

L By e-mail to: B-Vacancy @wtp.org . The resume should be inserted in the message 
and not sent as an attachment, or 

2. Send the original resume (not photocopied) to: Team B, HRRS Room 4-B-01, World 


Food Programme, Human Resources Division, Via Cesare Giulio Viola, 68, Parco 
dei Medici, 00148, Rome, Italy. Fax (0039-6) 65132886. 












WFP, as part of the United Nations common system, offers competitive international 
salaries, benefits and allowances. 





Deadline for applications is; 31.01.2001 
Only candidates shortlisted will be acknowledged. 








Central Bank of Chile 


Senior Economists for the Research Division and 
Office of the Chief Economist 










The Research Division and Office of the Chief Economist is expanding its staff of 
highly qualified economists graduated from first-rate universities in the following three 
units. 












The Economic Research Unit (ERY conducts analytical and empirical research on a 
broad set of issues of relevance oriented to emerging economies in general and Chile 
in particular, in the fields of macroeconomics, monetary policy, international 
finance, and development. 






The Macroeconomic Analysis Unit (MA) assists the Bank in policy analysis and 
economic forecasting, coordination and preparation of the Monetary Policy Report, 
and mode! development. lts economists conduct research and economic analysis aimed 
at improving the design, implementation and transparency of monetary policy. 









The Information and Statistical Research Unit (ISR) is responsible for the elaboration 
of the Chilean National Accounts and Balance of Payments statistics, updates statistical 
methods, conducts research, and reports on the evolution of domestic activity and 
external sector indicators. 












Qualifications of Applicants: 





* — Ph.D. in economics with specialization in suitable fields is required for ER and 
MA units, and is desirable for the ISR Unit. 











Strong theoretical training and proven empirical capabilities (ER. MA) and 
experience in national accounts. and/or Balance of Payments statistics (ISR). 







Strong teamwork and communication skills. 


Fluent command of Spanish and English. 






* A strong publication record is desirable (ER, MA). 


Salaries and non-salary benefits are internationally competitive. Applications should 
include a recent CV and references, as well.as. copies of published or unpublished 
papers. Applications should be: addressed in English or Spanish to División Estudios, 
Banco Central de Chile, Agustinas 1180, Tercer Piso, Santiago, CHILE, and should 
reach us by February 15, 2001 Applications will be handled under strict confidentiality 
and will not be returned. 
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The University of Chicago Executive M.B.A. program. 
Designed purely for the top Business Leaders in Asia. 


Among the most inspiring people you know. The highest acclaimed faculty on earth. World-class peers. Future 
partners. The Chicago GSB Executive M.B.A. Program Asia spreads 16 weeks of intensive study over 20 months so 
you can earn this renowned M.B.A. while you continue your career. For an unparalleled education in general 
management, apply to the Chicago GSB Executive M.B.A. Program Asia. And be among those who shape the future. 


For more information, join us for one of our receptions. 





Australia 26 October, 2000 Australia 30 October. 2000 Singapore 3 Novermbe Japan 7 November, 2000 
The Regent, Sydney The Grand Hyatt. Melbourne University of Chicago GSB Asia Campus Imperial Hotel, Tokyo 














Hong Kong & January. 2001 China vo January. 2001 China :2 January. 2001 Philippines 17 Janu 

Mandarin Oriental, Hong Kong The Palace Hotel, Beijing The Portman Ritz-Carlton, Shanghai The Peninsula, Manila 

Japan 6 February. 2001 Taiwan 13 February. 2001 Malaysia 20 February. 2001 Singapore 27 February. zoi 
Imperial Hotel. Tokyo The Sherwood. Taipei The J. W Marrion Hotel, Kuala Lumpur University of Chicago GSB Asia Campus 


Timing for Info Sessions’ at all venues: 19:00 ~ 21:30 hrs 


You will be ready. 
Executive M.B.A. Program Asia - Singapore The University of Chicago Graduate School of Business Asia Campus, 101 Penang Road Singapore 238466 
Phone: 65+ 835 6482 Fax: 65 835 6483 Email: ria.sugita@gsb.uchicago.edu www.gsb.uchicago.edu/programs/exec 


CHICAGO "== CSB 
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Greenspan's big surprise 


ALAN GREENSPAN, chairman of Amer- 

ica’s Federal Reserve, is not a central 
banker who makes a habit of surprising the 
financial markets. He prefers to give Wall 
Street what it wants and, as a rule, to deliver 
roughly when it expects. Yet on January 3rd, 
he sprang on the markets a cut in interest 
rates of half a point, rather than the custom- 
ary tweak (be it up or down) of a quarter- 
point, and moreover did it without waiting 
for the next scheduled meeting of the Fed’s 
policy-making committee. This was a more 
dramatic easing of policy than the Fed’s first 
response to the Russian debt debacle and the 
threatened collapse of Long-Term Capital 
Management in 1998, a financial crisis that Bill Clinton de- 
scribed at the time as “the worst for 50 years”. 

The markets, given more, and sooner, than they had any 
right or reason to expect, were surprised all right. That is 
putting it mildly. Initially, at least, they greeted the news rap- 
turously. The Dow Jones Industrial Average soared. The tech- 
heavy Nasdaq went crazy even by its own demanding stan- 
dards, surging to a gain of 14%, the biggest since the market 
was established 30 years ago. So much for promoting finan- 
cial stability. What on earth was Mr Greenspan up to? 

It would be interesting to know. On the basis of published 
information, the move is puzzling. It looks hasty, even pan- 
icky. Yes, America’s economy is clearly slowing. But it is sup- 
posed to be. As Mr Greenspan has been at pains to explain, if 
growth had failed to moderate from its earlier “torrid” pace, 
inflation would have continued to rise, and probably at an 
accelerating rate. The labour market is still tight; other infla- 
tionary pressures have yet to abate. That is why the Fed’s 
avowed aim has been to slow the economy. Does the evi- 
^ dence therefore suggest that the slowdown so far is much too 
abrupt? Not really, not yet. 

In December, admittedly, consumer confidence fell to its 
lowest for two years and retail sales were much weaker than 
expected. Unemployment insurance claims have been rising 
rapidly. Car sales are falling. And inventories are building up; 
by historical standards they are still quite low, but if the accu- 
mulation continues it will eventually force producers to curb 
production. Yet numbers of this sort are not inconsistent with 
a soft landing—the measured slowdown in growth in the 
overheated economy that the Fed has been trying to engineer. 

Was Mr Greenspan swayed then by new figures pub- 
lished the day before the Fed cut rates? These showed that 
manufacturing activity, as surveyed by the National Associa- 
tion of Purchasing Management, fell much more sharply than 
expected in December, to its lowest since April 1991, the end 
of the previous recession. Manufacturing accounts for only 
one-fifth of America’s Gpp, but it remains an important econ- 
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omic gauge. Taking this together with the 
other new data, the risk of recession in Amer- 
ica has clearly increased. But the Fed’s sudden 
cut is still puzzling. Why not wait until the 
next planned meeting of the Federal Open 
Market Committee at the end of this month? 
By then, a good deal more information— 
including December’s employment data (to 
be published on January 5th) and fourth- 
quarter GDP figures—will be available. 

If nothing else, a cut announced at the 
time of the romc meeting would have 
seemed calmer and more orderly. In central 
banking, such things really count—as Mr 
Greenspan is normally well aware. A shock 
which blasts America’s stockmarkets back upwards, which 
may encourage investors to believe that the Fed will protect 
them from risk even if it means keeping demand in the econ- 
omy growing faster than supply, not merely delays the neces- 
sary economic adjustment, it runs the clear risk of worsening 
the existing financial stresses. Later, when adjustment can be 
delayed no longer, the jolt is all the more shattering. This is the 
answer to those who would say, “If a recession seems possi- 
ble, err on the side of too much stimulus.” Erring on the side 
of too much stimulus carries with it not just the danger of 
higher inflation, but also—more seriously—the risk of a worse 
recession down the road. 


Stresses and strains 


Perhaps the Fed is worried about the financial markets in 
their own right. On the eve of this cut, Nasdaq was down 55% 
from its peak last year. This has hurt a lot of investors. On the 
other hand, the broader market had fallen much less, and 
anyway it would be plain wrong to cut interest rates in order 
to push tech-stock valuations, many of which are still too 
high, back up. Keeping a bubble inflated is hardly a job for 
monetary policy. Elsewhere in the financial system, the creak- 
ing noises are getting louder. Credit markets are drying up, as 
investors flee risk, making it harder and more expensive for 
many firms to borrow. Spreads between junk bonds and risk- 
free Treasury bonds have increased to their widest since the 
1991 recession, wider even than in 1998, circa Lrcm. The mar- 
ket for initial public offerings has more or less closed, and 
banks have tightened their lending standards to firms as past 
loans have begun to turn bad. All this is worrying—but these 
are exactly the sorts of stresses that will be worsened, except 
in the short term, by a panicky easing of policy. 

Mr Greenspan, an enormously able and experienced man, 
is undoubtedly aware of these risks. And yet he seems far 
more willing, as throughout his time as Fed chairman, to cut 
rates than to raise them. (Most of his critics, we acknowledge, 
attack him for exactly the opposite reason, but then we have 
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always had far more respect for Mr Greenspan than for those 
critics.) Still, one cannot help wondering whether the Fed 
knows something the rest of us do not about financial fragil- 
ity in America. Perhaps some specific, impending and possi- 
bly contagious calamity, another tc, needs to be headed 


off. If so, the markets will presumably soon regret their spasm 
of exuberance on January 3rd—and we will soon applaud the 
Fed’s prompt, not precipitate, action in cutting rates. Barring 
such alarming possibilities, the Fed’s haste is difficult to un- 
derstand and even more difficult to defend. 





Bush's world 


Will George Bush change America’s foreign policy as much as he said he would? 


H= ORY suggests that incoming presidents pledged to do 
one thing soon find themselves explaining why they 
have just decided to do another. Of nothing is that more true 
than foreign policy. Confronted by the realities of office, even 
young men forget the carefree promises of the stump speech. 
Yet the campaign reveals something of the candidate, and in 
the light of both that and George Bush’s cabinet choices it is 
plain that his world is not quite the same as Bill Clinton’s. 
Mr Bush is not about to withdraw America into isolation, 
but he has consistently marked himself out by his hostility to 
such multilateralism as the Kyoto treaty on global warming 
and the Comprehensive Test-Ban Treaty; by his belief in a 
strong defence, including a national missile defence (Nmp); 
and by his scepticism about intervention abroad except when 
“based on a strict definition of vital national interest’. His 
choices for the top jobs in his foreign-policy team are all con- 
sistent with this rather unilateralist approach to the world. 
The big uncertainty is whether the team is imaginative 
enough to respond successfully to—or, better still, head off— 
the threats and crises that will confront it. Youth and brains 
will certainly be on hand. Condoleezza Rice, as national secu- 
rity adviser, can supply both. But some of her new ideas seem 
ill-considered (pulling America’s troops out of the Balkans, 
for instance) and some of her old ones, especially about Rus- 
sia, simply inappropriate: whereas the c1A is now sensibly 
worrying about the decline of Russian power, Ms Rice seems 
to think the mothy old bear should be kept firmly in his cage. 
Donald Rumsfeld, the choice for secretary of defence, will 
lend experience. But does he have the right cast of mind for a 
post-cold-war world now in its second decade? He first came 
into government in the 1960s. Those were the formative years, 
too, for Colin Powell, who will be Mr Bush’s secretary of state. 
The extreme caution that characterises General Powell's 
thinking and is the inspiration of his “doctrine”—which says 
America should intervene only when it has both over- 
whelming force and an exit strategy—was born of his experi- 
ence in Vietnam. Perhaps Vice-President Dick Cheney, like 
Mr Rumsfeld a former defence secretary, will be more ready 
to see American troops put in harm’s way. But, all in all, it 
seems safe to say that, though America is militarily pre- 
eminent as never before, defence will be a central concern. 
Yet plenty of traps await Mr Bush if he precipitately tries 
to go it alone. If, for instance, he were indeed to withdraw 
America’s 10,100 troops (out of NATO’s 63,100) from Bosnia and 
Kosovo, he could find his first term scarred as cruelly as his 
father’s was by Somalia. His NATO allies would be appalled— 
with possibly painful consequences for America. The pres- 
sure within the European Union to turn its proposed rapid- 


14 





reaction force into an independent entity would certainly rise, 
leading perhaps to a serious split within the Atlantic alliance. 
Even if that did not happen, the Europeans might well be 
much less willing to support Mr Bush’s nmp plans, which 
many regard as unwise, and start to resist other American 
policies, such as the further expansion of NATO. 

As it is, the pursuit of Nmp may cause needless damage, 
unless it is accompanied by skilful diplomacy. The risk is that, 
though it is intended to protect America from rogue countries 
such as North Korea, it will antagonise China, whose rela- 
tively few nuclear missiles would be rendered impotent were 
an anti-missile shield ever to work. The mere threat of de- 
ployment would therefore encourage China to build more 
missiles, setting off an arms race in Asia. Meanwhile, how- 
ever, as the cra recently argued, America is less and less 
threatened by long-range missiles and more and more by 
cruise or other short-range missiles, or even suitcase bombs. 

At present, Mr Bush seems to believe that America should 
look after itself and leave others to deal with the scourges that 
do not affect it directly. Even genocide would not merit inter- 
vention, he says, if it took place in “nations outside our strate- 
gic interest”. Yet few events, even in distant places, have no 
impact on America, and many (not all) grow more dangerous 
if neglected. America cannot deal with them all on its own; its 
allies should certainly play their part. But the necessary ac- 
tion, wherever it comes from, demands ever-greater ingenuity 
and thought, especially as new threats—cyberwar, biological 
war, economic instability, cults and disease—now jostle with 
the more familiar ones of ethnic hatred and religious rivalry. 


The new threats, the old instruments 


The difficulty for those who must deal with such threats is 
that the world has changed, yet the instruments for dealing 
with them have stayed much the same. They range from dip- 
lomatic parley through economic sanctions to military sup- 
port (of the kind America is giving to Colombia), to armed at- 
tack. Mr Bush is right to think that armed attack should be a 
last resort (see pages 17-19). But abjuring it is not in itself an 
adequate policy, and sanctions alone are hardly a substitute: 
witness the longevity of Fidel Castro and Saddam Hussein. 
If Mr Bush is really as hostile to armed intervention as he 
proclaims, he will have to commit himself to some vigorous 
diplomatic engagement. That will be needed, in any event, if 
he is to achieve the goals he has already set. But it will also be 
needed to pacify old adversaries, and to prevent small crises 
from becoming big ones. The alternative will be an ever nas- 
tier world—and a host of problems in store for his successor. 
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Asia's teetering trio 


Indonesia, Thailand and the Philippines face a testing 2001 


YOUNG democracy is a delicate sapling, needing time 

and care if it is to put down the roots that might see it 
grow into a mighty oak, or even a giant redwood. Europe, in 
the 1930s, learnt this the awful way. The democracies that had 
sprung up after the catastrophe of the first world war and the 
ensuing collapse of authoritarian governments were unable 
to weather the economic storm. Democracy proved all too 
easy to reverse. 

In the months to come, South-East Asia risks learning the 
same lesson. In Indonesia, Thailand and the Philippines, all 
three relatively recent converts to the democratic way, there 
are once again rumours of coups, and a growing sense of de- 
spair at the shortcomings of elected governments in the face 
of an economic crisis now well into its fourth year. 

Indonesia’s case is the most dire. Not only is it the most re- 
cent of the converts, having held its first democratic election 
little more than a year ago, but it is also stricken by the most 
severe economic and political problems. Led by a blind and 
frail president, who won only a small minority of the vote de- 
spite his long and honourable record of opposition to the mil- 
itary regime of General Suharto, it faces half-a-dozen separat- 
ist rebellions and a collapse in foreign and domestic 
investment. It is widely believed that the army is destabilising 
President Abdurrahman Wahid by arming agents provoca- 
teurs in the rebel provinces, presumably with the aim of cre- 
ating the conditions for one of its own to take power again. 

Thailand, too, faces a testing few months. In the election 
on January 6th, the voters look likely to turf out the sitting 
prime minister and replace him with a businessman who, ac- 
cording to the country’s Counter-corruption Commission, 
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has made false asset declarations. If that charge is upheld on 
appeal, he would be ineligible to hold office. Thailand has 
had 17 coups in the past 70 years, and there is ominous talk 
among some in the army of another intervention. 

As indeed there has been in the Philippines, also deep in 
political turmoil. This week, as the Senate resumed its trial of 
President Joseph Estrada, a series of bombs shook Manila, 
helping to send the peso to yet another low against the dollar. 
Some speculate that the bombs are the work of Mr Estrada’s 
allies in the army, eager to give him an excuse to declare mar- 
tial law. Equally likely is that the explosions were the work of 
a guerrilla group such as Abu Sayyaf, which wants indepen- 
dence in the south, though this is scant consolation. 


Don’t despair 


Interesting times then: but they are also an opportunity for all 
three countries to demonstrate just how far they have come. 
In the bad old days, Thailand would surely have had a coup 
by now. But since 1992, the last time the army tried it, the pop- 
ular mood has swung strongly against such intervention. 
Though not yet unthinkable, a coup is unlikely, which is pro- 
gress. The impasse Thailand now faces, it bears remembering, 
arises because for the first time the country has an anti- 
corruption law with bite. And in the Philippines, the present 
woes are a result of something unprecedented in Asia: a con- 
stitutional impeachment process aimed at removing a presi- 
dent widely seen as corrupt and incompetent. Even in Indo- 
nesia, Mr Wahid has bravely pushed the army back from the 
central role it once enjoyed. If his country survives 2001 as a 
democracy, it may be time to start talking about roots. 





Rights and refugees 


The search for a permanent solution in the Middle East is now bogged down by 
the two sides’ inability to agree on the future of the Palestinian refugees 


EASEL words are not necessarily to be despised. With- 
out a cunning formula, the Palestinians and Israelis are 
unlikely to be fished out of the latest and deepest ditch that 
they seem to have stumbled into. The Palestinians say there 
can be no permanent settlement unless the refugees who fled 
during Israel’s 1948 war of independence are allowed the 
right, or choice, to return. The Israelis say there can be no 
“right”, and the choice of whether or not any Palestinians are 
allowed into Israel must be theirs alone. Deadlock, it would 
seem (see page 37). And so it would be, if the dispute were not 
more about the acknowledgment of rights and principles 
than about the actual movement of people. 
Some 3.6m people, or rather over half the Palestinian 
population, are registered by the uN Relief and Works Agency 
(UNRWA) as refugees. They are the Palestinians, and their de- 
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scendants, who were either expelled, or fled, from their 
homes in what is now the Jewish state. They landed up in the 
West Bank, the Gaza strip, Jordan, Syria and Lebanon, where 
most of them, after all these years, still live, many of them in 
squalid camps, dependent on uNRwa’s good offices. Some 
have made good, but none have been compensated for lost 
possessions. They pin their faith to a series of un General As- 
sembly resolutions, the first of which, in 1948, resolved “that 
the refugees wishing to return to their homes and live at peace 
with their neighbours should be permitted to do so”. 

After half a century of denial, Israel is quietly coming 
round to accepting some responsibility for the flight of the 
refugees. But it is not prepared to acknowledge their right to 
return. Before last October, when Israeli Arabs demonstrated 
in support of their fellow-Palestinians in the West Bank, Israel 
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seemed ready to allow a limited number to trickle back under 
family-reunification schemes. Now, even that idea is less in 
favour. Let the refugees stay where they are, says Israel, and 
be compensated by somebody or other, or be absorbed into 
the prospective Palestinian state. 

In practice, this is probably what will eventually happen, 
to most of them. Although families still treasure a rusty front- 
door key, they know that many of their villages have van- 
ished from the face of the earth, and that their town houses 
are occupied by Israelis—some 10,000 houses in West Jerusa- 
lem alone. Generous compensation, both to the refugees indi- 
vidually, and to their country of resettlement, is for the great 
majority the most realistic path to a less troubled life. 

The worst-off refugees are the 200,000 or so still living in 
Lebanon, which for reasons of history and sectarian balance 
discriminates cruelly against its Palestinians; they are allowed 
only the most menial jobs and are barred from all social ser- 
vices. They probably cannot stay where they are, but where 
can they go? The new Palestinian state, Israel would say. But 
that state, which will have 1.3m refugees of its own to 
rehabilitate, will be naked of infrastructure and virtually job- 
less, barely released from 30 years of military occupation. The 


number of newcomers it might absorb, even with money 
pouring in, is put at no more than 500,000 over ten years. 
Although Lebanon presents particular problems, there is 
no hungry army of refugees waiting to march on Israel. There 
are, however, several million people who claim the right to 
choose, and who do not accept that their Palestinian leaders 
have the authority to renounce that right. This scares Israel, 
and embarrasses the Palestinian leaders. Yasser Arafat tries to 
convey, with a wink and a nod, to Israeli or American inter- 
locutors that all they have to do is acknowledge that right, 
and he will see that it remains unexercised, or implemented 
most discreetly. The Israelis, understandably, do not trust him. 


A necessary contradiction 


The solution, it would seem, is a form of words that acknowl- 
edges both the Palestinians’ right to return to the land they 
were pushed out of, and Israel’s right to determine on grounds 
of national security that many of those who choose to take 
up this right may not be allowed in. Both sides are likely to 
look askance at a formula which, it must be admitted, con- 
tains a contradiction at its heart. But the alternative could be 
to see a last chance of peace go down the plug-hole. 





It’s their business 


Britain’s government is wrong to crack down on the sex trade. 


It should legalise it instead 


ROSTITUTION is not a nice business. It upsets people 

who live where it happens. It isn’t much fun for the prosti- 
tutes. It embarrasses police forces, because their efforts to sup- 
press it are usually doomed to failure—which is one of the 
reasons why Britain’s national government should support 
local politicians pushing for laws that would allow them to 
tolerate it instead. 

Around the world, laws dealing with prostitution vary 
from extreme tolerance—such as in the Netherlands, where 
the business is legalised—to extreme repression, as in some Is- 
lamic countries, where it is punishable by death. The British 
way is characteristically moderate (or, perhaps, confused). 
Paying for sex, or providing it for money, is not illegal, though 
most of the activities associated with it (such as pimping and 
soliciting) are. But some city governments which have to deal 
with the problem day-to-day in practice tolerate the business, 
and others are moving in that direction (see page 46). 

One reason why the government should support these 
moves is moral. In a liberal society, buying sex for money 
should be regarded as a legitimate commercial transaction, 
where it takes place between two consenting adults. It might 
be a transaction with peculiar psychological implications for 
both parties, but that sort of anxiety is beyond the law’s remit. 

There is a practical reason as well. The costs to society, and 
dangers to the participants, would be reduced if prostitution 
were legalised. Current British law on prostitution defeats its 


own objectives. Where prostitutes are arrested and fined, they ` 


go back to the streets to earn the money to pay up. If they are 
imprisoned, they become even less employable. Crackdowns 
make much-needed medical checks difficult. Serious crimes, 
such as child prostitution, are harder to monitor in the general 
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climate of criminality. Coercive pimping and drug de- 
pendency flourish. 

Libertarians might contend that prostitutes should be free 
to ply their trade wherever they please. But because prostitu- 
tion affects people who are neither buyers nor sellers (such as 
the residents of areas where the trade goes on) and because it 
involves health hazards it does, like other risky, dirty or noisy 
industries, require some regulation. 


Move over, puritans 


Given that Britain’s controversy-shy government is not going 
to legalise the business at a stroke, there are two possible ways 
forward. One approach, adopted by the Australian state of 
Victoria, would ban street prostitution but allow it to take 
place indoors, in “massage parlours”, or other euphemisti- 
cally-named premises. The other model was practised in the 
Netherlands, until it legalised prostitution last year. In a num- 
ber of Dutch cities, prostitutes were shepherded into “zones 
of tolerance”. There were plenty of arguments about where 
the zones should be, but they worked. 

Britain’s laws in this area are arcane and complicated, but 
it would be possible to make soliciting illegal only where it 
causes harassment and offence (as would be the case in resi- 
dential neighbourhoods). Unfortunately, the somewhat puri- 
tanical Labour government, which is also painfully sensitive 
to headlines in the conservative press, is moving in the oppo- 
site direction. It recently announced plans to make kerb- 
crawling an arrestable offence. It should reconsider. A liberal 
framework would make moral and practical sense—and free 
police to get on with chasing proper criminals. 
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Why and when to go in 


The world George Bush faces is one in which wars of intervention may be 


increasingly necessary. This calls for a new geopolitical rule-book 


HEY are wars that are almost certainly 
-going to happen; but a lot of people are 
still struggling to understand why and when 
it may be necessary to fight them. One big 
test of George Bush’s foreign policy is 
whether he can see the growing case in to- 
day’s world for what have come to be called 
“wars of intervention”. 

Until very recently, the question of 
whether it can be legitimate for the outside 
world to intervene with military force in the 
internal affairs of a sovereign country would 
have struck most respectable people as a 
non-sequitur. Sovereign countries, by defi- 
nition, were not to be intervened in. A lawful 
war, the lawyers explained, was a war in 
which a country sought to defend itself, or to 


- defend a friend and ally, against an attacking 


p 


~ Iş it possible to say when wars 


enemy. To go to war in order to change the 
way another country was conducting its af- 
fairs was obviously illegal. 

Then, in 1999, it began to look as if minds 
were changing. In that year a war of inter- 
vention was messily but successfully fought 
over Kosovo, as a result of which the Bal- 
kans are a rather better place than they 
used to be. A near-war of the same 
sort triumphantly achieved its pur- ` 
pose in East Timor, freeing a cap- 3 
tured people from the rule of the ` 
Indonesian army. Unfortu- 
nately, a third intervention, in 
Sierra Leone, got stuck in the 
West African jungle; the 
doubters resumed their 
doubting; and the past year 
has seen a flinching away 
from what could be a just 
and necessary part of the 
international politics of the 
zistcentury. 


F 


It’s a long time since 1555 


of intervention are justified, in 
terms that almost everybody can 
agree with? Yes, it probably is. Start 
with the case for believing that what 
goes on inside a “sovereign” country Is 
no longer a matter that other countries 
should keep their noses, and hands, out of. 
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It was easy enough to tell outsiders tostay 
outside when they knew very little of what 
was going on in most of the rest of the world. 
The conventional idea of sovereign inviola- 
bility goes back to the Peace of Augsburg in 
1555, which said that cuius regio, eius reli- 
gio—the ruler decides his country’s reli- 
gion—and to the Treaty of Westphalia in 
1648, when the powers of continental Eu- 
rope wound up the Thirty Years War with a 
pledge to let each participating country be 
ruled the way its ruler wanted. 

Back in those days, though, and for cen- 
turies afterwards, it was hard to know whata 
ruler was doing to the people he ruled. Am- 
bassadors picked up what news they could, 
and sent the result off by horse and carriage; 
travellers added their titbits; but the organ- 
ised collection of public information was a 
19th-century arrival, and was anyway long 
confined to the prose of written journalism, 
not the vivid screen. As late as 1938, Britain’s 













Neville Chamberlain could get away with 
calling Czechoslovakia a far-off country of 
whose people “we know nothing”. 

Thatisa vanished past. Now, except fora 
few sealed-off corners of Africa and Asia, 
what a ruler does to his people is swiftly re- 
vealed by camera, satellite and Internet to a 
large, interested and reasonably well-in- 
formed audience; and, if what he does is out- 
rageous enough, the audience is likely to 
want something done about it. The appetite 
for action may waver, if it looks like becom- 
ing uncomfortably bloody. Nevertheless, the 
events of 1999 suggest that quite often dicta- 
torial rulers will find it difficult togoon doing 
whatever they want within their borders, 
because the information revolution has 
stripped them of their former privacy. A 
transparent world is a world in which it is 
increasingly hard to claim untouchability. 

Moreover, the idea of “sovereign inviola~ 
bility” has never been quite as sacrosanct as 
the conventional wisdom believed. Inside 
Europe, the big powers for a long time 
obeyed the Augsburg-Westphalia rules in 
their relations with each other. But smaller 
countries were not treated with the same re- 
spect. Poland disappeared from the map at 
the end of the 18th century to the geographi- 
cal advantage of Prussia, Russia and Austria; 
in 1797 revolutionary France abolished the 
republic of Venice and gave most of it to the 
Austrians in return for getting Belgium from 
them; the next year the French marched into 
Switzerland to “liberate” the Swiss. 

Outside their own continent, the im- 
“+. perial European powers of the 18th 
~^ and 19th centuries were even more 
high-handed. France took over 
large chunks of Africa in the 
name of its mission civilisa- 
trice; Britain removed as- 
sorted Indian rulers from 
power in order to make 
sure that, as Rudyard Kip- 
ling put it, “a court-house 
stands...where the raw 
blood flowed.” The Euro- 
peans explained that the 
Afro-Asian rulers they 
overthrew were not really 
sovereign powers, as so- 
phisticated Europeans un- 
derstood the phrase; but 
that was just convenient le- 
gal quibbling. 

The proposition that gov- 
ernments should be left to con- 

duct themselves as they wish within 
their own borders is not, in short, quite 
the universal verity it was once thought to 
be. The secretary-general of the United Na- 
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WARS OF INTERVENTION 


tions, Kofi Annan, has said that a sovereign 
ruler has to obey some general moral rules. 
Even the international lawyers have, at least 
by implication, begun to feel uneasy. If it is 
now legal to arrest ex-dictators. travelling 
abroad for what they did while in power, as 
happened to Augusto Pinochet, itseems a bit 
feeble to say that it was all right to leave them 
to doit in the first place—that they become 
culpable, as it were, only on retirement. 

Indeed, the whole theory of sovereign 
inviolability would probably have come 
into question much earlier had it not been 
for the cold war. During the 40-year struggle 
between communism and the democracies, 
each side was reluctant to let the other stick a 
finger into its friends’ affairs, even when it 
was uneasily realised that those friends were 
behaving less than perfectly. But the cold 
war is over, and the ice it created is melting: 
and so, along with the ice, is the willingness 
to avert one’s eyes from what brutal govern- 
ments are doing to their people. 


Whatall can accept 


Yes, say the doubters, that is all very well; but 
you must have clear rules about when it is 
permissible to intervene and when it is not. 
Otherwise chaos will set in. 

If everybody can pick out what he dis- 
likes about somebody else’s way of running 
a country, he will march in to impose his 
own ideas, pausing only to be sure he has the 
necessary military strength. The Chinese 
will say they are entitled to take over Vladi- 
vostok, on the ground that the governor of 
this bit of Russia’s far east is negligent and 
corrupt (and will not let in enough Chinese 
immigrants to run the place efficiently). The 
Russians can put the boot into Central Asia 

_ because it is their Manifest Destiny to sort 
out the anarchic region to their south. And 
the democracies will face an impossibly long 
list of requests for intervention from people 
who, for many different reasons, would like 
their governments improved. This way lies 
geopolitical disintegration. 

The doubters are perfectly right about 
this. If wars of intervention are to be a serious 
part of tomorrow’s agenda, they will have to 
be based on a simple, straightforward and 
more or less universally accepted set of rules. 

The rules must be countable on the fin- 

. gersofone hand, because any larger number 
_ willlead to complaints that one rule contra- 
dicts or qualifies another rule. It must be 
possible to write them down in language 
that can be understood both by the people 
of the countries that will be doing the inter- 
vening and by the governments that are the 
targets of it. Above all, they must be rules 
that nobody can reject without in effect ad- 
mitting that he is defying principles the rest 
of the world believes in. There may never be 
rules that everybody can honestly swear to; 
let there at least be rules that expose the dis- 
honest swearer for what he is. 

For these purposes, the long lists of hu- 
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manrightscompiledbytheUn- | 
ited Nations, the European Un- 
ion and other worthy bodies are 
not that much help. The lists 
contain. so many rights, some 
plainly more important. than 
others; there can be genuine dis- 
agreements about the interpre- 
tation of many of them;and it is 
often hard for the outsider to 
measure whether a given right is 
being violated on a scale large 
enough to warrant a decision to 
goin and halt the violation. 

Is a government that denies 
its workers the right to strike as 
bad as a government that de- 
nies its political opponents the 
right to live? Of course not. Isa 
government which , permits 
capital punishment offending 
against the right to life as much as one that 
shoots demonstrators on the streets? Most 
people would say no. And how many de- 
monstrators have to be shot, or members of 
ethnically inconvenient minorities mur- 
dered and mass-buried, before it is neces- 
sary to go in and stop it? 

There are so many uncertainties. “Hu- 
man rights” are a useful rule of thumb for 
judging a country’s moral performance, but 
a wobbly basis for wars of intervention. 
Sometimes the sheer scale of the horror may 
demand action. The genocide in Rwanda in 
1994, which killed about 800,000 people, was 
so vast and so primally brutal that an inter- 
vention in the name of humanity would 
have been right if it had been militarily pos- 
sible. But not every bloody outbreak, every- 
where, can bring in the peacemakers. 


Two good reasons 


There are, however, at least two grounds for 
intervention which pretty clearly pass the 
tests described above. Both of them have 
been made easier to understand by what has 
happened in the Balkans in the past couple 
of years; and both of them are likely to bring 
intervention-seeking applicants from other 
parts of the world knocking at the democra- 
cies’ door in the years ahead. 

The first ground for intervention is when 
aclearly definable people in a clearly defin- 
able geographical area is being violently de- 
nied the right to govern itself by another, 
stronger lot who say that the smaller group is 
part of their own “sovereign” territory. The 
fussy precision of that sentence is necessary. 
There are plenty of countries where a rich 
variety of different people live intermingled 
with each other (India is the most spectacu- 
lar example) and where it would be non- 
sense to say that each of these componentel- 
ements, even if they quite often grumble 
about one another, ought to have its own 
separate government. 

Kosovo was not like that. Here was a 
clearly defined area (the dotted line around it 

































drawn by the “sovereign” Serbs themselves) 
whose people were 90%-plus non-Serbs, but 
were denied by the Serbs the right to run 
their own affairs. There are plenty of equally 
definable people in a similarly definable 
plight in other parts of the world. They will 
not all be rescued in the next few years, or 
maybe ever (who is volunteering to organise 
an intervention army for Tibet?). But their 
claim to be helped is as good as Kosovo's; 
and sooner or later, provided they can sus- 
tain themselves as independent states (and 
provided they do not look as if they will 
promptly invade their former oppressors), + 
some of them will get the help they seek. 

Millennial dreaming? Possibly. But re- 
member the opinion of John Stuart Mill, a 
political philosopher much respected by the 
early Economist. In general, Mill thought in- 
tervention a foolish business. But in 1848-49, 
when the Hungarians rebelled against the 
“foreign yoke” of Austrian rule, and then 
Austria with Russian help hauled them back 
under the yoke, Mill came to the conclusion 
that “it would have been an honourable and 
virtuous act on the part of England to have 
declared that this should not be.” 

The second fairly solid argument for in- 4 
tervention, also illustrated by recent events 
in the Balkans, reaches even deeper into the 
supposed sanctuary of the sovereign state. 
Here the target is not the authoritarian ruler’s 
control over a subject territory attached to 
his homeland, but his control over the 
homeland itself. If it becomes reasonably 
obvious that a government has decided to 
hold on to power against the wishes of most 
of the people it governs, and is not going to 
change its mind, it should not think that its 
denial of the democratic principle will be al- ~ 
lowed to go unchallenged. 

This is what has just happened to Ser- 
bia’s Slobodan Milosevic. Having been 
ejected by naro from Kosovo, he called an 
election, lost it, denied he had lost it, and was 
told by Europe and America that he could 
not deny his defeat. His opponents, encour- 
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aged; came outon tothe streets, in unstoppa- 
ble strength, and he was suddenly an ex- 
_ president, withouta shot fired. 


An intervention to liberate a Kosovo, or 
to insist that.a dictator obey his people’s 
clearly expressed wishes, is an intervention 


~ which passes the basic test. It rests upon the 


. world has become a lot more open to 


4 


simple and now more or less universally ac- 
cepted principle that a government should 
stay in office only with the continuing con- 
sent of the people it governs. There are, to be 
sure, quite a lot of rulers. around the world 
who dislike that principle; but they cannot 
say so publicly without drawing general dis- 
approval down on their heads. An interven- 
tion to uphold the democratic principle is 
therefore in a clearly different cate- 
gory from a Chinese push into Vladi- 
vostok, or another crack at Kuwait by 
Saddam Hussein, or any other inter- 
vention designed chiefly to serve the 
interests of the interveners. It is a jus- 
tifiable intervention, for a reason al- 
most everybody can agree with. 


The will of the people 


Of course, a great deal depends on 
being able to know the “clearly ex- 
pressed wishes” of the people in- 
volved. Fortunately, this is quite a bit 
easier than it used to be, thanks to a 
combination of modern news-gath- 
ering technology and the fact that, 
since the end of the cold war, the 


the news-gatherers. 

These days, not many govern- 
ments will either refuse to hold an 
election at all or, if they do hold one, 
claim the 98% victory for themselves 
that was routine in the communist 
world and its grateful imitators. The 
rulers of most countries are now will- 
ing to have elections in which people 
who disagree with them can take 
part, and can to some extent tell the 
voters why they disagree. In many 
cases the rulers have also resigned 


_ themselves to letting journalists from the old 


democracies—even better, observers from 
international bodies and ncos—come and 
watch the election. Between them, these in- 
spectors can generally tell whether the elec- 
tion was free and fair, and who they reckon 
won it. This was how Mr Milosevic came his 
historic cropper. 

There are still some countries where this 
is not the case; but here the United Nations 
can lend its special hand. The un is the one 
organisation which the governments that 
belong to it, unless they want to be seen 
blushing, are pretty well bound to accept as 
impartial. When the journalists and other 
observers have raised a suspicion that a 
coming election may not be fair, the un can 
insist on sending in its own inspectors. If the 
government in question refuses—or if the 
UN goes in and reports the election a fraud— 
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the guilty party will face the possibility of a 
war of intervention by those prepared to 
fight for the birth of democracy. 

There remains the awkward question of 
consistency. After Kosovo and East Timor, a 
lot of unhappy places will be proposed as 
suitable cases for intervention under one or 
the other of these two tests. Obviously, not 
all of these proposed interventions can be 
taken on—and, equally obviously, none of 
them should be attempted until other ave- 
nues of persuasion have been tried. But this 
is not a reason for saying, as some people do, 
that wars of intervention should never be 
launched. Even one rescued country is better 
than none, not least because the example set 





improves the chances of the next rescue. 
Still, though some applications for help 
will doubtless be accepted, others will have 
to be turned down; and it needs to be con- 
vincingly explained why. The more or less 
honourable explanation ought to be that the 
distinction is being drawn not because Can- 
didate a suits the interests of the interveners 
better than Candidate p—which would 
blow a hole in the idea of a principle-based 
policy—but because Candidate a’s case is 
manageable but, alas, Candidate p’s is not. 
All wars kill people, and how willing the 
evangelists of democracy will be to fight a 
war of intervention depends in large part on 
how many people are likely to get killed. It is 
hard to imagine today even the warmest ad- 
vocates of intervention cheerfully accepting 
the casualties required for the liberation of 
Tibet or Chechnya, or the removal of Myan- 


~ WARS OF INTERVENTION 
mar’selection-defying junta (though tomor- 
row’s advances in high-tech warfare may 
change those calculations). We are answer- 
ing this call for help, the democracies should 
say, because we can do so at a price we are 
prepared to pay, not because the applicant is 
an old friend; and we are turning the other 
one down only because the price is too high. 

Of course, principle and interest are 
never entirely separable. A country will find 
it easier to contemplate the death of its 
young soldiers if they are going to help a fa- 
miliar, nearby people than if they are being 
sent to fight in some murkily remote comer 
of the world (compare a western interven- 
tion to rescue refugees from a disintegrating 
Algeria with, say, an expedition to 
free Irian Jaya from Jakarta’s rule). 
And a country which takes part in a 
successful democracy-building in- 
tervention knows it will thereby win 
widespread applause, as well as 
bringing an at least temporarily 
grateful new government into office 
in the rescued country. In politics, itis 
seldom easy to disentangle what is 
right from what is handy. Neverthe- 
less, the prime purpose of interven- 
tion should be to help an oppressed 
people in a troubled land, not just to 
further one’s own interests. 


Who dares, wins 


There are complicated calculations 
to be made, and obvious dangers to 
be faced, if wars of intervention are 
part of the agenda of the next 20 or 30 
years. This is because the democra- 
cies stand at a rare moment in his- 
tory. Between them, Europe and 
America command huge material 
wealth; they possess (or America 
does) at least another decade’s worth 
of hitherto unimaginable military 
superiority; above all, they speak for 
the one more or less universally ac- 
ceptable political idea—that every 
country should have the sort of gov- 
ernment most of its people choose to have, 
with a regular opportunity to change it. » 
There has not been a time like this since the 
high days of Rome, and even Rome could 
not claim that final strength. 

It would be odd if the Americans de- 
cided to stroll through this period self-cen- 
tredly pursuing their own interests, rather 
than helping to spread the idea they did 
more than anybody else to create. It would 
be a sad commentary on Europe's claim to 
be renewing itself if the Europeans retired 
into their own zist-century version of Amer- 
ica’s 19th-century isolationism, rather than 
continuing the 2oth-century Euro-Ameri- 
can partnership that twice overcame the en- 
emies of democracy. History records an aw- 
ful lot of missed opportunities, but this 
would be the most spectacular of them all. 
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Cabinet making 


George Bush picked a cabi- 
net that made no concessions 
to the narrowness of his vic- 
tory. For the Treasury, he 
named Paul O'Neill, chairman 
of Alcoa; for the Pentagon, 
Donald Rumsfeld, who held 
the same job in the Ford ad- 
ministration; for the Interior 
Department, Gail Norton, a 
westerner and firm defender 
of property rights; and as la- 
bour secretary, Linda Chavez, 
an outspoken opponent of ra- 
cial preferences in hiring. Most 
controversially, to be attorney- 
general, Mr Bush chose John 
Ashcroft, a staunch Christian 
conservative. The most widely 
applauded choice was Tommy 
Thompson, governor of Wis- 
consin, to take charge of 
health and human services. 
The only Democrat named so 
far was Norman Mineta, as 
transport secretary. 


Disregarding months of ob- 
struction from senators, Presi- 
dent Bill Clinton signed a 
treaty to establish a world 
criminal court. The Senate 
still needs to approve it, and is 
unlikely to do so, but the pres- 
ident’s action at least encour- 
aged Israel to sign up too. 








P oa 
f l | 
El Salvador adopted the dol- 
lar as its currency, the third 


country in Latin American to 
do so. 


Political heat in Tabasco: in a 
blow to his hopes of leading 
Mexico’s formerly ruling Insti- 
tutional Revolutionary Party, 
Roberto Madrazo, the state’s 
outgoing governor, fled to Mi- 
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ami. In an unprecedented 
judgment, the Federal Electoral 
Tribunal had annulled the 
controversial election of a Ma- 
drazo ally as the state’s new 
governor. 


The second-biggest of Col- 
ombia’s guerrilla groups, the 
ELN, released 42 soldiers and 
police it had held hostage for 
up to two years. The aim was 
to speed formal peace talks 
with the government. Mean- 
while, officials blamed the 
larger FARC guerrilla group, 
with whom peace talks are 
suspended, for the killing of a 
congressman and five others. 


To prepare for an imr-led 
package of $39 billion in aid, 
President Fernando de la Rua 
of Argentina issued decrees 
to cut spending on health and 
social security, which had 
been opposed in Congress. 


Chile’s Supreme Court ruled 
that General Augusto 
Pinochet should undergo 
medical tests before he could 
be questioned or arrested on 
criminal charges. The investi- 
gating judge ordered tests to 
start on January 7th, but the 
former dictator’s lawyers want 
them postponed. 


Serbia’s new broom 


Reformers led by Zoran Djin- 
djic easily won Serbia’s gen- 
eral election on December 
23rd, getting 64% of the vote to 
the 14% for Slobodan Milos- 
evic’s ex-communists. Mr 
Djindjic is likely to become 
prime minister soon. 


The future of federal Yugo- 
slavia, which links Serbia with 
tiny Montenegro, remained 
in doubt, especially after a 
small party left Montenegro's 
ruling coalition, whose presi- 
dent, Milo Djukanovic, wants 
independence. An early gen- 
eral election looks likely. 


Jean-Christophe Mitterrand, a 
son of France’s late president, 





Francois Mitterrand, was ar- 
rested amid reports that he 
had helped sell arms to An- 
gola despite an international 
embargo. 


Journalists at the Czech Re- 
public’s state television ser- 
vice went on strike in protest 
against the appointment of a 
new boss said to be close to 
Vaclav Klaus, a right-winger 
who heads the main opposi- 


tion party. 


More than 50 asylum-seekers 
drowned when a ship sank 
off Turkey. 


Restoring links 


Taiwan lifted its 52-year ban 
on direct trade and commu- 
nications with China, but only 
for business between the 
mainland and the Taiwanese 
islands of Kinmen and Matsu. 


After years of delay, the Cam- 
bodian parliament agreed to 
set up a tribunal to try leaders 
of the former Khmer Rouge 
regime. Two are in custody. 
Pol Pot, who masterminded 
the regime’s genocidal policy, 
died in 1998. 


Four more members of the 
Falun Gong spiritual move- 
ment have died in Chinese 
prisons, according to a Hong 
Kong human-rights group, 
bringing to 92 the number of 
those known to have died 
from ill-treatment. 


At least 178 people died after 
two passenger ferries collided 
in fog on the Meghna river in 
Bangladesh. 
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POLITICS THIS FORTNIGHT 


Glimmer of peace 


As the intifada raged on, Is- 
raeli-Palestinian talks be- 
came a possibility. Bill Clinton 
submitted proposals for a 
framework agreement, which 
Ehud Barak announced he 
would accept if Yasser Arafat 
did so too. Mr Arafat, after 
seeing Mr Clinton, also ac- 
cepted but with strong res- 
ervations, particularly over 
clauses dealing with the Pal- 
estinian refugees. 


An Iraqi opposition group in 
exile reported that Saddam 
Hussein had suffered a se- 
vere stroke. “A stupid report 
that does not even merit a re- 
sponse,” was the response of 
Iraq’s Information Ministry. 


The trial of four men—a Tan- 
zanian, a Saudi, a Jordanian 
and a Lebanese-born Ameri- 
can—accused of plotting to 
bomb the American em- 
bassies in Nairobi and Dar es 
Salaam began in New York. 
The explosions killed 224 peo- 
ple, most of them African. 
Osama bin Laden, a Saudi al- 
leged to have masterminded 
the bombing, remains at large. 








John Kufuor won Ghana’s 
run-off election for president. 
Most Ghanaians welcomed 
the end of Jerry Rawlings’s 19- 
year rule. 


The spreading of Sierra Leone’s 
war to Guinea persuaded the 
United Nations to reverse its 
policy and help Sierra Leon- 
ean refugees to leave Guinea 
for home. 
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Rates come down 











America’s Federal Reserve 
made a surprise cut in inter~ 
est rates, trimming the fed 
funds rate half a point to 6%. 
The Fed also said it would cut 
rates again if that were neces- 
sary to ward off recession. Re- 
cent bad news included a 
sharp fall in the National 
Association of Purchasing 
Management's index of manu- 
facturing activity in December: 
it hit its lowest level since 
April 1991. The Conference 
Board’s index of consumer 
confidence also fell, for the 
third month running, reaching 
a two-year low. 


On the first day of trading in 
the new year, America’s high- 
tech Nasdaq Composite 
index fell 7.2% as investors 
worried about falling profits 
and the state of the economy. 
But it rebounded almost twice 
as far on news that the Fed 
had cut interest rates, 


America’s travails gave a boost 
to the euro, which reached a 
five-month high against the 
dollar, of just below 95 cents. 
And it rose above ¥108—a 
level not seen since last Febru- 
ary. The euro-zone also wel- 
comed a new member: Greece 
became the 12th country to 
adopt the single currency. 


Saudi Arabia responded to 
sliding oil prices by calling 
for OPEC to cut production at 
its meeting on January 17th by 
15m barrels a day. It con- 
vinced oil markets that quotas 
would be cut and briefly 
caused the oil price to rally. 
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Credit where due 


A sharp fall in the prices of 
investment-grade and 
junk bonds looks likely to 
continue in America, accord- 
ing to Standard & Poor's, a 
credit-rating agency. It added 
that defaults would probably 
increase as America’s economy 
slowed. sap also said that the 
number of credit downgrades 
had exceeded upgrades for the 
tenth quarter in succession. 


As part of last year’s messy di- 
vorce settlement with Arthur 
Andersen, Andersen Consult- 
ing adopted a new name, ac- 
centure. Despite hoping to 
emphasise an “accent on the 
future”, the logo will adopt 
what is now a rather old-fash- 
ioned look: lower-case letter- 
ing throughout. Corporate 
freebies with the old name 
could become collectors’ items. 


Edson Mitchell, a top exec- 
utive at Deutsche Bank and a 
leading figure in its invest- 
ment-banking arm’s push for 
elite “bulge bracket” status, 
died in a plane crash. Mr 
Mitchell had been tipped as 
the next head of Deutsche's 
investment-banking unit. 


Chase Manhattan com- 
pleted a takeover of J.P. 
Morgan to become J.P. Mor- 
gan Chase, but lost a senior 
executive. Joe MacHale—J.P. 
Morgan’s chief executive for 
Europe, the Middle East and 
Africa—announced that he 
would quit the enlarged in- 
vestment bank. Other depar- 
tures are expected soon. 


Trouble brewing 


Britain’s government told Bel- 
gium’s Interbrew that it 
must sell the brewing interests 


that it acquired from Britain’s | 


Bass for £2.3 billion ($3.5 bil- 
lion) last year. Interbrew, the 
world’s second-largest brewer, 
had not expected such tough 
regulatory intervention; its 


| shares fell sharply. 
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| biggest chicken company, is to 


got the chop. 


| ceed €15 billion ($1.4 billion). 


BUSINESS THIS FORTNIGHT 


Wal-Mart, the world’s big- | 


| gest retailer, said that the De- | 


cember shopping season had 
been disappointing and that 
sales would be below its pro- | 
jections. But it also announced 
plans to follow Carrefour, the 
world’s number two retailer, 
into Japan. The French com- 
pany opened a store in Japan 
late last year and plans an- 
other dozen. Wal-Mart is hop- 
ing to open its first store next 
year. 


Glaxo Wellcome and Smith- 
Kline Beecham completed 
their merger to form the 
world’s second-largest drug 
company. GlaxoSmith- 
Kline's birth had been de- | 
layed by American regulatory 
concerns over market domi- 
nance in some product lines, 





Tyson Foods, the world’s 


buy IBP, America’s largest 
beef-processing operation, for 
a meaty $3.2 billion in cash 
and shares. A rival all-share 
bid from Smithfield Foods, 
an American pork company, 


Aventis, a Franco-German 
drug company, announced 
that it would sell its 66% stake 
in Messer Griesheim, an in- 
dustrial-gas firm, to Allianz 
Capital Partners and Goldman 
Sachs at a price thought to ex- 


Aventis, like other drug firms, 
is moving away from the 
broad life-sciences business to 
concentrate on drug making. 





Endesa, a Spanish power 
firm, expanded its pan-Euro- | 
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pean activity with the acqui- 
sition of Remu, the fourth- 
largest gas and electricity dis- 
tribution company in the 
Netherlands. The €11 billion 
($1 billion) purchase will give 
Endesa a 9% share of the 
Dutch market. 


Online off-load 








Letsbuyit.com, a European 
online group-buying concern, 
won temporary bankruptcy 

protection. It also announced 


| that it would take no new or- 


ders as it hunts around for a 
cash injection to keep it sol- 
vent. When market trading re- 
sumed, its shares fell by over 
50% in one day. 


Intershop Communica- 
tions, Europe’s foremost sup- 
plier of e-commerce software, 
issued a profits warning. The 
German company blamed 
cutbacks in Internet spending 
by big companies as gains 
promised by e-commerce re- 
mained an ever distant pros- 
pect. Its shares plummeted. 


EToys, a struggling American 
online toy shop, is to close all 
its European operations later 
this month after disappointing 
sales over Christmas. 


Napster, a free service for 
downloading music from the 
Internet, struck a deal with 
Edel Music, a European mu- 
sic company, to make Edel’s 
music available on the web. 
Napster, which is developing 
the new service with Bertels- 


| mann, a German media giant, 


hopes that other record com- 
panies will follow suit. 
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Burswood International Resort in Perth, Western Australia, is just the 
place to enjoy an auspicious start to the Year of the Snake. It’s a clean, 
fresh destination of breathtaking local beauty. Of excitement and anticipation. 
And to celebrate Chinese New Year we’ve arranged an exciting array of 
activities including traditional lion dances and fireworks. Enjoy our five 
star luxury, 9 restaurants, 5 bars, non-stop entertainment and the discrete 


opulence of the International Room. *Normal incentive programs apply. 
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it in Kashmir 


India and Pakistan are moving towards historic talks on Kashmir. But the 


hard part is just beginning 


NTHE past, thaws in relations between In- 
dia and Pakistan have usually portended 
avalanches rather than spring. Yet the 
chances for at least starting talks about the 
disputed state of Kashmir—such talks to en- 
compass India, Pakistan and separatists 
from the part of the state ruled by India—are 
the best they have been in nearly two years. 
In December India’s prime minister, Atal 
Behari Vajpayee, extended until January 
26th the unilateral ceasefire in operations 
against armed separatists in Kashmir that he 
started in Ramadan, the Muslim holy 
month. A delegation from the All-Party Hur- 
riyat Conference, the main political group- 
ing of separatists, may soon be allowed to go 
to Pakistan to obtain the blessings of its gov- 
ernment and (less likely) of militant groups 
based there, most of which oppose a peace 
process. Talks between the Hurriyat and the 
Indian government could begin soon after 
that. “We shall be bold and innovative de- 
signers of a future architecture of peace and 
prosperity,” declared Mr Vajpayee in a 
newspaper article he wrote during his win- 
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ter holiday in the backwaters of Kerala. 
Pakistan has answered in kind: on De- 
cember 2oth it withdrew some of its troops 
from the “line of control”, the unofficial bor- 
der that divides Kashmir into Indian- and 
Pakistani-controlled zones. Pervez Mushar- 
raf, Pakistan’s military ruler, has softened his 
country’s earlier insistence that it should be 


cordon-and-search operations, the bane of 
daily life, have been reduced. Hope is stirring 
for an end to the violence. 

But the peace process could yet collapse 
before it gets going. Pakistan-based militant 
groups, especially those dominated by non- 
Kashmiris, are trying to make that happen, 
with attacks on Indian security forces and 
others, one of them at the Red Fort in Delhi, 
where independent India raised its flag for 
the first time in 1947. Mr Vajpayee says that 
Pakistan cannot talk to India until it does 
more to rein in “terrorist organisations”. The 
Hurriyat’s trip to Pakistan, due in mid-Janu- 
ary, is being complicated by Indian hesita- 
tion about giving passports to all seven of its 
leaders, including pro-Pakistan hardliners. 
Kashmir’s pro-Indian state government 
meanwhile says it will hold local elections 
this month, an attempt, say the separatists, to 
scuttle the peace process. 

What makes these obstacles surmount- 
able is that the three main participants want 
the process to begin. India is keen to talk to 
disgruntled Kashmiris, and recognises it 
cannot get far without the co-operation of 
Pakistan. The Hurriyat, though divided over 
issues such as whether merger with Pakistan 
is preferable to independence, is eager for a 
political solution after years of fruitless war. 
And Pakistan, internationally reviled for its 
military government and its failed attempt 
in 1999 to seize territory on India’s side of the 
line of control, would regard dialogue with 
India about Kashmir as a diplomatic coup. 

But none of this necessarily means that 
thinking has changed enough to keep talks 
going once started, let alone to produce a set- 
tlement to a dispute that has brought about 
two wars and a 12-year insurgency involving 
some 35,000 deaths. Observers in India and 
Pakistan doubt that their governments have 
shed the inhibitions that have stymied any 
settlement for half a century. Amitabh 
Mattoo, a scholar at Jawaharlal Nehru Uni- 





party to any negotiations from the 
outset. India rejects “tripartite” talks 
because it regards Kashmiri separat- 
ism as an internal matter. Pakistan 
now says that talks can begin be- 
tween the Indian government and 
the Hurriyat; Pakistan can join later. 
This is a “shift in Pakistan’s focus”, 
says Khalid Mahmud of the Institute 
of Regional Studies in Islamabad. 
“Kashmiris occupy centre stage for 
the first time.” 

In Kashmir, there is some relief. 
The security forces have been or- 
dered to strike only after being 
struck, and shelling across the bor- 
der has declined. Roadblocks and 
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LAHORE 


HE first step in General Pervez Mush- 

arraf’s plan to restore “real democracy” 
to Pakistan, in the shape of non-party 
local-government elections, was taken on 
the eve of the new year, when Pakistanis 
voted for their local representatives in 18 of 
the country’s 106 districts. The turnout was 
said to have averaged about 40%, a respect- 
able level, though the political parties, 
which were banned from the contest, dis- 
puted the figure. 

To ensure that all went smoothly, the 
candidates were carefully vetted by Pak- 
istan’s extensive intelligence establish- 
ment. Before giving approval to their can- 
didatures, local magistrates asked them to 
prove their credentials as “good Muslims” 
(recite this prayer, explain that ritual, who 
was so-and-so in Islamic history) and sign 
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Pakistan’s peculiar election 


affidavits that they were not loan-defaul- 
ters or tax-evaders. 

The final results of the first round will 
be declared on January 6th. The local elec- 
tions are due to proceed in stages between 
now and August 2001. They will be fol- 
lowed by provincial elections in the sum- 
mer of 2002 and federal elections before 
the end of October 2002 (three years after 
the general’s coup), according to the time- 
table set by the Supreme Court, which 
General Musharraf says he will respect. 

But lapses are already apparent. Gen- 
eral Musharraf had promised that the 
“corrupt power-brokers” in the two main- 
stream political parties, the Muslim League 
and the Pakistan People’s Party (PPP), 
would be wiped out in his “revolutionary” 
scheme of things, so that power would 
eventually devolve to the common folk of 
the country. But the age-old power and pa- 
tronage system has reasserted itself with a 
vengeance, especially in the rural areas, 
with 60% of the seats likely to have been 
won by candidates propped up by the two 
parties. Indeed, the sweeping victory of Be- 
nazir Bhutto’s ppp in her home province of 
Sindh has raised the spectre of ethnic sepa- 
ratism all over again. But at least the voters 
have apparently stuck to another tradition 
by spurning all the religious parties, which 
made a poor showing. 

If General Musharraf has failed to 
change the political landscape very much 
by holding these elections, his hope that 
political representation would expand 
horizontally by reserving a large chunk of 
the seats for women and minorities (35%) 
has also been thwarted. The leaders of the 
minority communities, mainly Christians 
in Punjab province and Hindus in Sindh, 


objected to the “separate-electorate” sys- 
tem (non-Muslims cannot vote for Muslim 
candidates and vice versa) ordained by the 
military regime, and asked their followers 
to boycott the polls. Those candidates who 
did not pull out were elected unopposed. 
Similarly, a third of all the female candi- 
dates, mostly retainers of powerful feudal 
families or party-political activists, were 
elected unopposed and a third of the seats 
remained uncontested, highlighting the 
continued dominant influence of tribal 
and semi-feudal conservative traditions. 

Critics are especially unsparing about 
the government's decision to wait six days 
before announcing the results. Given Pak- 
istan’s history of rigged elections, the fear is 
that the authorities in Islamabad will use 
the time to knock out many politically un- 
acceptable candidates and tailor the re- 
sults to their liking on one pretext or an- 
other. Equally, the decision to stagger the 
local elections over the next six months 
suggests the central government is anxious 
to keep control. The actual process of em- 
powering the mayors at the top of the lo- 
cal-government tier will begin only after 
the elections have been completed and leg- 
islation has been decreed about the distri- 
bution of powers between local- and pro- 
vincial-government officials. 

Although these elections have pro- 
vided few surprises, the next few rounds 
could be more interesting because the po- 
litical road map will be clearer, say pundits. 
Either there will be a restoration of the tra- 
ditional power elites and General Mushar- 
raf’s plans for a more democratic devolu- 
tion of power will fall flat, or the armed 
forces will be obliged to engineer the re- 
sults, leading to an erosion of legitimacy for 
the whole exercise. In either case, the gener- 
als may find they have taken on more than 
they can chew, even in this modest exercise 
in electoral democracy. 








versity in Delhi, thinks that the most India 
can offer Kashmir is “full autonomy” within 
India; Pakistan, India hopes, will settle for 
the portion of Kashmir it already controls. 
But, says Mr Mahmud in Islamabad, Pak- 
istan’s willingness to let the Hurriyat talk to 
India is “based on the assumption that Kash- 
miri leaders will not settle for autonomy.” 

This clash over final results could matter 
soon, because it bears on how the talks will 
be structured. The longer India talks sepa- 
rately to Kashmiris and to Pakistanis, the bet- 
ter its odds of striking a deal with the former 
and presenting it as a fait accompli to the lat- 
ter. The sooner the two tracks are brought to- 
gether, the bigger the say Pakistan will have 
in the final disposition of Kashmir. 

Both sides have powerful reasons to 
hold fast to their traditional positions. India, 
which has had to battle many other separat- 
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ist movements, never stops worrying about 
its “territorial integrity” and about what 
would happen to its 130m Muslims if the 
only Muslim-majority state were allowed to 
secede. Many in Mr Vajpayee’s party regret 
that Kashmir has been given more auton- 
omy than other states, since they fear this 
may representa precedent. 

For its part, Pakistan’s army owes its 
privileged position to strife with India. Even 
if General Musharraf is willing to give that 
up, he is vulnerable to charges of treachery 
by Islamic zealots, many of whom are armed 
and who have friends in the army. The 
leader of one prominent group recently 
called hima “security risk” to Pakistan. 

The next few weeks may disclose 
whether inhibitions can be broken. Mansoor 
Ijaz, a New York-based financier who has 
helped facilitate the peace process, says that 


General Musharraf is “assembling a team of 
like-minded generals” who believe that the 
Kashmiri freedom movement has been hi- 
jacked by Islamic fundamentalists. Their 
backing could help General Musharraf to be 
flexible. India’s foreign minister is expected 
soon to visit Saudi Arabia, source of much of 
the money on which the most implacable 
militants depend. An understanding be- 
tween the two governments could curb the 
flow of funds. 

If the zealots are tamed, a formula might 
be found that gives Kashmiris some form of 
“self-determination”, credits Pakistan witha 
victory on their behalf and preserves India’s 
territorial integrity. India now seems keen to 
improve the lives of ordinary Kashmiris. The 
question is whether it can do the same for 
one worried Pakistani general. 

m 
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Indonesia 


Talking about a devolution 


JAKARTA 


The new efforts to devolve power to Indonesia’s regions may cause more 


problems than they solve 


HE long-awaited attempt to shift more 

power to Indonesia’s regions got off to an 
uninspiring start this week. Before the 
newly-empowered districts and provinces 
could flex a muscle, the architect of the 
scheme asked to leave the cabinet. 

The former regional-autonomy minis- 
ter, Ryaas Rasyid, believes the whole scheme 
has been botched. His ministry was abol- 
ished in August, less than a year after it was 
set up, and replaced by a “directorate gen- 
eral” in the interior ministry. Mr Ryaas was 
then pushed, unwillingly, into a new role as 
minister for administrative reform. He had 
been talking of quitting for weeks and spoke 
_ ofa “difference of vision” after meeting Pres- 
ident Abdurrahman Wahid last week. The 
president has turned down his resignation, 
at least until he can hear the views of Vice- 
President Megawati Sukarnoputri, who is on 
a pilgrimage to the Muslim holy places in 
Saudi Arabia. 

Regional autonomy was once a cher- 
ished aim of Indonesia’s reform movement, 
but there was little celebration to mark its ar- 
rival on January 1st. Parliamentarians in Ja- 
karta’s city legislature walked out during a 
debate to complete the 2001 budget. In Go- 
rontalo, one of four new provinces, several 
people were killed in rioting. 

Mr Ryaas says the new legislation, which 
he was instrumental in drawing up, risks 
failure unless there is a strong ministry or 
agency to handle its implementation. Al- 
ready the government is behind in issuing 
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practical guidelines for devolution (14 regu- 
lations and 177 decrees should have been put 
out by now), which risks becoming an unco- 
ordinated mess open to corruption. 

One difficulty is that few agree on what 
the purpose of decentralisation should be. It 
was first mooted by the government of Pres- 
ident Suharto in 1997. After he fell in May 
1998, the idea was picked up by those who 
feared that a new strongman could emerge 
within the central government. Now the 
main question seems to be about who 
should control the revenues from various 
taxes and from the exploitation of the re- 
gions’ natural resources. 

Two laws in 1999 which broadly shifted 
resources from central to regional govern- 
ment raised more questions than they an- 
swered. Politicians in the centre worried that 
the extra financial clout of the provinces 
could encourage separatists. That seems a 
genuine risk in separatist-minded Irian Jaya 
and Aceh, both rich in natural resources. So 
most of the new powers were given to dis- 
tricts and municipalities, bypassing the pro- 
vincial governments, although Irian Jaya 
and Aceh will still get “special autonomy” 
packages later this year. 

The districts will now get 80% of the in- 
come from most mining and forestry opera- 
tions, 30% of earnings from natural gas and 
15% from oil. They will also get a fifth of local 
income-tax receipts and at least a quarter of 
a special fund of centrally collected revenue. 
Receipts from this fund could amount to 


ASIA 


some 80 trillion rupiah ($8 billion) this year. 

Despite this largesse, the recipe is almost 
certain to leave people unhappy. Even be- 
fore it began on January 1st, problems arose. 
Some local legislatures have begun to de- 
mand bigger payments from foreign mining 
firms working on their turf. Elsewhere local 
representatives have insisted that their lead- 
ers should be “sons of the local soil”, and 
have tried to force out well-qualified incum- 
bents. More corruption is widely expected in 
local government, and environmentalists 
warn that money-hungry local govern- 
ments will encourage faster timber extrac- 
tion and so quicker deforestation. And some 
local governments even want to get their 
hands on var and corporate taxes, which 
now go to the centre. 

Even if it keeps control of those, the cen- 
tral government and some poorer regions 
will now have less to spend. Much of Indo- 
nesia’s mineral wealth is concentrated in just 
four of its provinces, rebellious Irian Jaya 
and Aceh among them. Without plump rev- 
enues from these, Jakarta will find it harder 
to dish out subsidies to resource-poor parts 
of the country. 

This could in turn cause even more frag- 
mentation. Already, in the past two years, 
four new provinces have been set up; other 
places are clamouring for provincial status. 
Rule from Jakarta is increasingly shaky in 
some outlying areas. In war-torn Aceh and 
Maluku, for example, there is even a shortage 
of judges to staff the courts. Rather than 
solving Indonesia’s problems, this messy de- 
centralisation scheme may make them 
worse. 





Taiwan and China 


Small change 


TAIPEI 


A TAIWAN opened direct links between 
its islands of Kinmen and Matsu and the 
Chinese mainland cities of Xiamen and Fuz- 
hou last week, the language was grandiose. 
Kinmen and Xiamen are only six kilometres 
(four miles) apart, “but the journey between 
them has taken 52 years,” said Kinmen’s 
county chief, Chen Shui-tsai. The signifi- 
cance of Taiwan’s new opening to China is 
likely, however, to be of symbolic rather 
than practical value, and will in practice stall 
normalisation of commercial relations 
across the strait for some time to come. 
Taiwan had banned direct transport, 
communication and commerce with China 
since 1949. Despite bilateral trade of over $20 
billion a year and more than 1m visits by Tai- 
wanese tourists to China a year, all this traf- 
fic has had to go via a third “territory”, usu- 
ally Hong Kong or Japan. Until last week, 
Kinmen residents who wanted to travel the 
six kilometres to Xiamen had to fly to Taipei, 
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then to Hong Kong, and eventually to Xia- 
men, a journey of about 1,600km. 

The lifting of the ban on direct links was 
China’s main priority in its prickly relations 
with Taiwan. The previous Taiwanese gov- 
ernment, replaced in May last year, thought 
that direct links were a prize for which China 
would have to pay dearly. It refused to con- 
sider lifting the ban until China was pre- 
pared to renounce the use of force to reunify 
what it calls a “renegade province” with the 
motherland. Although direct links with the 
island of Taiwan itself remain forbidden, it 
might have been thought that at least this 
concession would have been greeted with 
acclaim by China. Nota bit of it. 

Part of the problem is that Taiwan’s 
change of government put in power the 
Democratic Progressive Party, which fa- 
vours a formal declaration of independence, 
although it is being prudently quiet about it. 
As a result, Chinese priorities have shifted; 
direct links now matter less than trying to 
force Taiwan to agree to the “one-China” 
policy of the Communist government. A 
change that could have been seen as an his- 
toric gesture of reconciliation has been con- 
demned as inadequate by China’s officials 
and its media. 

China will not turn away Taiwanese 
ships, but it refuses to negotiate with Tai- 
wan’s authorities on any of the mechanisms 
needed if the change is to have more than 
symbolic value. These include an arrange- 
ment for currency exchange, without which 
trade is likely to remain little more than mar- 
ket peddling. In any event, only residents of 
Kinmen and Matsu are to be allowed to tra- 
vel directly to China; only 600 Chinese tour- 
ists are to be allowed on the islands at any 
one time; and, perhaps more importantly, 
the small size of Kinmen and Matsu’s port fa- 
cilities stop them from being a way-station 
for shipment of goods between China and 
Taiwan proper, which is at present illegal. 

It is widely believed in both China and 
Taiwan that Taiwan’s entry into the World 
Trade Organisation (wro), which is ex- 
pected later this year, will force open direct 
links with China; hence perhaps China’s 
readiness not to press more vigorously for 
direct links now. Such confidence may be 
misplaced. Taiwan’s Mainland Affairs 


26 


Council points out that, though its member- 
ship of the wro will mean Taiwan must 
open its markets to China, the accession pro- 
tocols do not say that commercial exchanges 
have to be direct. 

Taiwan’s government is willing to open 
up to China, in ways that its predecessor was 
not, though cautiously. But if it is to take 
place, China has to show more willingness to 
talk to Taiwan on terms that the island can 
accept, which means moderating its stance 
on “one China”. That, however, is something 
that China’s leaders are loth to do lest they 
should be accused of being soft on Taiwan. 
Taiwan’s leaders for their part cannot be seen 
to be too conciliatory to China or they will 
risk losing public support—which they do 
not want, with legislative elections due this 
year. This juxtaposition of conflicting inter- 
ests is not something that Kinmen residents’ 
new-found pleasure in shopping in Xiamen 
is likely to change. 





Kazakhstan 
Coming home 


NURLY 


N A map, Kazakhstan looks impressive 

enough, covering an area the size of 
Western Europe. But it is mostly empty 
space, with a population of under 17m. With 
expansionist powers such as Russia and 
China for neighbours, Kazakhstan’s leader 
worries that some day someone will develop 
an appetite for its territory. President Nur- 
sultan Nazarbaev’s big idea has been to in- 
vite home all those Kazakhs, with their fam- 
ilies, who left the country when it was part of 
the Soviet Union, or whose ancestors left 
even earlier in tsarist times. It is reckoned 
that about 4.5m Kazakhs live abroad, in 
China, Mongolia, Russia, Turkey, Uzbeki- 
stan, Iran and Afghanistan. If a good num- 
ber returned to the homeland, not only 
would they fill some of the empty spaces, but 





Room to spare 


they would boost the Kazakh presence in the 
multi-ethnic country. At present barely half 
the population is Kazakh. 

So far, there has not been a great rush to 
accept the president’s invitation, now sev- 
eral years old. About 182,000 Kazakhs have 
returned. Many bureaucrats have not been 
welcoming, illegally charging for forms that 
the newcomers have to complete to obtain 
citizenship. That racket has now ended and 
the forms are distributed free. But it was a 
bad start to the homecoming. 

Then there have been the simple pro- 
blems of resettlement. Rakhim Aiypuly 
came to Nurly, a village 100km (63 miles) east 
of Almaty, the former capital, from western 
China with his family seven years ago. The 
Kazakhs in China preserved their culture in 
its purest form, he says, whereas those in 
Kazakhstan even forgot their own language 
during the Soviet decades. “We are the last 
real nomads among the Kazakhs world- 
wide,” he says. 

Mr Aiypuly’s ancestors moved to China 
in the 1850s to escape tsarist oppression. In 
China’s Xinjiang province, Kazakhs had 
their own schools, where to this day students 
learn to write Kazakh using Arabic charac- 
ters. In Kazakhstan, Russia’s cyrillic alphabet 
is standard. Mr Aiypuly decided to leave 
China when it became clear that the Kazakh 
schools were doomed and that the Chinese 
aimed to assimilate the Kazakh people. At 
least in Kazakhstan he and his children can 
keep their Kazakh identity, even though 
some things there have changed not entirely 
to his liking. 

Dina Bulesheva and her husband also 
thought of their children when they moved 
from the Karakalpakstan region in Uzbeki- 
stan to Almaty four years ago. Hunger had 
driven their parents from Kazakhstan in the 
1930s. The drying up of the Aral Sea, the ill 
health associated with the region and the 
preference given to Uzbeks for jobs were fac- 
tors that made them decide to return to their 
homeland. Like Mr Aiypuly, Mrs Bulesheva 
has found her new community strange. Her 
Kazakh includes Uzbek words. - 
She says that people in Almaty 
sometimes have difficulties 
understanding her. 

But in other ways she finds 
that the people of Central Asia 
have similar ideas. Intermar- 
riage and divorce are accept- 
able. Mr Aiypuly, though, says 
that among the Kazakhs in 
China divorce is rare. In Nurly 
their daughters are wary of 
marrying local lads, fearing 
that they may eventually bedi- 
vorced. Kazakhs from China, 
says Mr Aiypuly, are more at- 
tentive to Islamic teaching. He 
is appalled that some Muslims 
eat pork. 

But these are minor pro- 
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= blems for the government’s “come home” 
movement. By law, returning Kazakhs are 
supposed to be entitled to certain benefits, 
including housing and financial assistance. 
In practice, the government does not have 
enough money to honour its promises, so 
there is a waiting-list for benefits. Even so, 
between 1993 and 1999, the annual number 
of families gaining benefits went down from 
10,000 to 500, Considering the outflow of 
1.5m people from Kazakhstan over the past 
ten years—mostly Russians and Germans 
also returning to their homelands—the gov- 
ernment hasa long way togoifitisever tosee 
itsempty steppes fill up. 





Philippines 
Bomb justice 


MANILA 


HE closer the prosecution appears to be 

to proving that President Joseph Estrada 
is guilty of corruption, the more remote it 
seems that his impeachment trial will result 
in his being removed from office. Inside the 
Senate, which sits in judgment on Mr Es- 
trada, the prosecution has produced some 
damaging evidence of murky financial deal- 
ings at the presidential palace. Outside, a 
wave of bombings, together with allegations 
of death threats and police bugging of cen- 
tral figures in the trial, has created an atmo- 
sphere of fear and distrust in which it is be- 
coming hard to imagine either Mr Estrada or 
his opponents accepting an unfavourable 
verdict. 

Before the trial adjourned for Christmas, 
the prosecution presented the most damag- 
ing evidence the Senate had heard. A sur- 
prise witness, Clarissa Ocampo, a bank offi- 
cial, gave evidence indicating that Mr 
Estrada had kept bank accounts under a 
false name. These contained suspiciously 
large sums of money, at least $10m. But the 
sober mood of the trial, and the idea that jus- 
tice would prevail, took a battering on De- 
cember 30th, when five bombs exploded in 
Manila within three hours, killing 22 people. 

In the aftermath, all the usual suspects 
were blamed: Muslim rebels, communist 
guerrillas, mutinous military or police offi- 
cers, and even the government itself. But 
whoever the bombers were, the effect was to 
create suspicion that Mr Estrada would use 
the attacks as an excuse to declare a state of 
emergency, or martial law, and so remain in 
power regardless of the outcome of his trial. 
Filipinos remember that Ferdinand Marcos 
pulled off a similar trick in 1972 to keep the 
presidency. 

Along with the bomb attacks, there are 
worries that outsiders are trying to influence 
the trial. The lives of Mrs Ocampo and an- 
other prosecution witness are said to have 
been threatened. A Manila newspaper re- 


28 








Te new year in Japan is always a time 
for house cleaning. This year, how- 
ever, the government is giving itself a spe- 
cial dusting down. Japan’s civil service is 
enduring its most thorough reform since 
the Americans occupied the country. Be- 


Tokyo’s bureaucratic district, whole 
ministries are vanishing, merging with 
each other, or at the very least getting 
new names. By January 6th, when the 
removal vans leave, nearly $400m will 
have been spent shifting 33,000 bu- 
reaucrats and their files about the 
place. The result, say officials, will be 
smaller government, stronger po- 
litical leadership and a bureauc- 
racy ready to serve, not rule. Yet 
opinion polls suggest just one in - 
five Japanese believes them. 

The government is undenia- 
bly about to get smaller. Mergers 
will cut the number of ministries 
and agencies from 22 to 12, and 
one in four civil-service jobs will 
go over the next ten years. The 
politicians, meanwhile, get new 
jobs inside each ministry that 
are meant togive them more say 
in policymaking. Most impor- 
tant of all are new powers for 
the prime minister, who gets a 
strengthened Cabinet Office, * 
lots more staff and, in theory 
at least, a much bigger say in 
government spending. 

In practice, however, «+» 
not all of these changes are 
likely to work exactly ac- 4 
cording to plan. The Cabinet 
Office was supposed to se- 
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neath a cloud of paper in Kasumigaseki, 





































cure a measure of independence by re- 

cruiting many of its staff from outside the 

civil service. But Japan’s rigid hiring prac- 

tices have made this difficult. So almost all 

the important posts have been filled by 
the usual career bureaucrats. 

Reforms to the bureaucracy, 
meanwhile, look a mixed bag at best. 
Having already lost its authority to 
regulate banks, the once-mighty Fi- 
nance Ministry has ceded more 
ground. A new body, under the Cab- 
inet Office, will now draft the outline 
of the national budget. The Finance 

Ministry looks a softer target than 
the big spending ministries, with 
their well-organised networks of 
friendly politicians. No one has ex- 
plained how merging the Ministry 
of Posts and Telecoms, the Man- 
agement and Co-ordination 
Agency and. the Ministry of 
Home Affairs will make any of 
them more efficient. 
Other changes seem to 
run counter to the desired di- 
rection. Under the politicians’ 
original plan,drawn up in 1997, 
the power of the public-works 
bureaucracy was to be weak- 
ened by splitting the Con- 
struction Ministry in two. 
Perversely, it has instead got 
bigger, merging with the 
- Transport Ministry, the Na- 
tional Land Agency and the 
Hokkaido. Development 
Agency to create a monster 
that will control nearly 80% 
$ of public-works spending. 
~ Try reforming that. 








ported that a special police unit established 
by Mr Estrada himself was monitoring the 
telephone calls of prosecution lawyers and 
most of the senators (who are, in effect, the 
jurors). The Senate began hearings to deter- 
mine whether this police unit had commit- 
ted contempt of court. 

Mr Estrada has pleaded not guilty to 
charges of bribery, graft and corruption, be- 
trayal of public trust and culpable violation 
of the constitution. If the Senate finds him 
guilty of any one charge by a two-thirds ma- 
jority, then the constitution says he should 
be removed from office. But the procedures 
followed by the Senate are to a great extent 
being made up as the trial goes along. Most 
crucially, it has still not been decided 
whether the two-thirds majority required 
for a conviction means two-thirds of the 24 
Senate seats (two of which are vacant), or 


two-thirds of the 22 sitting senators, a dis- 
tinction that could be critical. Among the 
senators themselves, supporters and oppo- 
nents of the president have dropped all pre- 
tence of impartiality and have begun to 
demonstrate their biases openly. 

These anomalies are potential grounds 
for either Mr Estrada or those opposed to 
him to question the outcome of the trial. The 
president has said he will abide by the sena- 
tors’ verdict, although he has also said that he 
is convinced he will be acquitted. Those who 
campaigned for him to be impeached have ` 
made no undertaking to accept the verdict. 
The danger is that the Senate trial, instead of 
settling the political crisis in the Philippines, 
will lead to even greater turmoil—for which 
the constitution does not seem to offer a legal 
and peaceful solution. 
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UNITED STATES 


By George 


WASHINGTON, DC 


The mandate-less manner of George Bush’s victory led many people to expect 
that his cabinet would be strongly bipartisan, and weakly conservative. His 
appointments have proved their prediction wrong 


N THE face of it, George Bush’s admin- 

istration seems designed largely to 
compensate for his personal lack of experi- 
ence in government. Think of his proposed 
cabinet as three concentric circles: an inner 
core of heavyweight national security and 
economic policymakers; a conservative sec- 
ond ring of domestic policymakers; and a 
motley crew at the outskirts. 

For the inner circle, Mr Bush reached 
back to the Ford administration, and to his 
father’s. Three members of this group served 
under President Ford a quarter-century ago: 
Dick Cheney, then chief of staff; Paul O'Neill, 
then deputy head of the Office of Manage- 
ment and Budget (oms), now nominated as 
Treasury secretary; and Donald Rumsfeld, 
the once and future defence secretary. 

This group gives the Bush cabinet a 
strong corporate and managerial flavour, as 
if it were a meeting of America’s board of di- 
rectors. All three served at the pinnacles of 
the old economy. Mr Cheney ran Hallibur- 
ton, an oil-services company. Mr O'Neill ran 
Alcoa, a virtual aluminium monopoly. Mr 
Rumsfeld came from G.D. Searle, a 


main drawback may be that they will tend to 
see foreign crises in predominantly military 
terms (Messrs Cheney, Rumsfeld and Powell 
all have backgrounds in the Pentagon). But 
they are undoctrinaire, unflamboyant, and 
experienced at managing big organisations. 

These are not negligible qualities. Bill 
Clinton’s policy-wonkish preferences 
plunged his first year in government into 
organisational chaos. The Bush team’s depth 
of managerial expertise has been rightly 
praised. Leon Panetta, whom Mr Clinton 
brought in as chief of staff to sort out the 
early muddle, called the first choices “prag- 
matic moderates” and said “it bodes well for 
the effort to try to govern at the centre.” 

That may be true of the inner circle, but it 
can hardly be said about the next ring, that of 
the main domestic policymakers. This con- 
tains more conservative figures. The pro- 
posed secretary of health and human ser- 
vices, Tommy Thompson, is the governor 
who shook up welfare in Wisconsin. Linda 
Chavez is one of the few Reaganites in the 
new administration (she was head of the 





Making his mark 


Commission on Civil Rights then), and her 
nomination as labour secretary has already 
drawn the ire of trade unions. Spencer Abra- 
ham, a former senator, has been nominated 
to run a department (energy) that he once 
proposed abolishing. Above all, the ap- 
pointments of attorney-general (John Ash- 
croft) and interior secretary (Gale Norton) 
have been seen as victories for the right. 
These figures are heroes to conservatives 
for their espousal of policies that are meat 
and drink to the right, especially abortion. 
But in fact, though they can all be lumped to- 





pharmaceuticals firm (a back- 


ground shared with the new head 
of the oms, Mitch Daniels, who 
comes from Eli Lilly, another 
drugs firm). 

These men exemplify Main 
Street Republicanism. Ronald 
Reagan surrounded himself with 
swashbuckling Californian busi- 
nessmen with ill-concealed con- 
tempt for the east-coast establish- 
ment. Now, the fiscal conserv- 
atives of the east coast have come 
out on top. With the exception of 
Larry Lindsay, a former Fed gover- 
nor and now chief economic ad- 
viser to Mr Bush, there is hardly a 
~ supply-sider in the bunch. 

If you then add in the other 
members of the national-security 
team from the White House of the 
elder Bush—Colin Powell and 
Condoleezza Rice—you complete 
a picture of the inner core as a col- 
lective safe pair of hands. Their 
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Bush's administration 

Position Age Conservativeness Texanness Poppyness* 
Vice-president Dick Cheney 59 Crr ky eam 
Secretary of state Colin Powell 63 ) A eee FS 
Treasury Paul O'Neill 65 r ae > N 
Defence Donald Rumsfeld 68 Pee ane & 
Attorney-general John Ashcroft 58 Pee & 
Interior Gale Norton 46 Ee aai xv & 
Agriculture Ann Veneman 51 æo Akk 
Commerce Donald Evans 54 or AA Akk 
Labour Linda Chavez 53 ATE x a 
Health & human services Tommy Thompson 59 or” a : 
Housing & urban development Mel Martinez 54 Er a wk 
Transportation ; Norman Mineta 69 Bg in 
Energy ý Spencer Abraham 48 oe & 
Education — Rod Paige 67 ETE Airi 

Veterans’ affairs Anthony Principi 56 oe ee 
te tae Patton, ae 
Chief of staff Andrew Card SoL 53 ere sede 
Nanana security Condoleezza Rice 46 oP a aK 
Source: The Economist *Proximity to Bush family 
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UNITED STATES 


gether under the broad rubric of conserva- 
tive, there is a critical difference between 
them. Norm Ornstein, a scholar at the Amer- 
ican Enterprise Institute (where Messrs Che- 
ney and O'Neill have both worked), puts it 
this way. As governor of Wisconsin, which 
voted for Al Gore and Mr Clinton twice, Mr 
Thompson has had to work with Democrats 
to achieve anything. It is hard toimagine him 
coming into office and reversing everything 
his predecessor did—especially since that 
predecessor, Donna Shalala, also comes 
from Wisconsin and worked with Mr 
Thompson when she was chancellor of the 
University of Wisconsin at Madison. 


Leading with the right 

But with Mr Ashcroft, Mrs Norton and Mrs 
Chavez, it is easy to think they would indeed 
overturn the bits of the Clinton legacy they 
inherit. The current interior secretary, Bruce 
Babbitt, has set aside more land under fed- 
eral programmes to protect wilderness areas 
than anyone since Teddy Roosevelt. Mrs 
Norton is a fierce opponent of the extension 
of these programmes and a supporter of 
private land-use rights in the west. Mr Clin- 
ton has supported affirmative-action poli- 
cies in labour law and tried to narrow the 
gap between men’s and women’s pay for the 
same work. Mrs Chavez is an outspoken op- 
ponent of both ideas. 

As for Mr Ashcroft, he is one of the most 
successful of all politicians from the religious 
right (he wants, for example, to make abor- 
tion illegal in the case of rape). With the office 
of the attorney-general supervising every- 
thing from antitrust to the protection of 
abortion clinics and the laws governing the 
public activities of churches, it is possible to 
imagine him rolling back almost everything 
Janet Reno has done. 

Inshort, Mr Bush’s cabinet includes both 
confrontational and co-operative conserva- 
tives. If you then consider that the outer cir- 
cle of cabinet members includes a pro- 
choice Republican (Christine Todd Whit- 
man)and a Democrat (Norman Mineta), it is 
clear that ideological coherence is not Mr 
Bush’s primary concern. His team is conser- 
vative, but not doctrinaire. 

Rather, Mr Bush is choosing horses for 
courses. On the campaign trail, he promised 
to build a national defensive shield against 
missiles. In Mr Rumsfeld, he chose one of the 
country’s foremost proponents of that sys- 
tem, which grew partly out of the alarming 
findings of the Rumsfeld commission into 
the threats of “rogue states”. On the trail, Mr 
Bush promised education reform that gave 
weight to academic testing and holding 
schools accountable for measured perfor- 
mance, rather than school vouchers. In Rod 
Paige, the proposed education secretary, he 
chose a man who implemented measures 
just like that as head of the Houston school 
board. One lesson of the new administration 
is that it makes sense to take Mr Bush’s cam- 
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paign promises seriously. 

The other lesson concerns Mr Bush’s 
own role. It has been widely thought that by 
appointing heavyweights like Messrs Che- 
ney, Rumsfeld and Powell, Mr Bush would 
let them do much of his job and recede into 
the background. This is partly right. Mr 
Bush’s choices do indeed look like the politi- 
cal implementation of Peter Drucker’s the- 
ory of “management by objectives”: set 
broad goals, delegate, don’t micro-manage, 
and fire the failures. Newt Gingrich loved to 
talk about applying Mr Drucker’s ideas to 
politics. Mr Bush is actually doing it. 

What is misleading is the idea that Mr 
Bush will be able to recede into the back- 
ground. Having surrounded himself with 
powerful figures, he will face the prospect of 
making tough decisions when the ambitions 
of his heavyweights clash, or if their cher- 
ished schemes cannot get through Congress. 
In choosing Mr Rumsfeld over the favourite 
for defence, Dan Coats (for fear that Mr 
Coats would not stand up to General Powell 
or to the Pentagon bureaucracy), Mr Bush 
showed he is capable of not taking the easy 
way out. He will need more such determina- 
tion. Far from being a reason for receding 
into the background, his penchant for dele- 
gating to strong figures will be a test of, not a 
substitute for, his own political skills. 

2 a] 





The census 
Sun, sun, sun 
and Idaho 


WASHINGTON, DC 


VERY ten years, America (after a good 
deal of fuss about racial categories and 
undercounting of poor folk) takes its own 
pulse, and conducts a census. The results of 
the new sounding are in, with the pulse far 
stronger in some parts than in others. 
Preliminary data just released confirm a 
trend that has shown up since 1945. Amer- 
ica’s population is still shifting away from 

















the industrial north towards the Sunbelt 
states of the South and westror, tolook atitas 
Republicans like to, from unpleasantly lib- 
eral cities to nicer gun-toting-and-commod- 
ities-exploiting conservative parts. 

While the national population has in- 
creased by more than 13% since 1990, the 
west’s population has jumped 19.7%, with 
Nevada, Arizona, Colorado, Utah and Idaho 
enjoying the greatest surges. Conversely, 
many big northern states, such as New York, 
grew only weakly during the 1990s and will 
lose congressional seats as a result. Some of 
the biggest electoral prizes of the 2000 elec- 
tion, notably Michigan, Ohio, Pennsylvania 
and Wisconsin, will lose seats too, and will 
thus end up with fewer electoral votes for 
the next election cycle. 

Although the gravitational pull of the 
Sunbelt is nothing new, the 2000 census data 
show that the strongest growth is no longer, 
as it used to be, in California and Florida. Ac- 
cording to William Frey, a demographer at 
the University of Michigan, a “new Sunbelt” 
has emerged, one that relies on the opportu- 
nities of high technology to lure young pro- 
fessionals inward from the east and west 
coasts. Over the past decade, states like Colo- 
rado, Arizona, North Carolina and Georgia 
have weaned themselves off mining and 
textiles and on tocomputers. 

In California and Florida, where growth 
has always come from large inflows of im- 
migrants and old folk respectively, the 
population has gone on growing, but more 
slowly than before. Both states will pick up 
fewer congressional seats than they did after 
the 1990 census. California was particularly 
hurt by a crippling recession in the early 
1990s, when thousands left the state for the 
Rocky Mountain states in search of jobs. 

One of the biggest winners of the 2000 
census (picking up two congressional seats) 
was Texas, which, according to Mr Frey, rep- 
resents both the old and new Sunbelts. In re- 
cent years, the state has welcomed both in- 
fusions of young workers to fill technology 
jobs and thousands of immigrants coming 
north from Latin America. Texas has re- , 
placed New York as America’s second- 
most-populous state, the first time since 1810 
that New York has not been top or second. 

More people bring more power, which is 
why Republicans are salivating over the 
2000 census data. Although, taken individ- 
ually, there is no reason why young com- 
puter nerds should vote Republican (most of 
their votes in November’s election seemed 
to go to Al Gore), their concentration in 
sunny and mountainous pockets means 
that states won by George Bush will pick up~ 
a total of seven congressional seats and 
seven electoral-college votes. 

Moreover, with Republicans controlling 
more state legislatures than they did after the 
1990 census, the party will be in a stronger 
position when drawing new congressional 
districts. Some Republican officials hope to 
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win a dozen new seats. Yet fights over con- 
gressional redistricting are usually bloody, 
and, even when one party controls the pro- 
cess, the other party will often make sure its 
opponent’s schemes end upin court. 

Given the high political stakes, not to 
mention the $200 billion in federal booty 
that rides on it, it is no wonder that the cen- 
sus inspires such passions. The controversy 
this time has been particularly ferocious, as 
the two parties have wrestled over whether 
to use statistical sampling to adjust the raw 
census numbers. Democrats argue that only 
by adjusting the figures can the census take 
account of those who are often missed: ur- 
ban minorities, the rural poor, people who 
do not own a home. In other words, those 
who tend to vote Democratic. Not surpris- 
ingly, Republicans cry fraud. 

Although it will be several weeks before 
the Census Bureau decides whether the un- 
dercount is large enough to make statistical 
sampling necessary at all, the partisan 
squabbling has already muddied the waters. 
Kenneth Prewitt, the director of the bureau, 
wants to keep his job in the new administra- 
tion, and has compared the possibility of his 
removal to firing the head of Nasa in the 
middle of a moon launch. Yet, if the bureau 
pushes hard for sampling, there may be 
strong Republican pressure for Mr Bush to 
remove Mr Prewitt, and find a more Repub- 
lican-friendly man or woman to guide the 
splashdown of Census 2000. 
| 





Newspapers in Seattle 


Divided we 
stand 


SEATTLE 


T IS not unusual for workers in one com- 

pany tocome outon strike to support their 
comrades who work for a competitor. Only 
in the American newspaper industry could 
they support them by going back to work. 

Seattle has a fairly normal “competitive” 
newspaper market for a big American 
city—ie, a cartel. In theory, its two papers, the 
Seattle Times and the Seattle Post-Intelli- 
gencer, are at each other’s throats. In fact, 
ever since 1983, when the afternoon Times 
was on the verge of squashing the morning 
Post-Intelligencer, they have had a joint-op- 
erating agreement, under which the Times 
sells advertising and handles the printing for 
both, though the newsrooms work indepen- 
dently. This circumvention of antitrust laws 
is permitted in order to preserve two edito- 
rial voices in the same city. 

Despite the booming local economy, 
both papers have been losing readers. Last 
March the Times tried to regain circulation 
by switching to a morning edition. It tried to 
explain that its trucks were getting stuck in 
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John Midgley 


HEN, in 1976, John Midgley was 

awarded the cse for telling readers 
of The Economist about the United States, 
he took particular delight in the fact that 
he went by bus from work to accept the 
decoration from Queen Elizabeth (who 
was staying in Blair House in Washing- 
ton), and was in and out quick enough, 
downing a gin and tonic on the trot, to use 
the transfer ticket to go out to dinner. 

He was a print hack all his life, splash- 
ing out on fun and friends, but never 
bothering to make his name known, or his 
wallet fatter, with books or broadcasting. 
The possessor of fine intelligence, he was 
not on a soap-box, or bent on influencing 
the great and good, though he got their at- 
tention just the same. His job, he once said, 
“was to assist the reading public to under- 
stand what was going on”. He conveyed 
his liberal view of the world with great 
clarity but “if youcan’tgive [people] useful 
information, you can shut up.” He finally 
did shut up, just before Christmas. 

Midgley, born in the working-class 
north of England in 1911, was in military 
intelligence during the second world war, 
trying to work out Germany’s intentions. 
He then turned to journalism, dodging for 
a time between The Economist, the (then) 
Manchester Guardian and the Times, as 
leader writer and foreign correspondent. 
In 1956 he landed on The Economist and, 
luckily for us, stayed there, until and be- 
yond his retirement, contributing a book 
review days before he died. 

He was foreign editor for seven years, 
pulling foreign coverage together in (his 
own words) “a reasonably satisfactory 
manner”. He was a brilliant, scary teacher 








Reviewer of the world 


toa classroom of aspiring hacks, not lazily 
rewriting their pathetic stories but throw- 
ing them back to be redone, with advice 
that burns to this day. He also, less bril- 
liantly, sent Kim Philby, whom he had 
known at Cambridge, to string for the pa- 
per from Beirut, until the spy’s mask fell 
off and he fled to the Soviet Union. 

In 1963, after a bit of an upheaval at 
The Economist, he went off to be Wash- 
ington correspondent and, from then on, 
everything fell into place. He excelled at 
his job, lucidly explaining American af- 
fairs even to Americans themselves as 
well as to the rest of the world. He married 
Elizabeth, a producer at cps, and they 
looked after each other with love and wit. 
Their house in north-west Washington 
was a warm and lovely meeting-place. His 
was a good life, the second half especially. 








Seattle’s notorious afternoon traffic jams. In 
fact, it was plainly hoping to kill off its 
weaker rival. In return for breaking the 
peace, the Times had to accept a revision of 
the joint-operating agreement and acutin its 
share of the two papers’ profits. 

In late November, about 1,000 workers 
from the two papers walked off their jobs, 
demanding more money and better job se- 
curity. To begin with, the dispute was a typi- 
cally polite Seattle affair, the strikers follow- 
ing police limits on how long they could 
block the roads, the managers bemoaning 
the absence of their “talented journalists”. 
But, as losses at the Times in particular 
mounted, the mood soured. The managers 
said redundancies were inevitable. The un- 
ions, angry that the papers were being pro- 
duced with scab labour and complaining of 
intimidation, called for a reader boycott. 

On December 28th the union tried anew 
tactic. Workers at the Post-Intelligencer 


voted to return to their jobs, but the Times’s 
workers stayed out. The logic of this deci- 
sion? A fully staffed Post-Mtelligencer 
would gain readers and advertisers, forcing 
the Times, which has much bigger costs, to 
give in to the workers’ demand. 

So far, it has not worked. The Times’s 
managers insist that they will now have to 
sack about 10% of its workforce, and only 
gradually bring other striking workers back 
on board. This week the negotiations moved 
to Washington, pc. But with no new propos- 
alson the table, no deal seems imminent. 

A union spokesman, Ron Judd, scoffs at 
the notion that the strike is causing irrepara- 
ble harm to the bosses. But, even with joint- 
operating cartels, fewer American cities have 
two big newspapers. The marriage in Seattle 
was designed to postpone the death of one 
partner. After the strike, it is no longer clear 
which will survive. 

a 
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Education in California 


Stand in line! 


SAN FRANCISCO 


TIS,some will think, a straight case of edu- 

cational: correctness. Since November's 
election, the “progressive” faction on San 
Francisco's school board has been in the ma- 
jority. The new majority intends, as one of its 
first acts, to eliminate the city’s only charter 
school run by a private corporation. 

Edison Charter Academy in the Mission, 
a Latino district of San Francisco, has been 
run since 1998 by Edison Schools, a New York 
firm that manages 113 schools around the 
country. The firm operates schools under 
contract to state education authorities, and 
aims to make its money by running them 
more efficiently than the states, rather than 
by charging fees. (In the year to September 
2000 it actually made a loss of $40.5m on 
sales of $248m.) 

When Edison got the contract, the school 
was in bad shape. In 1996 the school district 
had replaced the entire staff, but three head 
teachers had come and gone since then, and 
the pupils were still getting some of the worst 
test scores in the city. Of the ten-year-olds 
leaving the school, 98% could not read at the 
standard expected for their age. Since the 
takeover, things have improved. Now 34% of 
the ten-year-olds are up to standard on 
reading. Of the 71 schools in San Francisco, 
Edison Charter has made the third-best im- 
provementin the scores ofits students on the 
state’s standardised academic tests. 

There have also been problems, to be 









sure. Almost two-thirds of the teachers, in- 
cluding the headmistress, left at the end of 
the 1999-2000 school year, complaining of 
overwork. Although Edison pays salaries 
10% higher than the state’s pay-scale, its 
schools have longer days and longer terms; 
in the past year Edison Charter was open for 
210 days, compared with 181 for other San 
Francisco schools. There have been com- 
plaints, too, that the curriculum, known as 
the Edison design, is too rigid. 

John Chubb, Edison Schools’ chief edu- 
cation officer, acknowledges that the firm 
did not pay enough attention to the com- 
plaints of the teachers last year. It has cut 
term times for this year, shortened the 
school day and given teachers a pay rise. Vin- 
cent Matthews, the new headmaster, says 
that his staff are now all enthusiastic. Above 
all, he says, parents are proud that their chil- 
dren are doing better than before. 

Mr Matthews has the support of Mary 
Hernandez, the current president of the San 
Francisco school board. But she looks certain 







to be deposed at the first meeting of the new 
board—and replaced by Jill Wynns, one of 
the four anti-Edison members who have- 
held a majority since the November election. 

Some of the ill feeling dates back to the 
somewhat arbitrary way Edison was first 
given the charter. Ms Wynns also makes 
much of the complaints of the teachers who 
left last summer. Her chief objection, how- 
ever, is one of principle. She does not feel that 
the pursuit of profit should play any part in 
state schools. 

Ms Wynns believes that, by striking in- 
dependent deals with teachers and setting its 
own standards, Edison threatens the collec- 
tive efforts of teachers in San Francisco to 
raise standards throughout the school sys- 
tem. A firm with its headquarters in New 
York, she suggests, cannot properly under- 
stand the requirements of pupils in a place 
with the mixed racial composition of Cali- 
fornia (not that New York is exactly uni-ra- 
cial); nor does Edison really abide by the 
state’s rules about racial diversity among 
teachers. Improvements in test results, in her 
eyes, are merely evidence that Edison con- 
centrates on teaching children to pass the 
test, rather than adapting tuition to the dif- 
ferent needs of different children. 

Ms Wynns and her allies in the progres- 
sive faction intend tocancel Edison’s charter. 
They claim their election victory—won de- 
spite generous financial support for their op- 
ponents by shareholders in Edison—as their 
mandate. Nobody knows whether the pu- 
pils of Edison Charter, and their parents, feel 
the same about a school that has, on the face 
of it, got better, not worse, by being different. 








Sign on, opt out 


ILL CLINTON'S decision to sign the 
treaty creating a new International 
Criminal Court delighted human-nghts 
campaigners. He made it just hours before 
a December 31st deadline expired, and 
thus encouraged both Israel and Iran to 
sign up too, bringing the total number of 
signatories to 139 countries. Mr Clinton 
| said that he was reaffirming America’s 
“moral leadership”. In fact, no one, includ- 
ing MrClinton, expects the United States to 
ratify the treaty in the foreseeable future. 
The treaty to create a permanent court 
to try those accused of atrocities was 
drafted in Rome in 1998. The Clinton ad- 
ministration supported the idea of a per- 
manent court to succeed the ad hoc tribu- 
nals set up by the United Nations Security 
Council to try those responsible for atroc- 
ities in ex-Yugoslavia and Rwanda, but 
thought it should also be a tool of the 
Council, where the United States has a per- 
manent veto. 





America’s allies, including most NATO 
members, decided that such a body would 
be too open to political manipulation. 
They opted for a court largely independent 
of the Security Council, with universal ju- 
risdiction and its own decision-making 
power. America balked at this, and then 
tried to win for its citizens an absolute ex- 
emption, arguing that, as the sole super- 
power, it could not take part in peacekeep- 
ing operations worldwide if its troops 
might be subject to prosecutions. 

America’s allies, many of which also 
send troops on peacekeeping missions, re- 
fused to grant an absolute exemption (con- 
sidering that fatal to the court’s credibility), 
but did restrict the court’s powers. It will 
not be able to intervene unless it is clear 
that national authorities cannot, or will 
not, punish alleged wrongdoers. But this 
was not enough for the Pentagon. 

As Mr Clinton made clear, one reason 
tosign this week was to keep America’s seat 


in the various technical meetings which 
will continue this year to nail down the 
treaty’s details. Oddly, America has now 
signed the treaty so that it can keep push- | 
ing for a giant loophole—-an exemption, as 
Mr Clinton specifically said, for those | 
countries that do not ratify it. This makes | 
sense only if America has no intention of | 
ever ratifying the treaty. 

In fact, American ratification is not 
likely for years. Leading members of | 
George Bush’s administration are on re- 
cord as being opposed to the court. Jesse 
Helms, the powerful chairman of the Sen- 
ate Foreign Relations Committee, is deter- 
mined to block it. | 

On the other hand, Mr Clinton has 
kept open the door toeventualratification, | 
perhaps a decade from now. And his deci- 
sion to sign is an admission that America’s 
campaign against the court has, so far, 
failed. Some 27 countries have ratified the 
treaty and others, including Britain, are due 
to join them in the next few months. Once 
60 countries have ratified, the court will be 
born, despite America’s best efforts. 

Smee ; sd 
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Filling Pat Moynihan’s shoes 


l 
| 
| 
| HE retirement of a senator is not usually worth noting. One 
blow-dried mediocrity exchanges the corridors of power for 

| the money-fields of corporate America. Another blow-dried 
| mediocrity takes his place. And the business of politics goes on. 
But with Daniel Patrick Moynihan things are different. Many 
| colourful phrases have been applied to Mr Moynihan during aca- 
| reer that took him from a broken home to 24 years in the Senate, 
| but “blow-dried” and “mediocrity” are not among them. His re- 
| tirement on January 2nd not only deprives American politics of 
| one ofits most rambunctious characters, It also deprives Congress 
| of its last significant intellectual—a man described by the nor- 
| mally sober “Almanac of American Politics” as “the nation’s best 
thinker among politicians since 
Lincoln and its best politician 
among thinkers since Jefferson”. 
| This is not to say that post- 
| Moynihan Washington will be be- 
| reft of either intelligence or ideas. 
| There are more think-tanks in 
| Washington than ever before, and 
| they are more enmeshed with the 
| machinery of power. And there is 

| no shortage of highly educated 
people who are willing to spend at 
least a few years in public life—as 
the thousands of ivy-clad resumés 
being processed by Mr Bush’s 
transition team show. 

Bill Clinton might have 
boasted about creating an admin- 
istration that “looked like Amer- 
ica”. But he really wanted to create 
one that looked like the faculty 
| loungesof the Ivy League universi- 
ties. George Bush affects a Texan 
disdain for learning; but he still 
values eggheads like Condoleezza Rice and Myron Magnet. 

So why is Washington mourning Mr Moynihan’s loss this 
week? Because Mr Moynihan was unique in two important ways. 
The first is that he straddled the two worlds of thinking and doing. 
He didn’t outsource his thinking to think-tanks; he thought. Most 
senators are too busy raising money and pressing flesh to have 
time to read anything. Mr Moynihan wrote more books as a sena- 
tor than he did as a Harvard professor. Most public-policy intel- 
lectuals never get more of a taste of power than running their fac- 
ulties. Mr Moynihan was chairman of the extremely potent Senate 
Finance Committee. 

The second reason is that Mr Moynihan was a very different 
sort of intellectual from the types in the think-tanks. Such folk 
tend to come in two forms: narrow specialists who know the last 
detail about tax or tanks (and hang out in the Brookings Institution 
or Rand); and committed ideologues bent on weeding out the last 
twinge of socialism (the Heritage Foundation and the Cato Insti- 
tute): Mr Moynihan is an old-fashioned public intellectual who 
has dared not only to range across the subjects but also to change 
his mind on fundamental questions. He worked for Richard 
Nixon.and Gerald Ford as well as for Jack Kennedy. He was one of 
the architects of neo-conservatism in the 1970s~-and one of the 
leading critics of Clintonism from the liberal left in the 1990s. His 
washroom on Capitol Hill used to display two magazine covers: a 
1979 issue of The Nation entitled “The Conscience of a Neoconser- 
vative” and a 1981 issue of the New Republic entitled “Pat Moyni- 
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han: Neo-Liberal”. 

What is America going to lose with the loss of Mr Moynihan’s 
free-ranging mind? Not a man who was invariably right. Mr Moy- 
nihan treated the Senate to a learned disquisition on the history of 
the British Mandate in Iraq during the Gulf war debate. But that 
didn’t save him from voting on the wrong side. Nor will it lose a 
great legislator. Mr Moynihan was too much of a loner to become a 
political power-broker. And he squandered his biggest chance of 
influence in the 1990s because of a petulant squabble with the 
Clinton administration. There is no Moynihan bill to commemo- 
rate his 24 years on Capitol Hill. 

But it is losing something invaluable nonetheless. It is losing a 
man with a rare ability to change 
the climate of opinion—and hence 
the future legislative agenda. Mr 
Moynihan did this on a succession 
of issues. In 1965 he pointed out 
that family breakdown was 
contributing to the perpetuation of 
black poverty in the United States, 
an argument that was then de- 
nounced as heresy but is now 
treated asa truism. In 1975 he called 
on the United States to combat the 
increasingly anti-American line 
being taken by the United Nations. 
In early 1993 he laid the intellectual 
groundwork for “zero-tolerance 
policing” with an essay (“Defining 
Deviancy Down”) which pointed 
to the link between the tolerance of 
small transgressions and the boom 
in serious crime. 

If there has been a common 
theme in these wanderings, it has 
been to apply a profoundly con- 
servative political philosophy that is deeply distrustful of govern- 
ment to an activist political agenda. His aim may have been social 
justice, but he brought to it a conservative’s enthusiasm for what 
Burke called “the little platoons”. Hence his interest in questions 
such as the state of the family and the links between common ci- 
vility and wider pathologies. And he had a conservative’s scepti- 
cism about the ability of social policy to change the world, a view 
that led him to oppose the Gingrichites of the 1990s as vigorously 
as he had questioned the progressives of the 1970s. “Beware of cer- 
tainty where none exists,” he wrote in 1993, at the time of the wel- 
fare reforms. “Ideological certainty easily degenerates into insis- 
tence upon ignorance.” 

Conservative scepticism is not a phrase that comes to mind 
when you think of Mr Maynihan’s successor. Hillary Clinton is a 
product of the ideological certainties of the 1960s who has gone on 
to transform herself into the perfect professional politician. And 
she and Mr Moynihan have been on bad terms ever since he de- 
nounced her health-care plan as “boob bait for bubbas”. But she 
might profit from sipping at least a little from one of the bottles 
from which Mr Moynihan has drunk so copiously. A little more 
conservative scepticism would have saved her from wasting the 
first Clinton administration ona pie-in-the-sky scheme to revolu- 
tionise the tenth or so of the American economy that goes by the 
name of health care. And alittle more conservative scepticism over 
the next few years may transform her into a far more formidable 
legislator than Mr Moynihan ever was. 
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See), 


THE AMERICAS 


The battle begins for Cardoso’s 


succession 


BRASILIA 


If Brazil’s president is to secure the election of his chosen successor, he must 
overcome not just a popular opposition but the rivalry in his own coalition 


TISaragbag of political opposites, regional 

factions and those who are simply in it for 
what they can get out of it. But the coalition 
of parties—sometimes five, at present four— 
that has backed Fernando Henrique Car- 
doso since he first ran for president in 1994 
has achieved much. In its lifetime, even if not 
always with its help, inflation has been over- 
come, the government's finances have been 
stabilised, businesses worth $69 billion have 
been privatised, and school and university 
enrolments are at record levels. 

The coalition, ranging from soft-left to 
hard-right, has stuck together despite con- 
stant feuding. But in the past few weeks 
some unusually fierce rows have suggested 
thatit could fall apart. In a radio interview on 
December 26th, Mr Cardoso felt obliged to 
appeal to the “survival instinct” of his allies. 

Two things are behind the feuding. The 
main one is the next presidential election. 
Although this is not due until October 2002, 
it is already dominating Brazilian politics. 
But there is another, more immediate reason 
for discord:elections next month for the cov- 
eted presidency of the Senate and that of the 
Chamber of Deputies. 

These congressional votes have had two 
of the coalition’s heavyweights at each 
other’s throats for months. The outgoing 
Senate president, Antonio Carlos Magal- 
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haes, of the free-market Liberal Front Party 
(PFL), is desperate to stop Jader Barbalho, a 
boss of the catch-all Brazilian Democratic 
Movement (PMDB), from gaining the post. 
Instead, Mr Magalhaes wants to install Jose 
Sarney, who was Brazil’s president in 
1985-89, and the Senate president from 1995 
to 1997. He belongs to the pmps but is closer 
to Mr Magalhaes’s faction of the PFL. 

Mr Magalhaes has branded his rival a 
“thief”. “Corrupt,” shouted back Mr Bar- 
balho. After Mr Magalhaes alleged fraud in 
the transport ministry, a traditional pork 
barrel now run by the pmps, Mr Barbalho 
last month responded with a demand that 
Congress should set up no fewer than three 
special committees to investigate his foe. 

Between them, the pmps (98 seats in the 
513-seat lower house) and the prt (102 seats) 
account for a majority of the coalition. Mr 
Cardoso has tried to keep out of their row: 
whatever he does, he will upset at least one 
of the powerful groups that support him in 
Congress. But the longer it rumbles on, the 
more likely it is to cause a permanent rift. So 
he is likely to try to broker a compromise, 
and then to shuffle his cabinet to appease the 
“losers” with ministerial posts. 

Assuming the coalition survives these 
ructions, Mr Cardoso can then concentrate 
on guiding it into securing the election of his 
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Cardoso ponders whether it should be Serra, Jereissati or even Roseanna Sarney 


chosen successor. On the face of things, that 
looks tricky. Mr Cardoso became deeply un- 
popular in the aftermath of Brazil’s devalua- 
tion in January 1999. In municipal elections 
in October, the opposition Workers’ Party 
(pt) did well. Of Brazil’s 62 big cities (those 
with more than 200,000 electors), it won 17 
(up from five), including Sao Paulo, the larg- 
est. Luiz Inacio Lula da Silva, the pt’s leader, is 
likely to be its presidential candidate for a 
fourth time, and leads the opinion polls. 

But Mr da Silva is distrusted by many 
voters, and is unlikely to win. The govern- 
ment coalition, provided it stays together, 
has an advantage in organisation and 
money. Mr Cardoso’s popularity is recover- 
ing, in line with the economy, and should 
continue to do so, provided that Brazil is not 
hit by a worldwide downturn. Unemploy- 
ment, though still voters’ main concern, fell 
to 6.2% in November, down from 7.3% a year 
earlier, according to the official figures. It 
should fall further by the election. 


Two Social Democrats 


That, together with a desire to delay becom- 
ing a lame duck, is why Mr Cardoso will try 
to wait as long as possible before anointing a 
successor. But, awkwardly, the jockeying has 
already started, earlier than usual, with dif- 
ferent parts of the coalition grouping around 
twonames—both of them friends of Mr Car- 
doso and members of his Brazilian Social 
Democratic Party (pspB). 

The early front-runner—and Brazil's 
likeliest next president—is Tasso Jereissati, 
who is in his third term as governor of the 
north-eastern state of Ceara. He has already 
been endorsed both by the pri’s Mr Magal- 
haes and by Mario Covas, the influential 
PSDB governor of Sao Paulo. Under Mr Jereis- 
sati, Ceara has been widely seen as a model 


THE ECONOMIST JANUARY 6TH 2001 


j 
~ 





eof competent administration and of pio- 
neering social policies, such as land reform 
and primary health care. Mr Jereissati is also 
a businessman, whose family has interests 
in Sao Paulo. He would have no difficulty 
raising campaign money. One concern is 
that he suffers from heart trouble. 

Mr Jereissati’s main rival so far is Jose 
Serra, the health minister. He has support 
among those who hanker for more social 
spending and more government interven- 
tion than Mr Cardoso’s orthodox economic 
team has allowed. Mr Serra has been an ef- 
fective health minister: Brazil’s anti-arps 
programme is seen internationally as a suc- 
cess, and he has battled drugs firms over the 
high cost of medicines. He is from Sao Paulo, 
but failed in a bid to become the city’s mayor 
in 1996. Mr Serra’s abrasive personality and 
taste for political intrigue have made him 
many enemies. 

Both men score poorly in the opinion 
polls, mainly because many voters hardly 
know them. They trail the pri’s Roseanna 
Sarney, the daughter of the former president 
and herself a two-term governor of Mara- 
nhao, Ceara’s north-eastern neighbour. She 
gets on well with Mr Cardoso, and could be 
his choice if the president is unable to gain 
support for a pspB candidate. But she is more 
likely to seek a Senate seat, or the vice-presi- 
dency, and wait for 2006 (though she, too, 
has had health problems). For its part, the 
PMDB, a collection of regional barons, has no 
obvious candidate of its own. 


Wait and see 


So for the next few months, Mr Cardoso is 
likely to wait to see which of his fellow Social 
Democrats gains the edge among the co- 
alition’s politicians before making his pref- 
erence public. Whoever it is will face a 
tougher fight than Mr Cardoso himself did 
in 1998, when he was still basking in the 
popularity of his inflation-beating real plan. 
As well as the pt, a challenge may come 
from Ciro Gomes, who won 11% of the vote in 
1998 as a populist independent. A former fi- 
„nance minister, he is now the candidate of a 
small leftist party. But he is close to Mr Jereis- 
sati, and has said he would not run against 
him. Itamar Franco, Brazil’s caretaker presi- 
dent from 1992 to1994 and now the maverick 
governor of Minas Gerais state, may also run. 
Despite its firm recovery from the deval- 
uation, Brazil has many discontents, from 
social problems to corruption. One day, the 
voters may turn to the pt for a president, es- 
pecially if the party’s new crop of moderate 
mayors, such as Marta Suplicy in Sao Paulo, 
“does well. But provided that Mr Cardosocan 
steer his quarrelsome alliance through the 
challenges of the coming weeks, and that the 
economy continues its steady growth, then 
the chances are that in two years’ time he will 
place his sash of office on the shoulders of a 
friend rather than of a foe. 
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Mexico 
No, you can't 


MEXICO CITY 


ce HO says you can’t?” The slogan 

must have gone to Roberto Ma- 
drazo’s head. The outgoing governor of the 
south-eastern state of Tabasco uttered it 
countless times during his failed campaign 
in 1999 for the presidential nomination of 
Mexico’s Institutional Revolutionary Party 
(pri). In the approach to Tabasco’s state elec- 
tion in October, Mr Madrazo 
put his phrase into sharp 
practice, illegally spending 
state funds and coercing vot- 
ers to make sure that a PRI 
man whom he had picked 
won the governorship. 

So, at least, thought the 
Federal Electoral Tribunal, 
which on December 29th an- 
nulled the Tabasco result after 
Opposition complaints. It was 
the first time a Mexican elec- 
tion had been legally over- 
turned—something unthin- 
kable for most of the seven decades of the 
prt's rule, which ended only when it lost the 
presidency last year to Vicente Fox. 

But Mr Madrazo is a man from the pri’s 
old school. Defiant as ever, he got the outgo- 
ing pri-controlled state legislature to nomi- 
nate an ally as interim governor, and to ex- 
tend the time limit for holding a new election 
from six months to 18. “Who says you can’t?” 
chanted pri congressmen as they welcomed 
the new governor, Enrique Priego, on the last 
day of the year. 

They got their answer quickly. Less than 
48 hours later, the new legislature, in which 
the pri has only a narrow majority, selected a 
rival interim governor, Augusto Lopez. He, 
too, is from the pri, but is not an ally of Mr 
Madrazo, and so is acceptable to the opposi- 
tion. Then, while Mr Lopez’s swearing-in 
was delayed by arguments (and fists) flying 
over which interim governor should take of- 
fice, Mr Madrazo flew to Miami. 

For Tabasco, the rumpus is bad news. Po- 
litical tensions have run high there since Mr 
Madrazo became governor six years ago, 
after a campaign of even greater alleged ir- 
regularity than this year’s. It is worse news 
for Mr Madrazo, a rebel against the pri’s 
transformation into a modern democratic 
party. His “Who says you can’t?” slogan in 
the pri presidential primary was acocky call 
to arms for traditional pri activists, who felt 
that the party’s gradual modernisation and 
Mexico’s economic liberalisation, led by 
such people as Ernesto Zedillo, the country’s 
last pri president, betrayed party values. 

After the pri lost the presidential elec- 
tion last July, many party activists blamed 
Mr Zedillo and looked to Mr Madrazo for 








Madrazo, of Miami 
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new leadership. Retaining Tabasco for the 
pri would have been a big step in his effort to 
become the party’s chairman. But his repu- 
tation is now ruined, by his dirty tricks, his 
ignominious defeat and then his departure— 
reminiscent of the recent disappearances of 
other disgraced Mexican politicians. 

Mr Madrazo’s downfall has cast further 
confusion over the prr’s future. The pri’s cur- 
rent executive committee is an interim 
group, charged with running the party until 
a national assembly can be held to choose 
new leaders. This has been repeatedly de- 
layed, largely at Mr Madrazo’s urging. There 
is no date fixed for the assem- 
bly, nor are there any obvious 
candidates to head the party. 

With Mr Madrazo dis- 
credited, pri modernisers 
have an opportunity. Some, 
such as Agustin Basave, a for- 
mer head of the Colosio 
Foundation, a pri think-tank, 
propose forming an entirely 
new party, with a new name. 
Mr Basave would leave be- 
hind the pri’s traditions of 
close corporatist ties with 
trade unions, business associ- 
ations and popular organisations. But the pri 
is home to many groups, and to even more 
personal ambitions. 

Wisely, Mr Fox has kept well away from 
the Tabasco row. For Mexico, it would be a 
novel and salutary experience for a local po- 
litical dispute to be settled by the institutions 
of law, rather than by presidential fiat. But 
for the pri, the lesson from Tabasco is that 
more conflict lies ahead. 








Bolivia 


Coca’s second 
front 


LA PAZ 


VEN Bolivian officials admit that at least 

300 hectares (740 acres) of coca survive in 
the Chapare region of Bolivia’s tropical low- 
lands. Others put the figure higher. Never- 
theless, President Hugo Banzer’s govern- 
ment decided to declare victory in its battle 
to wipe out the hardy shrub, from which co- 
caine is derived, in what was its main grow- 
ing area in Bolivia. At a ceremony beside a 
military base a few days before Christmas, 
Mr Banzer and Manuel Rocha, the United 
States’ ambassador, formally ended a cam- 
paign that has seen 40,000 hectares of coca 
eradicated in the Chapare since 1998. 

That is a rare achievement in the South 
American drug war. It has come at a price in 
the lives of protesters and police, and in coca 
farmers’ livelihoods: although alternative 
development projects have carpeted bits of 
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the Chapare with bananas, pineapples and 
the like, they have provided much less em- 
ployment than coca. During the ceremony, 
several hundred protesters scattered piles of 
coca leaves over a main road nearby. 

Mr Banzer can claim to have more or less 
fulfilled an election pledge to end Bolivia's 
role in the international drug trade. Even so, 
at American prodding, he is preparing to 
fight another, and still harder, coca battle, in 
the Yungas, an area of tropical valleys north 
of the capital, La Paz. Unlike the Chapare, 
where large-scale coca production began in 
the 1970s to supply the drug trade, the Yungas 
has seen the cultivation of the shrub since 
before the Spanish conquest. 

Bolivia’s anti-drug law allows 12,000 
hectares of Yungas coca, to satisfy demand 
for its traditional uses. These include chew- 
ing the leaves to mitigate the rigours of Bo- 
livia’s bleak Altiplano, 4,000 metres (13,100 


250 km 


BRAZIL 
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feet) above sea level, as well as the coca tea 
given to tourists on arrival in La Paz. 

The government, relying on American 
satellite-derived data, claims that coca cul- 
tivation in the Yungas exceeds the legal limit 
by some 2,000-3,000 hectares. Critics dispute 
this, arguing that the figures include aban- 
donded terracing. In 1999, a land-use survey 
carried out for local municipalities by inde- 
pendentconsultants found only about 9,000 
hectares of coca. 

Nevertheless, the government plans to 
start eradicating the presumed surplus in 
March, and to finish the job before Mr Ban- 
zer’s term ends in July 2002. As in the Cha- 
pare, villages that “voluntarily” agree to stop 
growing coca will be paid $2,500 per hectare, 
as well as being offered help with alterna- 
tives, such as coffee. 

Not enough, say the farmers. In the Cha- 
pare, coca was planted on flat land and 


could be harvested in its first year. By con- 
trast, in the steep, high valleys of the Yungas, 
coca cultivation is a slow and back-breaking 
business, involving building and maintain- 
ing terraces and a three-year wait for a first 
crop, according to Fidel Ticon, a farmers’ 
leader. “Even if they offered us $10,000 per 
hectare, it would not be enough,” he argues. 
Neither is it easy to grow other crops in the 
Yungas, where alternative development has 
already been tried, unsuccessfully. Between 
1984 and 1993, the UN spent $32.4m there, 
with nothing now left to show for it. 

In what looks like the first step in its Yun- 
gas campaign, the government is squeezing 
the tightly-regulated legal coca market. By 
law, all coca produced in the Yungas must be 
taken to La Paz, where it is bought by 700- 
odd registered retailers. 

The government recently slashed the 
maximum amount the retailers are allowed 
to buy, from 5oolb (225kg) a month to 300lb. 
As a result, the retail price around the coun- 
try has risen while the price paid to the pro- 
ducers has fallen, and the accumulated sur- 
plus of unsold leaves on the farms is being 
snapped up for cocaine production, accord- 
ing to Dionicio Nunez, of the Yungas Farmers 
Federation. He argues that this is a govern- 
ment ruse to bolster public support for its 
coming offensive. 

Mr Banzer may be right in saying that 
some Yungas coca is supplying the drug 
trade. But most is not. Many Bolivians came 
to accept coca eradication in the Chapare as 
anecessary attack on organised crime. It will 
be much harder to persuade them that the 
same applies in the Yungas. 








HROUGHOUT the 2oth century, Latin 

American governments, if not always 
their peoples, stuck doggedly to national 
currencies, despite their frequent depre- 
ciation. The sole exception was Panama: it 
owed its creation as acountry to the United 
States, and used the dollar from the start. 
Now, a new century is bringing a change of 
pecuniary loyalty elsewhere. 

It began with Ecuador, whose sucre 
was withdrawn in favour of the dollar last 
year. On January 1st, the dollar became le- 
gal tender in El Salvador. The colon, the ex- 
isting currency, will be phased out gradu- 
ally. Next may be Guatemala: on 
December 19th, its Congress approved a 
measure that allows dollars to be used 
freely alongside the quetzal. That may be 
the first step to full dollarisation. Some offi- 
cials in Costa Rica also favour this. 

In Ecuador, dollarisation was a desper- 
ate measure, aimed at staving off hyperin- 
flation. In El Salvador, the motive is differ- 





Divided about the dollar 


ent: the country has been a model of 
free-market reform, and has one of the 
world’s most open economies. The colon 
had been fixed at 8.76 to the dollar since 
1994. The current-account deficit is small, 
thanks to the 1.5m Salvadoreans who live in 
the United States and who last year sent a 
record $1.6 billion home in remittances. 

But El Salvador is finding it hard to 
match its high growth rates of the early 
1990s. The conservative government hopes 
that dollarisation will cut borrowing costs, 
which start at around 15%. For similar rea- 
sons, most or all of El Salvador’s similarly 
small Central American neighbours could 
soon adopt the dollar, though public opin- 
ion is lukewarm. For all of them, the United 
States is the main trading partner. 

So does Latin America’s future lie with 
the dollar? Probably not. In a contrary 
move, the region’s larger countries have 
mainly switched to floating exchange 
rates, adopted with success by Mexico 


(1995), Brazil, Chile and Colombia (all in 
1999). By contrast, Argentina, whose peso is 
fixed at par with the dollar, is languishing 
in a long recession. On December 18th, the 
IMF completed details of a $39.7 billion fi- 
nancial-aid scheme for the country. 

Though guardedly welcoming dollari- 
sation, the United States has done nothing 
to hasten it, such as giving other countries a 
voice in its monetary policy. So the Merco- 
sur countries, which have relatively weak 
trade links with the United States (only 11% 
of Argentina’s exports go there), have little 
to gain by adopting the dollar—and much 
to lose in policy flexibility. 

Not so Mexico: its economy is closely 
linked to that of its northern neighbour 
through NAFTA. Some prominent Mexican 
economists, such as Francisco Gil Diaz, ar- 
gue that the country would benefit from 
monetary union with the United States. 
But Mr Gil, who became finance minister 
in Vicente Fox’s government last month, 
also recognises that the political will is 
lacking. The yanqui dollar is still a hard sell 
for Latin American politicians. 
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The Palestinian right of return 





Palestinian-Israeli talks are on the cards, but deadlock has been reached over 
the rights of the Palestinian refugees who fled in 1948. Our correspondents 
report from both sides, first from Balata refugee camp near Nablus 


HE new year blew in, as the old year 
blew out, in a gale of Israeli-Palestinian 
blood. On December 31st, Palestinian guer- 
rillas killed a settler leader and his wife, and 
the Israeli army killed a prominent official of 
„Yasser Arafats Fatah movement. Mourners 
at the funeral for the Jews threatened a pog- 
rom; Fatah said that Israel’s prime minister 
had “opened the gates of hell”. The gates 
were prised further apart over the next days: 
Israelis killed five more Palestinians, and a 
car bomb ripped through the Israeli town of 
Netanya, wounding 54 Israelis. 

Amid all this, Mr Arafat went to Wash- 
ington on January 2nd to seek clarification 
from Bill Clinton of proposals that America’s 
president had submitted for the general 

-terms of a “framework agreement” that he 
hopes can be reached before his watch ends 
on January 2oth. Ehud Barak has accepted 
these proposals as a basis for negotiations, so 
long as Mr Arafat does the same. 

The Palestinian leader’s own qualified 
acceptance was hedged with reservations. 
He raised no fewer than 25 questions. In par- 
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ticular, he was worried about the division of 
a new Palestinian state into three separate 
cantons, and about the exact splitting of 
sovereignty in East Jerusalem. But, above all, 
he was concerned about Mr Clinton’s pro- 
posals for the 3.5m Palestinian refugees who 
claim the right of return to their homes and 
lands in what is now Israel. 

Mr Clinton’s proposals endorse the refu- 
gees’ right of return, not to Israel, but to a 
“Palestinian homeland’”—which means the 
future state in the West Bank and Gaza. 
Those not wishing to take up this right would 
be compensated and resettled either in their 
present host countries (mainly Jordan, Syria 
and Lebanon) or in any third country willing 
to absorb them. Israel would be expected to 
take in some refugees but only “consistent 
with its sovereign decision” and in a way 
that would not “threaten the Jewish charac- 
ter of the state”. If this was the final deal, said 
an Israeli commentator, “Israelis can relax.” 

But Mr Arafat would not be able to relax. 
There is adeep consensus, among refugees in 
the occupied territories and in the diaspora, 


that the right of return is an individual right, 
enshrined in international law, which no 
national leadership can sign away. “If Yasser 
Arafat or any other Palestinian leader were 
to relinquish the right of return, I would lead 
the revolt against him,’ said Hussam 
Khader, a Fatah leader who lives in Balata 
refugee camp near Nablus in the West Bank. 

As with the Muslim sites in Jerusalem, a 
decision on the right of return is not one that 
the Palestinian leaders can take on their own. 
Mr Arafat was expected to give his definitive 
response to the American proposals after a 
meeting of Arab foreign ministers in Cairo 
on January 4th. Jordan, Syria and Lebanon, 
which between them are host to 2.3m refu- 
gees, will be at this meeting. Mr Arafat 
knows that it will be hard to sell them a deal 
that requires them to accept the permanent 
resettlement of Palestinians—unless Israel 
accepts the principle of return as endorsed 
by the un General Assembly in Resolution 
194, passed in December 1948. 

If Israel were to accept that principle, say 
refugee leaders, their negotiators could be 
“flexible” on where, how, over what period 
and in what numbers the right of return 
would be exercised. “There is a world of dif- 
ference between an agreement where Israel 
refuses to recognise the right of return, and 
an agreement where Israel recognises the 
right but insists on a mechanism to imple- 
mentit,” said another Palestinian leader. 

But nowhere in the American proposals, 
say the Palestinians, is there any recognition 
that Israel might be even partially responsi- 
ble for the creation of the Palestinian refugee 
problem. For the Palestinians this is simply 
one more denial among a litany of others: 
they quote old myths like Israel’s former in- 
sistence that there was no such thing as a Pal- 
estinian people, or that the Palestinians were 
instructed by Arab leaders to leave their vil- 
lages in 1948. 

If they are to accept a state on about 20% 
of historic Palestine, and recognise the rest as 
“the homeland of the Jewish people”, then, 
say the Palestinians, the time has come for Is- 
raeli denials toend and the truth to be admit- 
ted. “I am willing forgo any implementation 
of the right of return,” says one refugee from 
Balata. “But I will not accept an agreement 
that gives up my right of return. Israel was 
responsible for my exile. And it must recog- 
nise that responsibility.” 


But Israel sees it differently 

Mr Barak’s negotiators express surprise at 
this insistence on the right of return. They 
had assumed, encouraged, they say, by ex- 
plicit assurances from Mr Arafat himself, 
that the Palestinian leaders were prepared to 
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accept words of vague contrition from Israel, 
and generous allocations of international 
aid, in place of the right of every refugee and 
his descendants to go back to his old home 
inside Israel. This, the Israelis hold, was the 
ineluctable meaning of the Oslo accords, 
and of the Palestine Liberation Organisa- 
tion’s “strategic decision” to recognise Israel 
and adopt the two-state solution. Now, they 
say, they find their Palestinian interlocutors 
lining up with the grassroots refugee leaders, 
in the territories and in the diaspora, who 
have never abandoned the literal interpreta- 
tion of the dream of return. 

Anopen letter “to the Palestinian leader- 
ship” published this week by Amos Oz, A.B. 
Yehoshua and other Israeli intellectuals and 
peace activists dramatically demonstrated 
the peace camp’s backing for Mr Barak’s po- 
sition on the refugees. “We shall never be 
able to agree”, they wrote, “to the return of 
the refugees to within the borders of Israel. 
The meaning of such a return would be the 
elimination of the state of Israel.” Yossi Sarid, 
chairman of the Meretz Party, stated baldly 
that “Israel can survive without sovereignty 
over Temple Mount, but it cannot survive 
with the right of return. If the Palestinians in- 
sist on it, there will be no agreement.” 

But if there is no agreement, says Mr Ba- 
rak, the incidence of Palestinian attacks in 
the territories and inside Israel itself will 
probably increase, as will the risk of a 
broader regional confrontation. Israel's 
peace treaties with Egypt and Jordan would 
come under pressure, he predicts. As minis- 
ter of defence, he has instructed the army to 
step up training and preparations for the 
contingency of full-scale war. 


Barak facing defeat 


Mr Barak used to argue that his peace policy 
was a political winner, whatever happened. 
He proposed to go farther than any previous 
Israeli leader had in his quest for an agree- 
ment with the Palestinians. If he got a deal, 
the voters would back it, and him, by a land- 
slide. If the Palestinians spurned his offer, the 
country would rally behind him, united in 
the knowledge that there were no more con- 
cessions he could have made. 

But it does not seem to be working out 
that way. Mr Barak has indeed reached bed- 
rock: not a single voice in mainstream poli- 
tics has urged him to go beyond his accep- 
tance last week of Mr Clinton’s latest peace 
proposals. If there is a last-minute break- 
through, Mr Barak would doubtless fly to 
Washington to try once again for a deal; his 
envoy is already there. But at the moment, if 
the polls are right, the Israeli public is poised 
to dump him at the prime-ministerial elec- 
tion on February 6th, and elect the hardline 
Likud leader, Ariel Sharon. 

Why? Mr Barak, even his perennial smile 
beginning to look wan, is reminding people 
that it was Mr Sharon’s settlement-building 
on the West Bank, as a Likud minister during 


38 


the 1970s and 1980s, which helped along the 
present violence. Mr Sharon’s invasion of 
Lebanon, as minister of defence in 1982, 
plunged Israel into a costly and pointless 
occupation that dragged on for two decades. 
His coat-trailing visit to Temple Mount on 
September 28th heightened the tensions that 
exploded into the intifada. Surely, Mr Barak 
said to his dejected ministers, the electorate, 
like Little Red Riding Hood, would realise 
who was hiding behind Mr Sharon’s care- 
fully cultivated new image of kindly grand- 
father-cum-moderate elder statesman. 

Mr Barak’s putative rivals for the leader- 
ship of the peace camp, Shimon Peres, a for- 
mer prime minister, and Avraham Burg, the 
Knesset speaker, have dutifully protested 
their loyalty to the beleaguered leader. But 
beneath the surface there are mutterings 
abouta provision in the election law that en- 
ables a candidate to resign from the race, and 
be replaced by a party colleague, up to 96 
hours before the polling stations open. 

B 





Sudan 


He won! 


CAIRO 


MAR BASHIR got himself re-elected as 

Sudan’s president last month with a re- 
sounding 86% of the vote. This popular en- 
dorsement was nice for the former general, 
whose grip on Sudan since his 1989 coup has 
been shaky. Except, of course, that most of 
his 30m people shunned the polls. 

There were plenty of reasons. Sudan’s 
fractious opposition united in calling for a 
boycott. The country’s 18-year civil war rages 
on with noend in sight. The government's Is- 
lamist pretensions continue to annoy for- 
eign donors, and the country’s primitive 
economy is burdened with a foreign debt 
bigger than its puny GNP. 

The picture grows even worse. A looming 
drought in the south-west threatens over 3m 
people with famine this year, on top of the 
1.7m who already survive on international 
relief. The war, which pits a motley mix of 
non-Muslim southern secessionists and 
Muslim northern dissidents against the gov- 
ernment in Khartoum, seems to be spread- 
ing. Kassala, a strategic town in the north- 
east, far from the main war zone in the south, 
briefly fell to rebels last November. In the 
past year, several of the token southerners in 
Mr Bashir’s government have quit, saying he 
is not serious about seeking peace. 

At the same time, growing divisions 
within Islamist ranks may have weakened 
Mr Bashir’s power base. He spent much of 
last year manoeuvring openly against his 
erstwhile mentor, the charismatic ex- 
speaker of parliament, Hassan Turabi. The 
payoff came in June, when Mr Turabi’s own 
party ousted him in favour of Mr Bashir’s al- 





— anna 
One vote for me, anyhow 


lies. The recent elections were meant to con- 
solidate these gains, but Mr Turabi, who 
joined the boycott, remains a potent chal- 
lenge to the president's Islamist legitimacy. 
Yet it may be a mistake to write off this 
ungainly chunk of Africa—a country that is 
five times the size of France—as a nasty dic- 
tatorial basket-case. The marginalisation of 
Mr Turabi has encouraged neighbours, such 
as Egypt, Libya and Ethiopia, to warm their 
frosty ties with Sudan. The country’s econ- 
omy grew by an impressive 7% last year, 
helped by aleap in oil revenues to over $1 bil- 
lion. The ımF has restored Sudan’s voting 
rights, after a seven-year suspension. 
Moreover, despite the occasional arrest 
of the government's critics, Sudan retains a 
remarkably open political culture. For what 
it is worth, its two-year-old constitution en- 
shrines freedom of religion, of expression 
and of association. 
== writ 1 SE a 


Chad 


Bleak December: 


NDJAMENA 





T HAS been a rotten month for President 
Idriss Deby of Chad, who at the start of 
December celebrated the tenth anniversary 
of his French-assisted seizure of power. By 
the end of the month the commander of his 
security guards, Kerim Nassour, had been 
killed by rebels in the north of the country. 
An opposition website posted a computer- 
modified photograph of the president ap-\ 
parently tasting blood on his lips, and look- 
ing gratified. There has also been a scandal 
about counterfeit money, and sharp criti- 
cism from Chad’s foreign donors. 
The rebels of the Movement for Democ- 
racy and Justice in Chad have their bases in 
the mountainous desert of the north, from 
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which they attack the government's troops. 
They are led by Youssouf Togoimi, a former 
defence minister who used to be close to the 
president but for the past couple of years has 
been calling for his resignation. In the closing 
months of 2000 the government stepped up 
its campaign against the rebels, using new 
weapons paid for out of the $25m advance it 
had received on oil royalties. 

This has brought criticism raining down 
on Mr Deby from all sides. At home, opposi- 
tion politicians ask how the government can 
hold out its hand for foreign aid to ward off 
famine and organise elections when it has 
money to spare for a civil war. Last June the 
World Bank gave its back- 
ing toa $3.7 billion project— 
the Doba oilfield in south- 
ern Chad, plus a pipeline to 
transport the oil from Doba 
to the Cameroon coast— 
even though the American 
Treasury is said to have had 
its doubts. The State De- 
partment in Washington— 
anxious to avoid a repe- 
tition of what happened in 
neighbouring Sudan, 
where the West hesitated 








for so long that the Sudanese decided to go it 
alone with Chinese help—pushed for ap- 
proval to be granted while there were still 
American companies in the consortium. 

The State Department won, but de- 
manded that the oil revenue should be spent 
only on things like health and education. 
When Chad’s government admitted at the 
end of the year that it had spent some on 
weapons, it was told it would not get its debt 
reduced. Mr Deby retorted that a sovereign 
state can use its revenue as it sees fit. Buteven 
when oil production is at its peak, Chad will 
still get more money from foreign aid than 
from selling oil, so the donors’ feelings are 
important. 

There are also a couple 
of local embarrassments. 
The president is trying to 
distance himself from a 
counterfeit-note scandal 
going back to 1997 that in- 
volves Hassan Fadoul Kitir, 
a former minister and the 
prefect of the Ouaddai re- 
gion. Mr Fadoul was ar- 
rested last month in France. 

The second row is 
about mine clearance, 
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My money to spend, says Deby 





which was until recently under the direct 
control of the president's office. People 
abroad, moved by pictures of Chadians 
with their legs blown off, have sent in lots of 
money to get the mines removed. It was 
therefore awkward for the president when 
the government was accused of relaying in 
other places the handful of mines it had 
cleared in the far north—and of signing a 
contract to buy new mines. No wonder Mr 
Deby wishes he could turn the clock back. 
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JOHANNESBURG 


ARENTS rejoiced on December 28th, 

when acracking improvement in South 
Africa’s school examination results was 
announced. The proportion of students 
passing their end-of-high-school exams, 
which had fallen from bad to dreadful, 
bounced back from 48.9% in 1999 to 57.9% 
last year. And the proportion of students 
who did well enough to qualify for a uni- 
versity place rose from 12.5% to 14%. 

The minister of education, Kader As- 
mal, who was appointed 18 months ago to 
mend the country’s dysfunctional schools, 
is as popular among parents as he is un- 
popular with the main teachers’ union. 
The two facts are related. Shop stewards 
oppose Mr Asmal'’s rather mild attempts to 
reward good teachers and discipline drun- 
ken or lazy ones. In September, the unions 
labelled Mr Asmal one of the ten nastiest 
employers in South Africa. Parents, how- 
ever, applauded him. 

But Mr Asmal’s recent triumph was not 
quite all that it seemed. The soaring pass 
rate is at least partly due to new restrictions 
on the number of pupils retaking papers 
they failed the previous year. Out of the 
490,000 candidates, the number of repeat- 
ers was slashed from 60,000 last year to 
only 6,000 this year. This is rational: scarce 
resources were being wasted on serial 
flunkers. But the exclusion of many of the 





A fillip for South Africa’s schools 


dimmest students could account for most 
of the year-on-year improvement. 
Despite this reservation, there is still 
room for optimism. The previous trend 
was for schools to get steadily worse; Mr 
Asmal may have halted the slide. Some of 
the very worst schools improved dramati- 
cally. Last year, 940 schools, a sixth of the 
total, suffered failure rates of 80% or more. 





Bright, and getting brighter 


This year, only 499 did. Several schools in 
poor areas made extraordinary leaps, one 
in KwaZulu-Natal soaring from a 7% pass 
rate to 94%. Mr Asmal sent monitors to visit 
all the worst schools at least three times in 
the past year. The visitors tried to ensure 
that teachers showed up to work, that 
classes took place, and that pupils received 
their textbooks more or less on time. 

Pupils throughout South Africa were 
made to sit mock exams, which many had 
not done in the past. They were also 
awarded up to a quarter of their marks for 
their year’s schoolwork, instead of staking 
everything on the final exam, as before. A 
“progressive” curriculum that had con- 
fused teachers, and neglected the basics, 
was modified to make it a bit simpler and 
more rigorous. 

Much work remains. Partly because Mr 
Asmal’s inept predecessor pensioned off 
thousands of the country’s best teachers, 
there is an aching shortage of maths and 
science teachers, and of effective princi- 
pals. Provincial education departments are 
of variable quality: the provincial educa- 
tion minister in KwaZulu-Natal refused to 
show up for work for several weeks last 
year because, she said, her office was be- 
witched. Many schools are so violent that 
pupils fear to walk through the vandalised 
gates, or have no lavatories, making girls 
too shy to attend. Even now, South Africa’s 
schoolchildren remain among the least 
numerate in the world, although literacy 
rates are improving. 
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EUROPE 


Yugoslavia—what's left of it— 


starts again 


BELGRADE AND PODGORICA 


Now that reformers have won Serbia’s general election, brought forward by 
the fall of Slobodan Milosevic from the Yugoslav presidency, the hard work of 
rebuilding the Balkans can begin. But the region’s stability is not yet assured 


j f HIS new year’s address, Vojislav Kostun- 
ica, Yugoslavia’s president, said that 2001 
would be “the year of clearing up”. After ten 
years of war and destruction, international 
embargoes and home-grown criminality, 
the mess is ghastly, especially in Serbia (the 
main component of federal Yugoslavia). Sta- 
bility across the region, though far more 
likely now, is by no means assured. But at last 
its chief prerequisites—the removal of Mr 
Milosevic and a new, reform-minded ma- 
jority in Serbia’s parliament—are there. 

It is fortunate, too, that the end of the 
Milosevic era came democratically and with 
little bloodshed. That was thanks in large 
part to Mr Kostunica’s regard for constitu- 
tional law. On December 23rd, ten weeks 
after he had ousted Mr Milosevic from the 
Yugoslav presidency at the ballot box, the 
Democratic Opposition of Serbia (pos), an 
18-party coalition led by Zoran Djindjic (see 
Charlemagne, page 45), cruised to victory in 
Serbia’s general election, winning 176 of the 
250 seats in parliament. Mr Milosevic’s ex- 
communist Socialist Party of Serbia, which 
had long called all the shots, came second 
with 14% of the vote and 37 seats. Two ex- 
treme nationalist parties took the rest. 

Many Serbs expect the pos, which in- 
cludes Mr Kostunica’s own party as well as 


Mr Djindjic’s, to fall apart quite soon. It came 
together only toensure the demise of Mr Mil- 
osevic’s lot. But it is likely to survive at least 
long enough to put Mr Djindjic at the head of 
a new government. Some lingering disputes 
over voting procedure in a small number of 
polling stations may delay proceedings. But 
he will probably be confirmed in office, by a 
vote of parliament, within weeks. 

In any event, it will not be plain sailing. 
The balance of power in Belgrade, capital of 
both Serbia and Yugoslavia (which includes 
tiny, increasingly independence-minded 
Montenegro), is awkward. Both the federal 
and the Serbian governments are new. But 
neither wields power in Kosovo, which is 
governed by the United Nations though 
constitutionally still part of Serbia, or in 
Montenegro, which has carved out a wide 
measure of autonomy and threatens to 
break away from Yugoslavia altogether. In 
effect, Serbia has two governments. The 
main job of theYugoslav one is to deal with 
foreign affairs. Mr Djindjic’s will be the one 
with the real clout. 

If the distribution of power in Belgrade is 
confusing, the state of the economy could 
hardly be plainer. It is dreadful. Electricity 
supplies are patchy. Industry has come al- 
most to a halt. Average salaries are down to 
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DM100 ($48) a month; inflation is running at 
an annual 115%; and half the labour force is 
officially without work. 

The prompt end of Serbia’s isolation and 
the dropping of all remaining international 
embargoes have already given the economy 
a fillip. But things will have to get worse be- 
fore they get better. As the country opens up, 
much of what remains of Serbia’s decrepit 
industry will have to close down, throwing 
even more people out of work. Serbia has a 
fair number of good economists, but foreign 
investors will wait to see how serious Serbia’s 
new government is about reform before 
opening their wallets. 

On one score, however, the new govern- 
ments in Belgrade look likely to act fast. They, 
and Serbs at large, are keen to bring to book 
those who got their country into such a mess 
in the first place. In the hiatus between Mr 
Milosevic’s fall and the (imminent) forma- 
tion of a new Serbian government, a transi- 
tional one with ministers from the old re- 
gime has nervously held the ring. Once it has 





Djindjic gets more powerful... as Serb optimists look forward to a new start... and Kostunica ponders his future 
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EUROPE 





PRAGUE 


UST before Christmas, a council ap- 

pointed by the Czech parliament picked 

an undistinguished journalist called Jiri 
Hodac to run the state television service. 
The choice so enraged most of the journal- 
ists already working there that they barri- 
caded themselves inside the television 
headquarters in Prague, the Czech capital, 
and refused to come out. The entire coun- 
try has been engrossed by the spectacle. 
Why the fuss? 

The main reason is that Mr 
Hodac is deemed too friendly 
with Vaclav Klaus, an abrasive for- 
mer prime minister who runs the 
right-wing opposition Civic 
Democratic Party. The television 
service’s editorial independence 
would be compromised, say the 
self-immured journos. Most 
Czechs seem to agree. In a rare 
show of civic concern, at least 
50,000 of them have been packing 
Wenceslas Square, in the city cen- 
tre, calling for Mr Hodac’s dis- 
missal. President Vaclav Havel has 
weighed in behind the journalists. 





Czech media mount high horse 


The upshot is a bizarre stand-off. Mr 
Hodac and a team of loyalists have been 
putting out “official” programmes, 
which—for want of reporters—have been 
embarrassingly brief. The rebels, who have 
been lowering buckets out of their office 
windows to the crowd of thousands in the 
street below and hauling up alcoholic and 
other necessities of life, have been re- 
sponding with their own version of the 





Good King Wenceslas looked up 


news, reaching about 10% of Czech house- 
holds through cable and satellite. They say 
their independence stand harks back to 
the “velvet revolution” which overthrew 
communism in 1989. “Perhaps not,” smiles 
Jan Urban, a wily star of those days who 
smuggled himself into the rebels’ news- 
room, out of nostalgia. “It’s about the same 
values, but much more fun. We've had 11 
years to get more civilised.” 

The dispute has rattled the govern- 
ment, which rests on a frail pact between 
the ruling left-of-centre Social Democrats, 
led by Milos Zeman as prime minister, and 
Mr Klaus’s lot, who, though techni- 
cally in opposition, have the par- 
liamentary speaker’s chair (with 
Mr Klaus in it) and help to set the 
agenda. The country’s four main 
parties, including those of Messrs 
Zeman and Klaus, have tried to sort 
things out. The smaller parties back 
the rebels. Mr Zeman has fudged. 
Mr Klaus has been defiant as ever. 

Most Czechs who value press 
freedom and the ideal of impartial- 
ity think Mr Hodac should go. Most 
newspapers praise the rebels. “The 
media today play the role of the 
political opposition,” says Petr Ho- 
lub, editor of the weekly Respekt. 








gone, a number of Mr Milosevic’s closest col- 
leagues, along with their old boss himself, 
can expect to be arrested. For a start, they are 
likely to face charges of corruption and elec- 
toral fraud. Only later will the question of 
war crimes and individual guilt be put. 

Mr Milosevic’s legacy of hatred will 
weigh heavily. Yugoslavia’s territorial and 
ethnic troubles are far from over. In districts 
of southern Serbia along the border with Ko- 
sovo, ethnic-Albanian guerrillas have been 
skirmishing with Serb police. So far, the Ser- 
bian authorities have resisted the tempta- 
tion to hit back hard. Mr Djindjic is likely to 
remain cautious. 

Over Kosovo itself, both governments in 
Belgrade will want to be seen to be involved; 
after all, the province still belongs, in inter- 
national law, to Yugoslavia, even though it is 
run by the un. But, with so much else on 
their plates, few politicians in Belgrade are 
keen to grapple with issues such as Kosovo's 
final status. 

The most pressing problem for the gov- 
ernments in Belgrade is what to do about 
Montenegro. The Yugoslav federation as it 
stands has been moribund since Montene- 
gro’s pro-western president, Milo Djuka- 
novic, fell out with Mr Milosevic in 1997. 
Since then the craggy little republic of 
650,000-odd people has been independent 
in all but name. Now Mr Djukanovic reck- 
ons the time has come to end what he re- 
gards as the pretence of federation. His par- 
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liament is preparing for a referendum, to be 
held by June atthe latest. But since, at theend 
of last year,a small Montenegrin party thatis 
against independence walked out of the rul- 
ing coalition, a general election may have to 
come first. Though rough-and-ready opin- 
ion polls suggest that Montenegrins who 
want independence have a slight majority, 
the country is bitterly split over the issue. 

Mr Djukanovic is offering Serbia a deal. 
He wants both republics to be internation- 
ally recognised as independent. The old 
partners could then form an “alliance” or 
“union” that would co-ordinate defence, a 
common market, a single currency and for- 
eign affairs. Mr Djindjic and most of his 
probable ministers want, less drastically, to 
reshape the federation, but, if Montenegro 
does vote for independence, they may see 
little point in proclaiming a union. 

Moreover, Serbs chafe at the notion that 
Serbia, with 8m people, should form a union 
of equals with tiny Montenegro. Mr Djindjic 
says he would prefer a proper federation of 
the two republics but that “Serbia is in a po- 
sition to feel equally relaxed about accepting 
either of the solutions.” 

He sees a further snag. If Montenegro 
were released, he would feel less confident 
about arguing that Serbia’s sovereignty over 
Kosovo, whose population is three times 
Montenegro’s and ethnically far more dis- 
tinct, should be restored. 

Once the last pieces of Yugoslavia are ei- 


ther adjusted in a revamped (probably loos- 
er) federation or separated altogether, then 
the business of rescuing the Balkan econo- 
mies can begin in earnest. It is an irony, after 
the bloody fragmentation of the past decade, 
that the former Yugoslav republics, what- 
ever political arrangements are made be- 
tween them, have little choice but to bring 
their economies closer together again if their 
region is to become truly stable. 





Russia 


Chilled greens 


MOSCOW 


HO says the Russians are passive? In 
recent months their green movement 
has managed to collect at least 2.5m signa- 
tures in support of a referendum on two big 
eco-questions facing the country. One is the 
government's plan to start accepting foreign 
nuclear waste for storage. The other is 
whether to restore the country’s two main 
environmental protection agencies, abol- 
ished by President Vladimir Putin in May. 
But the Central Election Committee 
ruled that nearly 700,000 of the signatures 
were incorrect. It said that people signing the 
petition had not filled in their passport 
numbers properly, or had made other tech- 
nical errors. That left the greens well below 
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_ the 2m signatures that the constitution re- 
© quires for a referendum. 

So Russia’s parliament was free to go 
ahead and enact a money-making proposal 
tostore up to 20,000 tonnes of foreigners’ nu- 
clear waste for 50 years; the revenues, sup- 
posedly worth tens of billions of dollars, are 

‘meant to pay for cleaning up the environ- 
` ment. Greens say that storage will be danger- 
ous, and the money stolen or wasted. 

Russia’s environmentalists and human- 
rights campaigners, shaken by the way the 
government dismissed their petition, are 
increasingly alarmed. They say the treat- 
ment they receive ranges from contemptu- 
ous indifference to outright persecution. 

The clearest example concerns Grigory 
Pasko, a journalist on a military newspaper 
in Vladivostok, in Russia’s far east. He passed 
information about the navy’s careless nuc- 
lear-waste habits to Japanese journalists; 
that, said the authorities, was spying. After 


France 


It's perky for now 


PARIS 


20 months in jail, he was found guilty on a 
minor charge and set free. But after a recent 
appeal hearing in Moscow a retrial on the 
original charge of treason was ordered. 

According to Alexei Yablokov, a noted 
scientist who used to advise President Boris 
Yeltsin on ecology and now heads a pressure 
group, Russia's security services remember 
and resent the role that greens played in the 
collapse of the Soviet Union. Many green is- 
sues highlight the secretive, careless or in- 
competent habits, past and present, of the 
nuclear industries, the space agency, the 
armed forces and big business. All have 
powerful lobbies. 

The greens’ best hope is foreign pressure. 
Russia’s neighbours worry about derelict 
nuclear submarines, decrepit power stations 
and the like. Many in the West also worry 
about Russia’s greens themselves. Amnesty 
International took up Mr Pasko’s case; he got 
24,000 letters of support while in prison. 


With the economy growing nicely, France’s government looks good. But a 
slowdown might hurt the prime minister, Lionel Jospin, more than the 
president, Jacques Chirac, both of whom are set to compete for the presidency 


HIS coming year, declared France’s Pres- 

ident Jacques Chirac in a televised ad- 
dress to the nation on December 3ist, should 
be a “useful” one. A banal word, repeated 
several times, for a president who can be as 
eloquent as the next politician. Yet the ex- 
planation is simple: the conservative Mr 
Chirac is mischievously warning the Social- 
ist-led government of Lionel Jospin not to 
miss the opportunity given by France’s still- 
blossoming economy to carry out “the re~ 
forms needed to prepare for the future, re- 
forms which many of our neighbours have 
already made.” 

Itisaclever criticism. In the spring of next 
' year, Mr Chirac and Mr Jospin, “cohabiting” 
in power ever since the right lost the par- 
liamentary election of 1997, are destined to 
confront each other in a presidential elec- 
tion. So, in the meantime, why not prick the 
prime minister's pride a little, first with the 
observation that the current prosperity 
stems from the work of ordinary citizens, 
from the policies of “successive” govem- 
ments and from world economic growth, 
and then with the implicit accusation that 
Mr Jospin is a wimp? 

Mr Jospin, of course, would claim the 
pride is justified. In a newspaper article 
timed (impolitely, huff the president's men) 
to pre-empt Mr Chirac’s appearance on the 
television screen, the prime minister argued 
that the French are now happy and relaxed, 
and can think realistically of a return to full 


THE ECONOMIST JANUARY 61TH 2001 









EENT : - =n 
who said that the introduction. 








employment—thanks, he modestly noted, 
to a government that had made the struggle 
against unemployment its number-one pri- 
ority, using the weapons of a shorter work- 
ing week, youth-employment schemes and 
a growth-oriented economic policy. 

Maybe so. The latest unemployment fig- 
ure is 9.2% of the workforce, still a touch 
higher than the ev’s average, but the lowest 
since 1990. Since Mr Jospin’s government 
came to power, the economy has grown on 
average around 3% a year; new jobs have 
been created at a rate of 400,000 a year (ten 
times faster than in the period 1974-96); and 
almost a third of the unemployed have 
found work. In other words, the Jospin goal 
of full employment by 2010 is no longer a 
pipedream: assuming labour-force partici- 
pation remains unchanged, only some 
160,000 new jobs a year would be needed to 
reduce unemployment to 5%. 


EUROPE 


But Mr Chirac has chosen his targets 
well: urgent reforms are required, he argues, 
in education, pensions, taxation, public 
spending and the role of the state—all of 
them areas where Mr Jospin, at the head of a 
coalition that ranges from the Communists 
to the Greens, has to tread carefully. 

Last year, for example, the prime minis- 
ter had to jettison a finance minister and an 
education minister when they tried to 
streamline their overstaffed union-domin- 
ated empires. With important local elections 
due in March, brave talk of reforms in the 
schools, hospitals and tax offices has faded. 
Indeed, this year another 11,000 jobs will be 
added toa public-sector payroll which, with 
5.4m employees in a working population of 
26.5m, is already one of the biggest in the 
world. Although the finance minister, Lau- 
rent Fabius, believes in the virtues of cutting 
both taxes and government spending, maxi- 
mum tax rates on personal income are still 
over 60% and it will not be until 2004 (as- 
suming, in the meantime, 3% annual econ- 
omic growth) that public spending falls be- 
low 50% of cpp. In other words, Mr Chirac is 
surely right to point out the government's 
weaknesses. 

But are the voters listening? One of the 
underlying problems for the government is 
the implementation of the 35-hour week, a 
reduction from 39 hours—but with no loss of 
pay. Not surprisingly, it has proved the gov- 
ernment’s most popular policy. The law al- 
ready applies to large firms and will apply to 
small ones from January next year, with the 
bosses being lured by tax concessions and 
promises of more flexible work practices. 
Unhappily, the idea of a carbon tax to help 
finance these concessions has just been 
ruled illegal by France's Constitutional » 
Council, leaving the government with a 
$500m shortfall in its 2001 budget. 

In short, the economy will have to keep 
on growing quite fast to smooth over the 
problems. At present, that looks plausible 
enough, but both Mr Chirac and Mr Jospin 
are no doubt looking anxiously across the 
Atlantic: after all, if America sneezes, Europe 
tends tosnivel, and the symptoms will surely 
be worse for Mr Jospin. 
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Germany 


More babies? 


BERLIN 


OT for the first time, Edmund Stoiber, 

premier of Germany’s biggest and 
most conservative state, Bavaria, has 
stomped into territory where more mealy- 
mouthed politicians have feared to tread. 
Germans, he says, should be paid to have 
more babies. The implication of his plan, 
mooted over the new year, is controversial. It 
touches on growing fears among ordinary 
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Germans that immigration is too high. That, 
in turn, touches on another increasingly 
emotive topic—the definition of what it is to 
be German, and whether (and how) immi- 
grants should be assimilated into the coun- 
try’s Leitkultur, or dominant culture. 

For many Germans, especially on the 
left, the whole tangled issue—demography, 
immigration, national identity—conjures up 
the shameful old ghosts of racial strife. But 
Mr Stoiber, who heads Bavaria’s Christian 
Social Union, plainly reckons that being 
controversial could win him popularity. 
Though he fiercely denies harbouring such 
thoughts, most German commentators 
think Mr Stoiber would love to be the com- 
bined German right’s candidate for chancel- 
lor at the general election due next year. 

His starting-point is that Germany’s in- 
digenous population is shrinking. Demo- 
graphic decline, he argues, is a “ticking time- 
bomb under our social welfare system and 
entire economy”. A respectable economic 
institute in Berlin, prw, says that Germany’s 
low fertility rate means that its population, 
on present trends, could slump from 82m to- 
day to 66m in the next half-century. Worse, 
nearly half the population may by then be 
over 60. At the same time, says piw, Ger- 
many’s labour force may shrink from 40m to 
27m. To keep it stable, the country would 
need 260,000 immigrants a year for the next 
20 years, rising to 600,000 a year for three de- 
cades after that. Allowing for emigration, 
this would mean taking in more than ım for- 
eigners a year after 2020, says the institute. 
Could Germany cope with that number? 


No, says Mr Stoiber. With non-Germans 
already accounting for 9% of its population 
and “ethnic Germans” from the former So- 
viet Union (most of whom speak no Ger- 
man when they arrive) boosting that figure 
to 13%, social harmony is already under 
threat. Moreover, as the European Union 
widens to the east, many Germans fear a fur- 
ther influx of Poles, Czechs and others, who 
will then—say the doomsters—pinch local 
jobs, push down wage rates, and even in- 
crease crime. A threat to “national identity” 
is being more frequently 
mooted. Xenophobia and 
crime committed by far- 
right groups against foreign- 
ers are rising. 

Under Mr _ Stoiber’s 
scheme, German parents 
would get DM1,000 ($484) a 
month, more than triple the 
current rate, for each child in 
the first three years of its life. 
To keep the population 
steady, German women, demographers say, 
need to produce an average of 2.2 babies 
each. The current figure is 1.3. 

Mr Stoiber has been in the forefront of 
those calling for tighter restrictions on asy- 
lum-seekers and ordinary immigrants. Since 
1955, 9m newcomers have settled in Ger- 
many. Though Germany closed its doors to 
foreign “guest workers” after the shock of the 
first big rise in the oil price in 1973, every year 
it still accepts some 100,000 refugees, 100,000 
ethnic Germans and 60,000 family members 
of foreigners who have already settled. 





Love-potent Stoiber 


In future, says Mr Stoiber, Germany 
must differentiate between “those whom we 
need and those who need us”. Some kinds of 
immigrant, he admits, can benefit the coun- 
try. He was quick to endorse Mr Schroder’s 
“green card” scheme, floated last year, to let 
in some 20,000 foreign computer specialists 
on five-year contracts. 

After presenting that scheme as a single 
event, Mr Schröder changed his tune, re- 
cently unveiling plans to extend it to foreign 
students wanting to stay on to work in Ger- 
many after graduating. Now 
he is lending an ear to busi- 
nessmen wanting the rules 
to be further relaxed to let in 
foreign specialists in other 
areas of dearth. 

If Mr Stoiber, among 
mainstream politicians, 
seems readiest to break the 
taboo about discussing the 
consequences of large-scale 
immigration, Mr Schroder 
has been quite bold too. Immigration, he 
says, is an “economic must”. He has prom- 
ised legislation on the matter once a commit- 
tee of inquiry he set up reports this summer. 

The right, as usual these days, is in a 
quandary. Angela Merkel, leader of the 
Christian Democrats, to whom Mr Stoiber’s 
Bavarian lot is allied, is wary of being tarred 
with the brush of ethno-centric nationalism. 
Mr Stoiber seems ready to take that risk. So 
far, the lady has yet to comment on his 
scheme for making more German babies. 
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TEADY, efficient, unadventurous. Go- 

ran Persson, Sweden’s stolid Social 
Democratic prime minister, does not actu- 
ally use such words to describe how he 
wants his country to portray itself during 
its six-month presidency of 
the European Union, which 
started on January 1st. But it 
is what the rest of the Eu ex- 
pects; and if it sounds a bit 
dull, Sweden has often ac- 
cepted its image with good 
grace. Moreover, after the 
bad blood that character- 
ised the end of France’s cur- 
rent period at the £u’s helm, 
the club’s 15 members may 
rather welcome a spell of 
cool Nordic modesty. 

The Swedes say their presidency will 
concentrate on “three Es”: enlargement, 
environment and employment. Mr Pers- 
son is keen for the eu to welcome new 
members, especially from Central Europe 











EU Perssonality cult? 


Six delightfully dull Swedish months 


and the Baltic. In environmental matters, 
he sees Sweden as a European leader, and 
wants to persuade other Eu countries to 
match its own high standards. And his So- 
cial Democrats stress that the EU’s commit- 
ment to the market and 
economic growth should go 
together with the aim of full 
EU-wide employment. 

Some critics in Sweden 
fear that this worthy agenda 
for the country’s first presi- 
dency since it joined the Eu 
five years ago is long on gen- 
eralities but short on detail. 
Even on green issues, the 
government has made only 
one solid proposal—for 
tougher curbs on hazardous 
chemicals. It also wants to extend to the rest 
of the Union its ban on television advertis- 
ing aimed at children (see page 53). 

The Eu’s promised enlargement, how- 
ever, is where Sweden might make a differ- 


ence. Mr Persson wants the readiest coun- 
tries to be let in fast (which would rattle the 
Poles), but is reluctant to name dates. A 
premature anouncement might, he thinks, 
weaken candidates’ determination to 
complete necessary reforms. Even so, some 
top academics have already scolded him 
for being unrealistically hopeful about 
welcoming new countries into the EU soon. 

Sweden’s rather unambitious presi- 
dential plans are in keeping with the 
Swedes’ wariness of the £u in general. 
Along with the British, they are the least en- 
thusiastic members of the club. An opinion 
poll last month suggested that 43% of 
Swedes oppose EU membership, while 
only 37% favour it. After the Danes’ refusal 
last September to adopt Europe’s single 
currency, the Swedes are unlikely to seek to 
join it soon, though Mr Persson has ended 
his years of hesitation by saying he is in fa- 
vour of doing so—in principle. 

“The most important thing for me is 
that our presidency is regarded as profes- 
sional and that we are seen as a competent 
player in the Eu,” says Mr Persson. That is 
as much as most Swedes hope for. No risky 
French glamour and excitement for them. 
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Zoran Djindjic, Serbia's other big man 


| FT IS hard to say who, these days, is Yugoslavia’s biggest man. To 
| BL acclamation, Vojislav Kostunica donned that mantle back in 
October, after he had thrashed Slobodan Milosevic in an election 
for the presidency and was triumphantly propelled into the job, 
after Mr Milosevic had refused to leave it, by an exultant wave of 
rebellion on the streets. He, if anyone, had cleansed the Balkans of 
its vilest leader. But since just before Christmas, after a general 

| election in Serbia (the main bit of Yugoslavia’s shrunken federa- 
| tion), a rival as well as a partner has emerged—in the shape of Zo- 
| ran Djindjic, now set to become Serbia’s new prime minister. 
While Mr Kostunica, with a daunting task of diplomacy ahead of 

’ him, remains the hopeful new face of Yugoslavia on the world 
stage, it is Mr Djindjic who must now buckle down to the more 

| taxing job of remoulding his country at home. So the pair will have 
| to cohabit. Will Mr Djindjic make his 

side of the arrangement work? 

“My job is not to be popular,” he 
says. That is just as well, since a recent 
opinion poll ranks him a dismal uth in 
the popularity stakes among Serbia’s 
politicians. Indeed, he has never been 
much loved. Yet the fact that his ram- 
shackle coalition of 18 parties took 64% 
of the vote in last month’s poll, far 
more than any other grouping, testifies 
to his managerial nous. Disliked he 
may be, but few Serbs deny that Mr 
Djindjic—~smooth, sophisticated, 
handsome and chic—is also clever, dy- 
namic and brave. 

His detractors, however, both on 
the left and on the right, are legion too. 
What his friends call pragmatism, his 
foes deem opportunism. One of Ser- 
bia’s leading columnists, by no means 

| afanof Mr Milosevic, calls Mr Djindjic 
| “Little Slobo”, implying that he has the 
same dictatorial tendencies. 

Mr Djindjic, now 48, is certainly 

complex. Born in Bosnia, he was 
| strictly brought up by his army-officer 
father. That, says Mr Djindjic, turned 
| him against authority. Friends say he 
| has a dual personality: an almost mili- 
tary flair for organisation and a barely suppressed anarchistic 
streak. The clash, they say, accounts for his fierce, angry energy. 
l Mr Djindjic’s rebellious nature was in evidence early. While 
| still at school in Belgrade, Yugoslavia’s (and Serbia’s) capital, he 
dared muster a petition against a law that made the country’s un- 
touchable post-war dictator, Marshal Tito, president for life. Later, 
Mr Djindjic fell in with Yugoslavia’s New Left philosophers gath- 
ered under the banner of the journal Praxis, before joining fellow 
students from Croatia and Slovenia, the least backward republics 
in Yugoslavia, to set up a non-communist student front. That—or 
rather his desire to “destroy the constitutional order”—earned him 
a suspended sentence of a year in jail. Off Mr Djindjic then went to 
Germany, where he studied for a doctorate in philosophy under 
Jürgen Habermas. He stayed there for most of the 1980s, working in 
academia and, by the by, doing quite a bit of business. 

When communism began to fizzle, he went home and helped 
found the Democratic Party, which he now leads. As Yugoslavia 
collapsed in bloodshed, he opposed the communist-turned- 








nationalist Mr Milosevic. But Mr Djindjic himself soon began to 
make Serb-nationalist noises. And after Bosnia’s Serbs had turned 
against Mr Milosevic, Mr Djindjic controversially demonstrated 
his apparent loyalty to their cause by publicly roasting an ox with 
their bloodstained leader, Radovan Karadzic. Did Mr Djindjic 
truly believe that Mr Karadzic deserved his support, or was the 
gesture utterly cynical? 

Either way, it seems to have helped him to the top of Serbia’s 
political pole. For most of the past few years he has been fighting 
for supremacy not with Mr Milosevic but with other Serb opposi- 
tion leaders, notably the mercurial Vuk Draskovic. With Mr Milos- 
evic now cast down and Mr Draskovic sidelined, Mr Djindjic’s ap- 
proach appears, at any rate tactically, to have been vindicated. 

Will such tactical acumen enable him to help Serbia? The ob- 
stacles are huge. Years of sanctions and 
decades of communism have stunted 
the economy, and corruption is rife. If 
foreigners are to invest, the judiciary 
must be cleaned up, and the criminals 
who ran the show under Mr Milosevic 
must be dealt with. Many well-wishers 
fear that Mr Djindjic, who is far from 
monkish himself, may not be inclined 
to take them on. 

Moreover, sceptics in Belgrade 
think he has already been too cosy 
with Mr Milosevic’s old crime-con- 
nected security-service types. Mr 
Djindjic’s defenders say, with some 
reason, that he was obliged to get along 
with them, at least temporarily, to en- 
sure a peaceful transition. It is certainly 
fanciful to suggest, as conspiratorially- 
minded Belgraders are already doing, 
that Mr Djindjic’s rise is part of an 
elaborate plot to keep the venal old 
system intact. 

Still, he will have to deal with the 
many former top Serbs, starting with 
Mr Milosevic, wanted for trial as war 
criminals in The Hague. That will be 
hard. Ever the pragmatist, Mr Djindjic 
is unlikely to offer sanctuary to Mr Ka- 
radzic. But the handling of Mr Milos- 
evic will be even trickier. Mr Djindjic is already trailing the idea ofa 
compromise whereby the Hague court might oversee a trial in Ser- 
bia. Whatever deal is struck, Mr Djindjic has made it plain that Mr 
Milosevic’s days as a free man are numbered. On that, he has little 
motive for dissembling. 

Then there is the matter of Serbia’s own security, and its place 
within Yugoslavia. That is where Mr Djindjic’s remit overlaps with 
President Kostunica’s. Montenegro, Serbia's tiny federal partner, 


SWEET 
SERBIA 


may break away, or at least loosen its ties with Serbia still more. if | 


the federation actually fell apart, Mr Kostunica’s job would, by de- 
finition, disappear—though it is possible he would then be elected 
president of Serbia alone. If not, Mr Djindjic would by default be- 
come the Serbs’ top dog, in which case it would be for him to deal 
with secessionist Kosovo—a task that no Serb, for the time being, is 
keen todo, however passionately he may feel about it. 

Mr Djindjic has to be tough and shrewd. He also needs concil- 
iatory skills—and integrity. He has the first two qualities in abun- 
dance. Whether he has the other two is worryingly less certain. 
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BRITAIN 


Mean streets 


BIRMINGHAM 


In dealing with prostitution, the government and the councils that run 
Britain’s cities are pulling in different directions 


ALSALL HEATH was once the centre of 

Birmingham's vice trade. Legions of 
prostitutes plied their trade on corners, and 
advertised their services with gaudy win- 
dow displays in residential streets. Then in 
1994 a group of residents formed Balsall 
Heath Street Watch, and began patrolling the 
neighbourhood to drive the vice away, with 
more dedication than the police can afford. 
The Street Watch members still convene in 
their portacabin, before venturing out on 
foot and in their cars. These days, though, 
there is virtually no prostitution in Balsall 
Heath, and the streets are deserted at night. 

Balsall Heath’s residents are proud of the 
results, and their methods have been emu- 
lated elsewhere. But they have been accused 
of vigilantism and _intimidation—allega- 
tions which Raja Amin, the group’s founder, 
does not entirely deny. And other neigh- 
bourhoods complain that this activism has 
merely moved prostitution around. Some of 
the street-walkers have gone indoors, but 
many have relocated up the road to the adja- 
cent, middle-class neighbourhoods of Edg- 
baston and Ladywood. (“So be it,” says Mr 
Amin.) 

The residents of these newly inundated 
areas, and the local police, have worked 
imaginatively to deter prostitutes and their 
clients. Sergeant Richard Martin and his col- 
leagues send around 20 warning letters a 
month to owners of cars spotted misbehav- 
ing in the area by residents’ patrols; only one 
has re-appeared. The names of kerb- 
crawlers actually taken to court have been 
published in the local press. Birmingham 
police were among the first in the country to 
use the government’s new Anti-Social Be- 
haviour Orders to stop prostitutes soliciting. 
One woman who violated an order has re- 
cently been sent to prison. Sergeant Martin 
would like to apply the orders to clients as 
well, so that they too can be imprisoned, 
rather than merely fined. 

These tactics seem to be working, and the 
police are trying hard to do more than shuf- 
fle the problem along. But getting tough may 
still be only a short-term answer. Criminal 
convictions make the women even less em- 
ployable, and fining them is usually an in- 
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centive for them to get back on the streets. 
Along with many magistrates and probation 
workers, Carl Rice, the Labour councillor for 
Ladywood, thinks that “putting prostitutes 
in prison is not the answer”. 

Birmingham city council, prompted by 
enraged residents, is looking at a wider range 
of options. Last year it set up a policy panel, 
involving the police, the health authority 
and others, to look into street-walking. Mr 
Rice, who chairs the panel, would like to 
confine the trade to non-residential areas, 
where prostitutes could operate without fear 
of prosecution. But for that to happen in Bir- 
mingham, the slippery laws on prostitution 
would have to be revised. 

Recent Home Office research argues that 
tolerating prostitution in massage parlours, 
as already happens in a few British cities, 
suchas Sheffield, might help to keep it off the 
Streets. Fewer pimps, and fewer children, 
tend to be involved. But Mr Rice and his col- 
leagues are more interested in the “zones of 
tolerance” which existed in the Netherlands 
even before the final legalisation of prostitu- 
tion there last year, and operate (unofficially) 
in some British cities, such as Edinburgh, 
where police turn a relatively blind eye to 
soliciting in defined areas. 


Doing it the Dutch way 


Some prostitutes worry that these zones can 
become places where anything goes. But evi- 
dence from the Netherlands suggests that 
where they are properly regulated, the nasti- 
ness associated with prostitution can be re- 
duced. This sort of idea appeals to those who 
think prostitution is a legitimate commercial 
transaction, but is anathema to those who 
consider it downright immoral. Yet since 
West Midlands police (unlike some other 
forces) oppose any sort of selective law en- 
forcement, the debate is at the moment only 
theoretical. 

Birmingham may have particular en- 
ticements for prostitutes: some may have 
been attracted by the city’s success as a con- 
ference venue. But although some residents 
believe their neighbourhoods have been 
targeted by loose women from around the 
country, there is nothing unique about the 





city’s problems. Most sizeable towns attract 
prostitutes, and many other municipal au- 
thorities would be pleased if Birmingham 
succeeded in prompting the government to 
review the law. Home Office advisers have 
recommended that it do so. 

But the government does not seem to be 
in a liberalising frame of mind. Its plans for 
new legislation, announced in the Queen’s 
Speech in December, included making kerb- 
crawling an arrestable offence. Ministers 
have recently addressed the issues of child 
prostitution and trafficking. But even if they 
wanted to, they would be unlikely to con- 
template anything so inflammatory as toler- 
ance zones, or other legalising steps, this 
close toa general election. 

Demand for prostitution is pretty con- 
stant. It follows that politicians who really 
want to tackle it ought to work on supply— 
the steady stream of women, often young 
and homeless, who get and stay on the game. 
But support for agencies working with pros- 
titutes is limited among the voters of Edgbas- 
ton and Ladywood. Some claim that a health 
outreach project, which distributes con- 
doms to street-workers, draws them into the 
area. Residents accuse the council and the 
health service of acting as pimps. As for the 
prostitutes: “They're not people any more,” 
says a resident. 
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Libel 
Gorgeous 
George Is gone 


HE death of George Carman this week 

coincides with the end of an extraordi- 
nary period in British courts. Thanks to a 
quirk in the law—in Britain, unlike the Un- 
ited States, there is no public-interest de- 
fence for defamation—and escalating 
awards from juries, the British public was 
treated to a decade of fantastic legal theatre. 

George Carman, popularly known as 
Gorgeous George, dominated the scene of 
many of his triumphs, Court 14 at the Old 
Bailey, although he was only 53” tall. One of 
the few British lawyers to become a house- 
hold name, his skills as a cross-examiner 
were highly prized. At his peak he was earn- 
ing well in excess of £1m ($1.5m) a year; but 
those who bought his services thought him 
excellent value. 

The court performances were meticu- 
lously prepared and rehearsed. Mr Carman 
had the knack of addressing juries in lan- 
guage they could understand and never for- 
get. He described David Mellor, a former 
cabinet minister, as having “behaved like an 
ostrich and put his head in the sand, thereby 
exposing his thinking parts”. He described 
another Conservative mp, Neil Hamilton, as 





E z Sr 


oe 





An old owl with sharp talons 


“a greedy and unscrupulous politician who 
was on the make and on the take”. 

Mr Carman’s principal technique was to 
explode a bombshell when his opponents 
least expected it. When Jonathan Aitken, a 
former government minister, sued the 
Guardian, airline tickets and credit card 
statements were suddenly produced mid- 
way through the trial proving that the for- 
mer cabinet minister had lied. Mr Aitken 
was subsequently convicted and jailed for 
perjury. 

When Gillian Taylforth, an actress, sued 
the Sun, he produced a home video in which 
she simulated oral sex with a large sausage. 
When Jani Allan, a South African journalist, 





BRITAIN 


sued Channel 4, he produced keyhole evi- 
dence of the white posterior of the far-right 
politician Eugene Terre’Blanche bobbing up 
and down between her legs. She told him: 
“Whatever the award for libel, being cross- 
examined by you would not make it enough 
money.” One of Mr Carman’s colleagues, 
Anthony Scrivener, said that watching him 
cross-examine was “like watching a wise old 
owl devouring a rodent.” 

Just occasionally these tactics of rough- 
ing up claimants misfired. In an action 
brought by the former Conservative health 
minister, Edwina Currie, against the Ob- 
server, Mr Carman gave her sucha hard time 
that the jury awarded her £75,000—far more 
than had been expected. 

It is perhaps fitting that Mr Carman 
should take his leave at a time when the at- 
tractions of suing for libel have diminished. 
The risks of an unsuccessful suit have been 
highlighted by the disasters befalling politi- 
cians suchas Mr Aitken and Mr Hamilton. At 
the same time the rewards have declined 
since the Court of Appeal’s decision in 1995 
to cut damages awarded to the singer, Elton 
John, from £350,000 to £75,000. The 1996 De- 
famation Act has provided new defences in- 
cluding “innocent dissemination”, and cut 
the period in which actions can be brought 
from three years to one. The curtains have 
been drawn on the great days of libel, and of 
its most formidable practitioner. 
me 








66 AKING money is a dirty game,” 
says the Institute of Economic Af- 
fairs, summing up the attitude of British 
novelists towards business. The rE, a free- 
market think-tank, has just published a 
collection of essays (“The Representation 
of Business in English Literature”) by five 
academics chronicling the hostility of the 
country’s men and women of letters to the 
sordid business of making money. The im- 
plication is that Britain’s economic perfor- 
mance is retarded by an anti-industrial 
culture. 

Rather than blaming recalcitrant 
workers and incompetent managers for 
Britain’s economic worries, then, we can 
put George Orwell and Martin Amis in the 
dock instead. From Dickens’s Scrooge to 
Amis’s John Self in his 1980s novel 
“Money”, novelists have conjured up a 
rogue’s gallery of mean, greedy, amoral 
money-men that has alienated their im- 
pressionable readers from the noble pur- 
suit of capitalism. 

The argument has been well made be- 
fore, most famously in 1981 by Martin Wie- 
ner,an American academic, in his “English 
Culture and the Decline of the Industrial 





Cents and sensibility 


Spirit”. Lady Thatcher was a devotee of Mr 
Wiener’s, and she led a crusade to revive 
the “entrepreneurial culture” which the 
liberal elite had allegedly trampled under- 
foot. The present chancellor of the exche- 
quer, Gordon Brown, sounds as though he 
agrees with her. At a recent speech to the 
Confederation of British Industry, he de- 
clared that it should be the duty of every 
teacher in the country to “communicate 
the virtues of business and enterprise”. 

Certainly, most novelists are hostile to 
capitalism, but this refrain risks scapegoat- 
ing writers for failings for which they are 
not to blame. Britain’s culture is no more 
anti-business than that of other countries. 
The Romantic Movement, which started 
as a reaction against the industrial revolu- 
tion of the 18th century, was born and 
flourished in Germany, but has not 
stopped the Germans from being Europe’s 
most successful entrepreneurs and indus- 
trialists. 

Even the Americans are guilty of black- 
ening business’s name. sMERSH and SPEC- 
TRE went out with the cold war. James 
Bond now takes on international media 
magnates rather than Rosa Kleb. Hit films 





such as “Erin Brockovich” have pitched 
downtrodden, moral heroes against the 
evil of faceless corporatism. Yet none of 
this seems to have dented America’s lust 
for free enterprise. 

The irony is that the novel flourished as 
an art form only after, and as a result of, the 
creation of the new commercial classes of 
Victorian England, just as the modern Hol- 
lywood film can exist only in an era of 
mass consumerism. Perhaps the moral is 
that capitalist societies consume literature 
and film to let off steam rather than to 
change the world. 





A manager at work 
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No praise, please, I'm Labour 


OMETIMES you blow an innocent kiss and get slapped for your 

trouble. This has just happened to The Economist. In our issue 
of December 16th we wrote a brief article in praise of Clare Short, 
the secretary of state for international development. We described 
her recent White Paper as “full of good sense, and some coura- 
geous policy” on global poverty. We liked the fact that she had 
made a strong case for seeing global capitalism as the solution to 
global poverty rather than the cause of it. That is very much our 
own view. And we thought it striking that this strong argument 
should have been put so forthrightly by a Labour minister who 
was once “a left-wing firebrand”. We did not expect to be thanked 
for this small act of editorial generosity, but nor did we expect tobe 
slapped down for it. 

Well, we have been. The Christ- 
mas post brought the following let- 
ter from Ms Short: 

Your snide comments on my political 
views and the Globalisation White Pa- 
per are misinformed. The message of the 
White Paper is that countries need effec- 
tive states and efficient markets to maxi- 
mise the conditions for poverty reduc- 
tion. It also calls for a stronger focus in all 
the multinational institutions on sys- 
temic poverty reductions. The White Pa- 
per rejects the market fundamentalism 
of the 1980s for which The Economist 
was often an apologist. These are my 
longstanding political values. 

Ouch. When your overtures are 
misconstrued, the prudent course is 
sometimes to apologise and with- 
draw. We are sorry that Ms Short 
found our comments snide. They 
were not so intended. But it would 
be a pity to withdraw from the sub- 
ject altogether. For the secretary of 
state’s indignation at our praise for it 
is almost as interesting as the White 
Paper itself. Moreover, it raises an 
interesting question about the cast 
of mind of the government as a 
whole as it seeks re-election. 

Our article touched a raw nerve. 
But which one was it? Was it being called a former left-wing fire- 
brand that upset Ms Short? Or was it being praised for having 
changed her mind? To judge by the fidelity she claims to her “long- 
standing political values”, it is the latter. This is after all a politician 
who grew up in the Tribune Group on the left of the Labour Party. 
But the Tribune newspaper gave her White Paper a cooler recep- 
tion than we did. In point of fact, it accused her of “running up the 
white flag of surrender”. In the Tribune view of the world, global- 
isation is amatter of companies exploiting the cheapest labour in 
the poorest and least-regulated economies, in “a universal process 
of dumbing down”. Our view, like Ms Short’s, is that if poor coun- 
tries reject the investment and know-how that multinational 
firms can provide, they risk trapping themselves in poverty. She 
agrees with us and we with her. But when Tribune attacks you for 
selling out and The Economist praises you for changing your 
mind, the commendation of the latter is in danger of validating the 
condemnation of the former. Ms Short seems keener on staying in 
with her old crowd than making friends with a new one. 

Thatis a pity. It is easy enough to understand why Labour be- 





comes prickly when it is accused of changing its mind. The strategy 
in 1997 that required the party to make itself “New” entailed 


putting out a mixed message. On the one hand, a message of | 
change was needed in order to win new voters. On the other, a 


message of continuity was needed to retain the loyalty of old ones. 
The two messages are in perpetual tension, and the balance be-: 


tween them requires tuning in accordance with electoral circum: : 


stances. In the coming election, Labour's strategists are beginning 
to think it is continuity that needs most emphasis. The parlous 
condition of the Conservatives suggests that Labour can now relax 
alittle about the danger of a mass defection by the new voters it at- 
tracted in 1997. A bigger danger is that of traditional voters staying 
home—not only because they are 
complacent about the prospect of a 
Labour victory but also because 
they are disappointed about the 
kind of party Labour has become. 

Tony Blair has tried to resolve 
the tension between Old and New 
Labour by arguing via his “Third 
Way” that a change of mind is not 
the same thing as a change of heart. 
Labour's policies may change, the 
prime minister says, but the values 
that underpin them remain eternal. 
It is an answer that may satisfy 
some. But it is no answer simply to 
deny, in the manner of Ms Short, 
that you have changed a thing. She 
knows better than most how pre- 
posterous such a claim is. 

Ms Short became the mp for 
Ladywood, Birmingham, in the 
election of 1983, which the Labour 
Party fought and lost under a mani- 
festo so far to the left of the elector- 
ate that one of its own ps called it 
“the longest suicide note in history”. 
This document promised among 
other things (such as withdrawal 
from the Common Market) that a 
Labour government would re- 
nationalise the companies which 
Margaret Thatcher had moved to the private sector and introduce 
massive central planning. It said that a Labour government would 
negotiate “development plans” with big firms so as to influence 
their purchasing policies and prevent “excessive” import penetra- 
tion. Within the framework of an “orderly” expansion of trade, a 
Labour government would give preference to imports from the 
poorest countries, “except where this will create acute problems 
for particular industries in this country.” And soon. 

Itis not good enough for Ms Short to argue now that she has al- 
ways believed in “effective states and efficient markets”. So has 
The Economist. We have never been “market fundamentalists”. 
Our difference with Labour has been about the extent to which 
states ought to control, interfere with and second-guess markets. 
Whereas the Labour Party of 20 years ago argued for massive inter- 
ference, New Labour has come round to our view that markets of- 
ten know better than governments. We will continue to praise Ms 
Short for implementing this policy in her role as international-de- 
velopment secretary. We unreservedly withdraw any praise we 
erroneously gave her for doing so without embarrassment. 
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Microsoft's cunning plan 


The firm’s blueprint for the future of software is technically ambitious—and, 
in the light of its battle with antitrust regulators, rather clever 


T WAS an annus horribilis for many tech- 

nology firms, but last year was particu- 
larly dismal for Microsoft, the world’s largest 
software company. In April, Judge Thomas 
Penfield Jackson ruled that the firm had 
used “anti-competitive means” to preserve 
its monopoly in rc operating-system soft- 
ware, and in June he ordered it to be split in 
two. Microsoft appealed against this ruling— 
the case goes back to court next month—but 
its share price plummeted. 

The firm’s woes are not confined to the 
courtroom. Adoption of Microsoft's Win- 
dows 2000 operating system has been slower 
than expected, as has take-up of its Office 
2000 applications suite—particularly bad 
news, as applications account for half of Mi- 
crosoft’s revenues. A slowdown in the pc in- 
dustry, combined with the shift from rc- 
based to Internet-based computing, has fur- 

- ther dented the firm’s prospects, prompting 
it to issue its first profit warning in over a de- 
cade. Tocapitall, Microsoft was this week hit 
with one of the biggest race-discrimination 
lawsuits in American history~-to be heard, 
ironically, before Judge Jackson. 

Microsoft faces three main challenges: 
the rise of the Internet, slowing applications 
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revenues and the threat of break-up. But it 
has a plan, in the form of a new blueprint for 
the future of software. This plan, called .net 
and unveiled last summer, is nebulous in 
some parts and non-existent in others, but 
over the next year it should come into focus. 
And it might just be able to solve all three of 
Microsoft’s problems simultaneously. 


Software as a service 


Microsoft's dominance of the pc market- 
place stems from its ownership of the Win- 
dows operating system. Windows provides 
basic functions, such as drawing windows 
and menuson the screen, managing network 
communications and accessing disk-drives, 
on which all pc software can draw. This en- 
sures the consistency and compatibility of 
different pieces of software, and provides 
programmers with building blocks that can 
be stuck together to make complex products. 
Microsoft, in turn, benefits by controlling 
and defining the platform. 

With .NeT, Microsofts plan is to estab- 
lish a new platform. Instead of writing pc 
software that runs on Windows, the idea is 
that programmers will write Internet soft- 
ware that runs on NET. Like Windows, .NET 


will provide the basic blocks from which 
more complex software can be constructed. 
The key difference is that, whereas rc soft- 
ware runs ona single machine, NeT software 
will involve interactions between many ma- 
chines connected via the Internet and pro- 
viding services to each other. 

This is, to some extent, already happen- 
ing on the Internet. Online publishing, for 
example, involves millions of machines 
(web servers) providing a service (offering 
pages) to other machines (pcs running web 
browsers). All this is possible because the 
protocols for formatting, requesting and 
transmitting web pages have been standar- 
dised. Microsofts aim with .NET is to provide 
the framework for machines to offer other 
services, such as credit-card authentication, 
airline reservations or English-French trans- 
lation, over the Internet. And by providing a 
complete set of tools to build and link such 
services, Microsoft hopes to establish a new 
standard, just as it did with Windows. 

This will work, however, only if Micro- 
soft can persuade programmers to write soft- 
ware that runs on its new platform. So this 
summer, a big step in its .NeT strategy will be 
to provide a set of programming tools, called 
Visual Studio.NET, to start the ball rolling. If 
Microsoft can establish a new Internet- 
based platform, its fortunes will no longer be 
tied soclosely to those of the pc, and it will be 
better placed to profit from the expected 
proliferation of non-pc devices, such as 
smart telephones and set-top boxes. 

The rise of net does not mean that Mi- 
crosoft intends to abandon Windows, how- 
ever. Instead, it hopes that the growth of the 
NET platform will drive demand for power- 
ful server software, and hence for Windows 
2000 and its associated server add-ons. Fur- 
thermore, Microsoft will ensure that NeT 
services work best when used on pcs run- 
ning Windows. 

Reorganising itself around .wet, rather 
than Windows, is a shrewd way for Micro- 
soft to respond to the growing importance of 
the Internet. But, just as significant, the move 
to a more Internet-centric way of doing 
things will also make it easier for Microsoft 
to earn money from its applications soft- 
ware. Instead of selling its Office suite in 
shrink-wrapped boxes, Microsoft plans to 
transform it into a subscription-based on- 
line service. 

Using the .vet platform, services such as 
messaging, project management and ac- 
counting, all provided “on tap” over the In- 
ternet, can be woven into the Office suite. 
Microsoft will be able to charge a subscrip- 
tion for these services, rather than relying on 
sales and upgrades to maintain its applica- 
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tions revenues. Since many Office users 
seem to have chosen not to upgrade to the 
latest version because they are happy with 
their existing versions of the software, this is 
a canny move. It also explains Microsoft's 
announcement on December zist that it 
would buy Great Plains Software, a provider 
of on-tap accounting, finance and payroll 
services, in a $1.1 billion share-swap. 

But will customers really opt for regular 
subscriptions over occasional upgrades? 
Chris LeTocq, an analyst at Gartner, suggests 
that this will be a difficult transition to man- 
age, and that Microsoft will have to time the 
phasing out of the shrink-wrapped versions 
of its software carefully if it is to avoid the 
charge that it is bilking its customers. An- 
other potential problem is that complicated 
software running on.NET will require a fixed, 
high-speed Internet connection—some- 
thing that Microsoft is betting will soon be 
ubiquitous. Worse, the software-as-a-ser- 
vice approach could mean that firms end up 
paralysed whenever their network connec- 
tion goes down. 


Pretty hedge 

It is, however, .NET’s implications for Micro- 
soft’s legal difficulties that are the most in- 
triguing. Company officials insist there is no 
connection between the two, and that Mi- 
crosoft would be pursuing .NeT even if it 
were not at war with regulators. Microsoft 
expects the appeal court to rule against a 
break-up—and its hand has been strength- 
ened by the election of George Bush, who 
has hinted that he is opposed to a break-up. 
Even so, it is remarkable how effectively .NeT 
could insulate the firm in the event of its be- 
ing divided into an operating-system com- 
pany (which would own Windows) and an 
applications company (owning Office). 

The logic behind such a break-up is that 
it would separate Microsoft's ownership of 
the Windows platform from its dominance 
in applications software. But if Microsoft can 
successfully move its applications on to the 
net platform, it can afford to jettison Win- 
dows. Like a crab shedding its old shell, the 
applications firm would be able to scuttle off 
unscathed, owning both the new .NET plat- 
form and the services that run on it. 

In addition, although Windows is a 
foundation stone in the current vision of 
NET, there is no reason why .NET services 
should not also work on other operating sys- 
tems in future. So even if Microsoft is not 
broken up, .NET provides a good insurance 
policy against the rise of the popular open- 
source Linux operating system, which is 
maintained and distributed free by enthusi- 
asts on the Internet. 

Meanwhile, the legal wheels are starting 
to turn again. Microsoft filed its brief to the 
Washington appeal court on November 
27th, and the Justice Department's reply is 
expected on January 12th. Microsoft will re- 
spond in turn by the end of the month, and 
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oral arguments will be heard in late Febru- 
ary. But the chances are that it will be years, 
rather than months, before a final ruling is 
made. By then, if Microsoft can implement 
its crafty but risky new strategy, the verdict 
could have been rendered irrelevant. 

a 





Skoda Auto 


Slav Motown 


MLADA BOLESLAV 


HE Czech word skoda means pity or 

shame. Thus, on spying a passing Skoda 
car, Czechs used to say “there goes a shame”, 
and nobody would much argue. Skoda’s 
press officer is one Milan Smutny, whose 
family name means sad. But although jokes 
about Mr Sad at Shame Inc worked nicely in 
former Communist times, 


from vw’s coffers); then exploit Czech engi- 
neering talent, low labour costs and Skoda’s 
access to Central European markets. 

This formula has worked wonders. An- 
alysts reckon that Skoda is the most success- 
ful former Communist company anywhere. 
Production has tripled since 1991. In 1997, 
Skoda overtook Fiat’s Polish affiliate as Cen- 
tral Europe’s largest car manufacturer. De- 
spite a three-year recession in the Czech Re- 
public, Skoda has doubled its sales since 1995 
to $3.2 billion, and last year it made a respect- 
able profit of $75m. Little wonder that vw 
lobbied hard to buy the Czech government's 
remaining 30% share in Skoda last year, for a 
further $320m. 

The growth has been driven by exports. 
In 1991, around 30% of Skodas were sold 
abroad; now around 80% are exported. 
Skoda has plants in Poland and Bosnia, and 
one on the way in India. Its “controlled ex- 
pansion” into Western Eu- 





these days they fall rather 
flat. 


Driving abroad 
Skoda’s sales, CZKbn 


rope has continued apace, 
especially into Germany, 





The reason is that Skoda 
Auto (not to be confused 
with Skoda Plzen, a de- | 


GB exports 
domestic 






the firm’s biggest western 
market. 
Over the Christmas 





crepit engineering concern) 
has become the motor of 
the Czech economy. Some 
4% of the Czech workforce, 
or 150,000 people, are em- 
ployed, directly or indi- 
rectly, by the company, 
which is based in Mlada 
Boleslav, a small Bohemian 


1995 
Source: Company reports 








holidays Skoda slipped out 
the announcement that its 
bestselling post-Commu- 
nist model, the Felicia, of 
which 1.4m have been sold, 
would cease production in 
April. The Felicia, which did 
not meet European Union 


1999 ! 
environmental standards, 








town an hour’s drive north 
of Prague. An impressive 14% of Czech ex- 
ports are attributable to Skoda and its sup- 
pliers. These other firms now account for $3 
billion in combined revenues. 

When Volkswagen edged out Renault in 
1991 to buy a 70% stake in Skoda for $650m, its 
plan was simple. First, transform the com- 
pany with German management and lots of 
cash (over $2 billion so far, but—impor- 
tantly—from Skoda’s own cashflow, not 


had, anyway, already been 
replaced with the critically acclaimed Fabia, 
acar so slick and high-tech that it promises 
to bury the Skoda jokes for good (two car 
magazines, Germany's Autobild and Brit- 
ain’s What Car?, even named the Fabia their 
car of the year for 2000). Skoda plans to pro- 
duce 300,000 Fabias a year, but that figure 
could be revised upwards. The company’s 
larger model, the Octavia, was originally 
built with a maximum production run of 
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_ 90,000 cars a year, but around 160,000 were 
` made last year. 
-o Skoda’s latest marketing blitz empha- 
__sises quality and value for money, and un- 
_derlines the company’s Czech roots. Skoda, 
“after all, is Europe’s third-oldest car manu- 
facturer, founded in 1895—and until first the 
"Nazis and then the Communists got hold of 
it, Skoda was a prestige marque. Lately, the 
company has gained from Czech athletic 
prowess. When Jana Novotna, a lachrymose 
Czech tennis star, won the ladies singles at 
Wimbledon in 1998, she did so with Skoda 
emblazoned on her shirtsleeves. When, 
more recently, the Czech team won the ice- 
hockey world championship, it did so in hel- 
mets stencilled with the Skoda name on an 
ice rink painted with the firm’s logo. 

Nor does Skoda show any sign of slow- 
ing down. A new $562m engine and gearbox 
plant will open this year, confirming Mlada 
Boleslav as the Slav Motown. The brand that 
was once the butt of motorists’ jokes is no 
longer a laughing matter. 


Europe’s food retailers 


Hungry for 
credit 


PARIS 


HAT could food retailing, a dull but 

essential industry, possibly share with 
the high-tech, rollercoasting telecoms busi- 
ness? The surprising answer, according to 
Standard & Poor's (sar), a rating agency, is 
that the creditworthiness of both industries 
isdeclining, particularly in Europe, thanks to 
their huge appetite for capital. That is no 
shock on the telecoms front—massive bills 
for mobile licences and pricey takeovers 
have become commonplace, and debts have 
ballooned. But surely Europe’s retailers can- 
not be accused of anything similar? 

They are certainly not in the same league 
as their telecoms counterparts. Over the past 
year, however, six of Europe's biggest food 
retailers have seen their credit ratings either 
downgraded or given a negative outlook. 
Among them have been Casino and Carre- 
four in France, Ahold of the Netherlands and 
Safeway and Sainsbury in Britain. 

The gloomy. story can be explained by 
the structure of Europe's retailing market 
and how companies have responded toit. At 
first glance, the market seems to be quite 
concentrated (see chart on next page). But the 

~ true picture is more complex. Although the 
euro may eventually have a profound effect 
by improving price transparency and allow- 
ing big cost savings, these benefits lie largely 
in the future. For now, national market 
quirks remain a barrier to cross-border 
consolidation, so most deals have been do- 
mestic. 
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| Letsbinit.com 


PARIS 


ERHAPS the most unnerving aspect of 
recent travails among so many tech- 
nology companies is that bright stars have 
fallen as far as dull ones. In America, a no- 
table e-commerce casualty has been 
Priceline, a name-your-price auction out- 
fit that was once capable of luring top 
bosses away from multinationals but 
now verges on the moribund. In Europe, 
| the new year began witha profits warning 
| from Intershop, a much-hyped German 
software firm. After its announcement on 
| January 2nd, its shares on Frankfurt’s bat- 
| tered Neuer Markt dived by 70%. 

Another victim has been Lets- 
buyitcom, a pan-European s2c (busi- 
ness-to-consumer) Internet company 
that was once tipped to have a bright fu- 
ture but is now fading fast. Founded by 
Swedes in 1999, Letsbuyit suffered the in- 
dignity of seeing its shares suspended on 
December 29th after it entered bank- 
| ruptcy protection. When trading resumed 
on January 2nd, the shares lost half their 
| value. Letsbuyit's imminent failure can be 
put down to three factors: bad timing, 
over-ambition and a questionable busi- 
ness model. 

The company’s timing problem dates 
back to its flotation last July. In a deterio- 
rating market for technology shares, it first 
postponed its listing, then managed to 
raise €62m ($60m)—only half the sum it 
had hoped for and far short of the €180m 
it reckoned to need in order to reach 
| break-even by the end of 2002. 

By October, Letsbuyit was looking for 

a strategic partner. But investors had be- 

| come leery of Internet companies and no 
| deal was done. As its finances became 
| ropier, Letsbuyit was forced to seek pro- 
tection from creditors, if only to buy itself 

a little more time. On January 3rd, the 








ee | 





masse. As The Economist went to press, 
no rescuer had appeared. 

In retrospect, Letsbuyit was too ambi- 
tious. After headlong expansion, it oper- 
ates in 14 European countries, selling a 
comprehensive range of consumer goods, | 
from diamond necklaces to electronic | 
equipment. That translates intohigh mar- | 
keting and infrastructure costs. But the 
firm also derives a disproportionate 
amount of revenue from Germany and 
Austria. The rest of its network failed to 
pull its weight. 

Letsbuyit’s business model was be- 
guiling, but it failed to catch on. The idea 
was that consumers would group together 
to secure bulk discounts on products, a 
similar notion to that followed by Ameri- 
can firms such as Mercata and Accom- 
pany. But it proved hard to persuade | 
enough people to sign up. Discounts were | 
either unimpressive compared with those | 
available elsewhere or simply unattain- | 
able for lack of scale. And Letsbuyit | 
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worked on minuscule margins, because 
the advantages of bulk-buying went 
largely to consumers. For the firm’s share- 
holders, the exercise has produced no ad- 
vantages at all. 





Recently there have been signs that 
cross-border activity is picking up. But this 
has tended to be in smaller and more frag- 
mented markets such as Italy and Portugal, 
in which Ahold, Carrefour and its French ri- 
val, Auchan, have been particularly busy. In 
general, European food retailing falls far 
short of being a regional single market. For all 
its bulk, for example, Carrefour has no pres- 
ence in either Germany or Britain. Only in 
the discount and cash-and-carry niche mar- 
kets are there genuinely pan-European com- 
panies, such as Aldi and Lidl of Germany. 

As a result of the difficult market struc- 
ture in Europe, several companies have ex- 
panded elsewhere, becoming leaders in a 
global race to grab new markets in Latin 


America and Asia, where cost-efficient 
hypermarkets are a novelty. A few, such as 
Ahold and Belgium’s Delhaize, have suc- 
cessfully entered the competitive American 
market. Delhaize relied on its American op- 
erations for a remarkable 89% of its profits 
before interest and tax last year. Carrefour 
has spread itself the widest. According to 
Merrill Lynch, it now relies on its home mar- 
ket for only 47% of sales. 

It is, however, this push beyond Europe 
that explains the credit pressure on the in- 
dustry. Although Carrefour and Ahold al- 
ready make plenty of money abroad, their 
continuing expansion is straining their bal- 
ance sheets. Others, such as Casino and 
Tesco, Britain's market leader, are investing 
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large sums abroad in a bid to catch up. Capi- 
tal spending has sucked up most of their 
cashflow, forcing them to take on more debt. 
Moreover, the pressure is spreading. As 
competition intensifies, those companies 
that lack a strong position in a big domestic 
market are struggling. Laurus, the number 
two retailer in the Netherlands, is restructur- 
ing in an attempt to keep Ahold in sight. In 
Britain, Safeway and Sainsbury are trying to 
keep pace with Tesco and Asda. Unlike their 
bigger, increasingly global rivals, they cannot 
look to profits growth in frothy new markets 
to give their creditworthiness a push in the 
right direction. 
ein ah asi ae A | 





American steel 


Meltdown 


NEW YORK 


HE bankruptcy of trv, America’s third- 

biggest steel maker, on December 29th 
generated plenty of emotions, but surprise 
was not one of them. This was not only be- 
cause trv had gone into Chapter 1 bank- 
ruptcy before and a repeat was widely ex- 
pected (it was the third bust in the industry 
in as many months), but also because the ex- 
cuse for its miserable performance was so fa- 
miliar: dastardly foreigners are ruining 
America’s once-great steel business, dump- 
ing rolls of steel on American shores at far 
below cost. This refrain might play well in 
Washington, but it gets less true by the day. 

For a start, imports, which have never 
accounted for more than about a third of 
American steel consumption, are now at 
their lowest level in years (and were down 
more than a quarter, year-on-year, in No- 
vember). Part of the reason, and a big factor 
in rrv’s collapse, is that American steel 
prices have plummeted to a 20-year low—so 
low that hardly anybody, not even cheap 
Asian producers, can make money. The 
blame for this lies not with subsidised im- 
ports but simply with too much product and 
not enough demand—two problems that are 
mainly domestic in origin, since they stem 
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from a slowdown in the car industry and a 
lack of consolidation in the American steel 
industry itself. 

Steel is an old business in America, 
dominated by firms such as usx and Bethle- 
hem Steel that date back to the 19th century. 
That is a proud legacy but also a costly one, 
measured in everything from the size of their 
pension plans to the cost of cleaning up old 
facilities. Bethlehem Steel, for instance, no 
longer makes steel at the huge plant around 
its Pennsylvania headquarters. The towering 
blast furnaces are being turned into a mu- 
seum and the black monolith of an executive 
headquarters is now shared with an ac- 
counting firm. In the staff canteen it is easy to 
tell which employees are which: the ones 
with grey hair work for the steel company. 
The average age of members of the United 
Steelworkers of America, the main union, is 
50; some integrated companies have five re- 
tired workers for every active employee. 


Small is beautiful 


The big “integrated” steel makers, such as 
LTV, usx and Bethlehem, have high fixed 
costs and long planning cycles; turning ore 
into finished steel requires massive plants 
that can take a decade or more tocomplete or 
retool. By contrast, the “mini-mills” of com- 
petitors such as Nucor, which make new 
steel from scrap, are smaller, cheaper and 
faster to set up, allowing their owners to react 
more flexibly to market conditions. 

Over the past 25 years, steel from domes- 
tic mini-mills has taken far more of the inte- 
grated giants’ market share than have for- 
eigners. Nucor is now worth more than the 
three leading integrated makers combined. 
Yet mini-mills cannot do it all: there is not 
enough scrap to satisfy all steel demand, and 
steel made from scrap is not high enough 
quality for all uses. Integrated producers 
may be out of fashion, but they are not about 
to go away entirely. 

But will they be American? To hear 
the industry’s lobbyists tell it, this hinges 
on political willingness to fight unfair 
trade. Backed by an army of lawyers, Amer- 
ican steel makers have been attacking im- 
ports for decades, successfully winning 
over one administration after 
another. Despite years of de- 
cline, steel remains one of the 
most protected and subsi- 
dised industries in Amer- 
ica, and one of the main ir- 
ritants in global trade 
negotiations, weakening 
American arguments for open 
markets elsewhere. 

Imports have indeed exacer- 
bated the steel industry’s problems, but 
far less imported steel than the industry 
claims has been true dumping. Aside from 
their own high costs, the biggest blow to 
American steel makers in recent years has 
been the strong dollar, which makes all im- 
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ports cheaper. The Asian financial crisis took 
this to an extreme; as Asian steel demand: 
dried up, the plunge of currencies therë 
made steel from South Korea, in particular, 
irresistibly cheap. 

Since the crisis, however, much has 
changed. Asia has largely recovered and the 
dollar has weakened, making American 
steel more competitive. Tariffs and other 
trade sanctions have slashed imports from 
countries such as Russia. The continuing fi- 
nancial woes of American steel firms make it 
easier for trade officials to find the “injury” 
they need to justify harsh import restric- 
tions. Indeed, last month a trade panel found 
that 1 countries’ imports had harmed steel 
makers—a first step to imposing sanctions. 

Perhaps because of all this protection, 
America’s steel producers have been slow to 
do the one thing that might help them most: 
merge. The biggest of them, usx, is only the 
world’s 1th-largest steel maker, although 
America until recently was the world’s larg- 
est steel market (China has now overtaken 
it). Even as steel companies in Europe, Asia 
and Latin America have joined up, Ameri- 
can firms have remained stubbornly apart, 
resulting in excess capacity and scale ineffi- 
ciencies. 

The problem, argues Michael Gambar- 
della, an analyst at J.P. Morgan, is that the 
companies are distracted by the difficulties 
in finding a good fit between existing pro- 
duction facilities, rather than focusing on 
non-production-related expenses, which 
eat up most of their margin, even in good 
years. The result may be more acquisitions 
from abroad, which would give foreign firms 
a production base inside American trade 
barriers. Considering that Bethlehem Steel, 
for instance, is now worth just $250m—small 
change for any big firm—such an option has 
never been cheaper. 
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Advertising to children 


Kid gloves 


NEW YORK 


Pressure is growing to ban advertising aimed at children. Do such 


clampdowns make sense? 


ROM an advertiser’s viewpoint, children 

are a splendid audience. They watch lots 
of television; they spend lots of pocket 
money; they go shopping with Mum, and 
nag her to death to buy the latest fad in 
breakfast cereal or fizzy drinks. No wonder 
many folk worry about the influence of 
marketing on minors. Increasingly, cam- 
paigners are demanding that countries im- 
pose restrictions on advertising aimed at 
children. 

Thus the newly senatorial Hillary Clin- 
ton wants to introduce a bill empowering 
America’s Federal Trade Commission to stop 
“unfair” marketing to children, especially to 
under-fives. In Europe, legislation to curb 
marketing to children is spreading. 
Greece, where all toy advertising on 
television is banned between 7am 
and 10pm, has considered extending 
the ban to all products aimed at chil- 
dren. Italy, Poland, Belgium and Ire- 
land are all debating the issue. 
Tougher measures may lie ahead: 
Sweden, where tv advertising aimed 
at children under 12 has been illegal 
since 1991, plans to use its six months 
in the president’s chair of the Euro- 
pean Union to encourage a tightening 
of the £v’s relatively liberal rules on 
TV advertising. 

The campaigners claim that chil- 
dren are too naive to distinguish be- 
tween ads and genuine program- 
ming. “Young children are not able to 
understand what advertising is 
about. Advertisers are taking advantage of 
their childishness,” says Lars Maren, senior 
adviser to the Swedish culture ministry. Even 
those children who can make such a distinc- 
tion, he argues, might still be manipulated 
by acommercial into pestering their parents 
to buy a product—what marketers cynically 
call “nag and whine” campaigns. 

Some critics also worry about the social 
impact of advertising to children. Britain’s 
chancellor of the exchequer, Gordon Brown, 
recently accused advertisers of highlighting 
social divisions by marketing expensive toys 
and gadgets that poorer families cannot af- 
ford. Britain’s Food Standards Agency is call- 
ing for tighter standards on food advertising 
to young people, because it believes such 
marketing contributes to childhood obesity. 

Add to this a concern about the growing 
intrusion of marketing in schools. Channel 
One, a cable network, offers free Tvs to par- 
ticipating schools in America, provided that 
the students watch a daily “lite news” pro- 
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gramme complete with ads. Joel Babbit, the 
company’s former president, lured advertis- 
ers with the claim that his company was 
“forcing kids to watch two minutes of com- 
mercials a day”. Another example is ZapMe! 
Corporation, which was forced to back 
down after parents complained that the firm 
was selling data on their children to advertis- 
ers, in return for placing computers in 
schools. “We are seeing the commercialisa- 
tion of childhood,” grumbles Gary Ruskin, 
director of Commercial Alert, a Washington 
lobby group. 

Advertisers insist that a widespread 
move to ban children’s ads would backfire. 
Their main argumentis that bans would lead 





Now nag and whine 


to worse children’s programming on televi- 
sion, fewer educational resources in schools 
and higher prices for toys. There may be 
something in this. Britain’s 1Tv says it 
ploughs back nearly all the £45m ($67m) in 
revenue it generates each year from chil- 
dren’s advertising into home-grown kids’ 
programmes. 

Greece’s ban on Tv toy advertising— 
originally a protectionist measure for local 
toy makers—has stoked a debate about the 
quality and limited selection of home-pro- 
duced children’s programmes. One big 
American toy manufacturer in Greece says 
that, as a direct result of the ban, the com- 
pany offered retailers a more limited selec- 
tion of new toys this Christmas than it did in 
other European markets. 

Commercial marketing in schools also 
has benefits. Britain’s government, for one, 
wants more business involvement in 
schools, after the success of initiatives such 
asa loyalty scheme linked to Tesco, a food re- 
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tailer. This rewards parents’ spending on 
groceries with points that go towards school 
computers. 

Advertisers could, in any case, easily get 
around Tv advertising bans. In Sweden, they 
have stepped up other kinds of marketing to 
children, from billboards to in-store promo- 
tions. The government is powerless to stop 
offshore broadcasters from beaming pro- 
gramming with Swedish-language advertis- 
ing into the country—which is one reason 
why it is keen to rewrite the ev’s rules. “In re- 
ality, Sweden’s ban hasn’t worked,” con- 
cludes Erling Bjurström, a professor of com- 
munications at Stockholm’s National 
Institute for Working Life, on whose research 
Sweden’s 1991 law was based. 


Clever kids 


In fact, both sides are missing the real point. 
Advertisers are not as influential as they 
seem. A recent study by the Advertising Edu- 
cation Forum of 5,000 parents in 20 Euro- 
pean countries found that 86% did not rate 
advertising among the top five influences on 
their children: parents, schools and 
other families, among others, were 
seen as far more important. 

Nor are children as gullible as ad- 
vertisers and campaigners believe. In 
a study published last November, 
Brian Young, a psychology professor 
at the University of Exeter, found that 
children as young as six can under- 
stand the purpose of commercials 
and can distinguish them from enter- 
tainment. A review of 20 studies on 
advertising to children that had been 
conducted over the past 32 years, 
published by Britain’s Social Affairs 
Unit, calls the view that children are 
easily manipulated by advertising 
“naive”. It also finds no evidence that 
such advertising leads to battles be- 
tween parents and children. “Chil- 
dren are not gullible. A pestering child is a 
badly brought-up child,” says Adrian Furn- 
ham, the review’s author (and a parent). 

This highlights the most important case 
against shielding children from marketing— 
that parents and teachers have a respon- 
sibility to teach children about the realities 
of a commercial world, just as they teach 
them how to cross a road safely. Deborah 
Regan Howe, a mother of two in Buffalo, 
New York, says that by watching advertise- 
ments with her six-year-old son and dis- 
cussing their intent, she has got him to de- 
velop a sophisticated understanding of 
marketing. “We talk about why children in 
ads look happy and what the toys might be 
like in reality. He still asks me for the latest 
thing, but there is no battle. He understands 
why if he doesn’t get it.” The Swedes may 
find they have a tough time convincing their 
European neighbours that this kind of edu- 
cation is a job for the state. 

m 
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Don’t look down 


Blockbuster products and corporate chutzpah have turned Pfizer into a darling of Wall Street. 
Can Hank McKinnell, the new man in charge, rise to its lofty expectations? 


EW year’s resolutions are well and 

good, but it is going to take more than 
wishful thinking to get Hank McKinnell 
through the next 12 months. This week he 
took over the top job at Pfizer, the world’s 
largest drug company, and the only one to 
boast eight products earning more than $1 
billion apiece. But although he is respected 
by his drug-making peers for his knowledge 
and management skills, Mr McKinnell is an 
unknown quantity outside the industry. 

The public face of Pfizer has long been 
William Steere, its outgoing chief executive, 
who helped to transform the company from 
a mid-sized American drug maker into a 
global leader in drugs for cardiovascular dis- 
ease, infection and central nervous system 
disorders. The company did not, however, 
get there on its own. Pfizer likes to pair up 
with other drug makers to bring products to 
market. Many of its bestselling pharmaceuticals, such as Celebrex, 
a new anti-inflammatory medicine, or Lipitor, a cholesterol-low- 
ering drug, were actually developed by other firms. 

These rivals turn to Pfizer largely for its marketing prowess. Mr 
McKinnell insists that Pfizer’s salesmanship is about more than 
having bodies pounding on doctors’ doors or ads bombarding the 
airwaves. The company invests heavily in clinical research, be- 
yond what is needed to get its drugs past the regulators. Nor does 
Pfizer shy away from risky propositions; this is, after all, the com- 
pany that turned a lacklustre anti-hypertension drug into a block- 
buster called Viagra. 

Such opportunism has made Pfizer immensely profitable. But 
it has also made it unpopular with those Americans who blame 
profiteering drug firms for the high prices of pills for the elderly, as 
well as with campaigners in poor countries that are wrestling with 
western drug companies over access to expensive medicines. 

Mr McKinnell rejects the notion that Pfizer has a hard image, 
and makes no apology for his firm’s aggressive tactics in getting 
drugs to market. Such tough talk sounds odd in the folksy accent of 
this small-town Canadian. Although Mr McKinnell’s style is more 
approachable than his predecessor’s, close observers reckon his 
substance is just as strong. This is just as well, since Mr McKinnell 
faces the daunting task of justi- 





experience of mergers, the Warner-Lambert 
takeover has gone well. Pfizer is on track to 
save over $1.6 billion by the end of 2002 from 
integrating the two firms, more than origi- 
nally predicted. Mr McKinnell, who has led 
the integration effort, believes that a willing- 
ness to embrace Warner-Lambert’s practices 
where they proved superior to Pfizer’s has 
helped to avoid a clash between the two 
firms. Cynics respond that there is little War- 
ner-Lambert culture left, after the departure 
of most of its top managers. 

Mr McKinnell now finds himself at the 
head of an army of 12,000 researchers, with 
an annual research and development (R&D) 
budget of $5 billion. Companies this big are 
unprecedented in the pharmaceutical in- 
dustry—and, some argue, unnecessary. Esti- 
mates by Stewart Adkins of Lehman 
Brothers suggest it takes no more than $130m 
to assemble the tools needed to discover new medicines. At that 
cost, even mid-sized firms can compete. There is no evidence that 
big drug firms are any more innovative than their smaller peers. 


Is big better? 

Many topdrug makers argue that the full sequencing of the human 
genome has changed the rules, and that in future their companies 
will need size in order to muster the money, machines and man- 
power to exploit the new goldmine. But Mr McKinnell is not so 
sure that bigger is better, at least in discovering new drugs. Pfizer, 
he says, took Warner-Lambert not out of aspirations of scale, but 
because it was simply too good a morsel to pass up. That it has 
brought size too is something that will need careful management. 
Like its newly merged and closest rival, GlaxoSmithKline, Pfizer is 
reorganising its R&D machine to seek a balance between scientific 
creativity and economies of scale. 

Nobody knows if such well-laid plans will yield rewards. 
Meanwhile, though, Mr McKinnell has to manage investors’ 
expectations. Pfizer has had setbacks, such as the withdrawal of its 
new antibiotic, Trovan. Two of the three products it is trying to 
launch this year, for migraine and schizophrenia, have had pro- 
blems with regulators. Luckily, few of the patents on Pfizer’s top- 
selling drugs are due to expire in 





fying Pfizer’s biggest gamble yet: Pfizzing 





its $90 billion purchase of War- 
ner-Lambert, an American ri- 
val, in 2000. 

Mergers in the drugs indus- 
try tend to be consensual affairs. 
Not so Pfizer’s hostile bid for 
Warner-Lambert, which had 
agreed a union with American 
Home Products. Warner’s man- 
agement tried to avoid Pfizer’s 
clutches, but the giant’s offer, 
made in the rapidly appreciat- 
ing currency of its own shares, 
eventually won the day. 
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Although Pfizer had little 





the near future. But its skill at 
- p creating demand for its pro- 
a E drugs ducts has eased the way to mar- 
Product Company ket for competitors to Lipitor, 
1 Losec AstraZeneca Viagra and Zithromax, its best- 
2 Lipitor Pfizer selling antibiotic. And though 
AE Merck Pfizer has more than 150 pro- 
ANANS T Pricer jects in the works, such as in- 
5  Ogastro Abbott Labs haled insulin, its short-term 
AT oaae Eli Lilly pipeline is running low. To keep 
7 Celebrex Searle/Pfizer Wall Street happy, Mr McKin- 
8 Seroxat GlaxoSmithKline nell may have tod o yet another 
9 Claritine Schering Plough deal, perhaps with Pharmacia, 
g Floug 

10 Zyprexa HiU in the near future.The problem 
with being at the top is that the 

easiest way forward is down. 
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The terrible twos begin 


FRANKFURT 


On new year’s day the euro celebrated its second birthday and gained a new 
member, Greece. After a rocky start on the currency markets, it has also 
recently rebounded against the dollar. Yet even stiffer tests now lie ahead for 
the currency’s guardian, the European Central Bank 


OU might think that life was at last get- 

ting easier for the infant European Cen- 
tral Bank. The twin threats that have hung 
over its goal of price stability, high oil prices 
and the weakness of the euro, are both sub- 
siding. The euro’s sharp recovery has stifled 
the gripes of Europe’s politicians about both 
the ecs’s policies and its president, Wim 
Duisenberg. Even the recent slowdown in 
most of the euro area's economies may 
prove to be good news, since most econo- 
mists now expect the next move in interest 
rates to be downwards, following a climb of 
two-and-a-quarter percentage points be- 
tween November 1999 and October 2000. 

This week marked another seminal mo- 
ment besides the currency’s climb towards 
95 cents against the dollar. On January ist 
Greece became the euro’s 12th member, 
shedding Europe’s oldest currency, the 
drachma. Greece is the first country to join 
since the euro’s birth. Its arrival somewhat 
makes up for the disappointment of the 
Danish vote against entry in a referendum 
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held in September. The odds against either of 
the two other £u non-euro members, Britain 
and Sweden, joining soon have risen since 
the Danish vote. 

Assimilating Greece should be fairly 
easy: its GDP is less than 2% of the euro area’s. 
Butits higher growth and inflation rates than 
those of the bigger members will continue to 
raise questions about the suitability ofa one- 
size-fits-all monetary policy—just as they 
have done for Ireland, which has the highest 
inflation rate in the orcp. These questions 
will intensify as Central and Eastern Euro- 
pean countries prepare to join both the ru 
and the euro. 

Even before then, the ece faces several 
daunting challenges over its next two years. 
Its monetary-policy task is likely to prove es- 
pecially hard, as uncertainty over the path of 
the world economy grows. So far, it has oper- 
ated in a largely benign global climate in 
which any talk of recession was far-fetched. 
But it may this year have to act more vigor- 
ously to sustain growth and fend off defla- 


tion—especially if the euro keeps on rising. 
As a mere two-year-old, its record in adver- 
sity is largely untried. 

Next January will see the introduction of 
euro notes and coins, a logistical and mar- 
keting operation of immense proportions. 
And Mr Duisenberg has promised to “retire” 
some time in 2002, to be replaced by the ur- 
bane governor of the Bank of France, Jean- 
Claude Trichet. This was the compromise 
agreed at the time of Mr Duisenberg’s ap- 
pointment in May 1998; but it has no legal 


force, and a judicial investigation into Mr 


Trichet’s handling of Crédit Lyonnais, a 
French bank, may preclude his appointment 
to the Ecs presidency in any case. 

Asif all this were not enough, there are at 
least three other difficulties that, sooner or 
later, will have to be resolved, either by the 
ECB itself or by the European Union’s politi- 
cians. The first is that the ecs has not yet 
learned how tocommunicate the way it exe- 
cutes monetary policy to financial markets 
and the media; or, put another way, outside 
commentators have not yet learned to 
“read” the ecs as clearly as they can Amer- 
ica’s Federal Reserve. 

The second is that the division of 
responsibilities between the tcs and the na- 
tional central banks (NcBs)--collectively 
known as the Eurosystem—needs to be re- 
worked. Although monetary policy is now 
conducted in Frankfurt, ness retain many 
other central-banking tasks, including the `; 
prudential supervision of banks. There is a 
good case for shifting more to the euro-area ` 
level, and for doing it sooner rather than 
later. And the third is the prospective acces- 
sion to the euro of Central and Eastern Euro- 
pean countries. Although this is several 
years away, itis already stirring debate. 


Read my lips, every month 

The most immediate of these three issues is 
the EcB’s communication problem. This was 
neatly summarised last June by Otmar Iss- 
ing, its chief economist and a member of its 
six-strong executive board, when he said 
that “the verdict among most, if not all, our 
‘watchers’ seems to be that—broadly speak- 
ing—the ecs has done a good job but has not 
been very effective in presenting and ex- 
plaining itself.” As Mr Issing also said, this is a 
matter of more than public relations. 

The ecs’s task is to maintain stable 
prices, which it defines as an annual infla- 
tion rate of no more than 2%. In November 
inflation was well above this target, at 2.9%; 
but it is hard to criticise the bank, because a 
lotof the excess was caused by high oil prices 
and the falling currency. Moreover, since 
monetary policy works with lags of up to 
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two years, the full impact of the ecp’s first in- 
terest-rate decisions has only just worked 
through. The ecp’s real job is to stop inflation 
taking a grip, by feeding through from oil 
prices to wages and consumer prices. 
Stripped of energy prices, inflation has 
stayed within bounds (see chart 1). 

Nor does it make much sense to bash the 
Ece for the pasting that the euro took in the 
currency markets for its first 22 months. Mr 
Duisenberg may have helped to put the 
skids under it with some incautious remarks, 
notably in an ill-judged newspaper inter- 
view in October. But for most of 2000 market 
sentiment was against the currency anyway, 
thanks to the perceived weakness of the euro 
area relative to the United States. Once the 
news from across the Atlantic worsened, the 
euro began to recover, rising by almost 15% 
between its late-October trough and this 
week (see chart 2). In any case, the Ec is 
charged with maintaining the internal value 
of the euro, not the exchange rate—and, since 
trade now accounts for only some 10% of 
euro-area Gop, the inflationary impact of 
any depreciation is smaller than it was for, 
say, the p-mark. 

Yet the fact remains that financial mar- 
kets have found the ecs’s actions hard to un- 
derstand. In a way, this is curious, because 
the bank has gone to great lengths to try to 
make its thinking plain. America’s Federal 
Reserve has no inflation target. Unlike the 
© ECB, it has never written down its monetary- 

x policy strategy. Nor does Alan Greenspan, 
the Fed chairman, hold on-the-record press 
briefings to explain what the Fed is up to. Mr 
Duisenberg, in contrast, gives one a month. 

Thomas Mayer, an economist at Gold- 
man Sachs in Frankfurt, likes to differentiate 
the £cB’s approach from what he calls the 
“Greenspan model” of central banking. In 
Mr Greenspan, the Fed has a strong leader 
who has managed to steer markets’ expecta- 
tions skilfully. Mr Duisenberg is more a 
“moderator” of the Ecs’s 18-strong govern- 
ing council (the six executive board mem- 
bers, plus the 12 NCB governors), which 
meets to set rates every fortnight. 

Unable to rely on a strong individual, the 
EcB has set out a monetary-policy strategy 
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with two “pillars”, designed by Mr Issing. 
The first pillar is the money supply, reflecting 
the fact that inflation in the long run is a 
monetary phenomenon. The second con- 
sists of other, short-run influences on the 
price level. Nothing wrong with that, says Mr 
Mayer: the problem is that it is not clear to 
EcB-watchers such as himself whether the 
governing council is using this framework in 
aconsistent way. 

For example, economists point to the 
way the EcB reacted to the euro’s plunge. At 
first, says Mr Mayer, “Duisenberg gave the 
impression that they would neglect the cur- 
rency.” But last autumn the ec intervened 
to support it. Michael Schubert of Com- 
merzbank, a German bank, says that the ecs 
estimated that the devaluation of the euro in 
1999 would add only 0.2 percentage points to 
inflation; so, he comments, “I expected that 
in the coming months there’d be no increase 
in interest rates. But they did it.” 

Worse, the more the cs tries to explain, 
the more confusion it sows. Just before 
Christmas it published projections of Gpp 
growth and inflation for the next couple of 
years. These, stresses the bank, are not fore- 
casts, nor do they reflect the view of the gov- 
erning council. They are instead an “input” 
to the rate-setting process, supplied by the 
bank's staff. However, quite a few econo- 
mists are not sure what the new information 
is worth. The range of projections is pretty 
broad: Gpp growth in 2001, for instance, is set 
to lie somewhere between 2.6% and 3.6%. 
Moreover, points out Mr Schubert, the mid- 
point of the inflation projection for 2002 is 
1.9%, within the definition of price stability. 
Yet the forecast assumes no change in ex- 
change rates. Why, he asks, has the ecs been 
complaining about the undervaluation of 
the euro if, according to its own staff, it 
presents no threat to the bank’s objective? 

It is hard to see what might solve this 
problem, except for more experience on 
both sides. “Transparency,” said Mr Issing 
last year, “is a rather subjective notion and 
may have a lot to do with familiarity.” Pub- 
lishing the minutes of the ecs meetings, as 
happens with the Fed and the Bank of Eng- 
land, would clarify the arguments put for- 
ward in the governing council; but, on the 
other hand, the exposure of 18 different argu- 
ments might confuse ecB-watchers even 
more. And it is hard to claim that the ecp’s 
problem is a lack of openness. 

The doubts about the presidency of the 
ECB will also continue to cast a cloud. Mr 
Duisenberg is still expected to stick to his 
bargain and quit next year. But because Mr 
Trichet can no longer be considered a cer- 
tainty as his successor, others are already 
said to be manoeuvring behind the scenes. 
The French are unlikely to surrender the post 
without a fight, so if Mr Trichet is ruled out 
they might have to look for an alternative. 
But since they have no other obvious figure 
with central-banking clout, other countries 






might wish to offer candidates of their own. 
It took over 12 hours of heated argument ata 
Brussels summit to settle the presidency of 
the ecs last time round. 


Acase for centralisation? 


The second difficulty is the relationship be- 
tween the ecs and the national central 
banks. Although the nces are no longer 
responsible for national policy, they have 
kept several other important jobs. Bank su- 
pervision and financial stability are still un- 
der their eyes. ncBs still maintain their own 
payment systems, even though the Eurosys- 
tem has its own, TARGET. In all, according to 
an estimate by Lorenzo Bini Smaghi of the 
Italian treasury and Daniel Gros of the Cen- 
tre for European Policy Studies in Brussels, in 
“Open Issues in European Central Banking” 
(published by Macmillan in 2000), over 50% 
of the Eurosystem balance sheet is outside 
the ecB’s direct control because it is suppos- 
edly unrelated to monetary policy. 

Does this arrangement make sense in a 
monetary union? Suppose that a fair-sized 
bank in a large euro-area country ran into 
difficulty. The national central bank alone, 
looking at the domestic market, would not 
be able to judge whether the failure of the 
bank would pose a systemic risk to the euro- 
area’s banking system. If there is a systemic 
risk across the euro area, it is arguable that a 
national central bank ought not to have to 
recapitalise the bank by itself. And national 
bank supervision might even increase the 
risk of bank failure, if NcBs worried only 
about the banks’ domestic liabilities rather 
than their exposure across the euro area. 

There is a case for leaving things as they 
are. There are, after all, no signs of instability 
in the euro area yet. And banking markets 
are mostly still national, rather than cross- 
border. But this misses the point, say Messrs 
Bini Smaghi and Gros. It is better to act while 
things are quiet than to try tocobble together 
a new structure in a crisis. It is also a mistake 
to suppose that, just because most bank 
lending takes place in domestic markets, 
euro-area banks are not exposed to other 
euro-area risks, There is a single money mar- 
ket; euro-area government bonds are virtu- 
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ally perfect substitutes; and there is a single 
foreign-exchange market. 

The answer is surely not to have every 
bank supervised in Frankfurt. Perhaps only 
a few dozen of the euro area’s 9,000 banks 
will need any supranational supervision. In 
the first instance, closer co-operation be- 
tween nees is the easiest and most likely 
way forward. And even if supervision across 
the euro-area does develop, it is not certain 
that the ece should do everything. In Ger- 
many, for instance, a “liquidity consortium”, 
not the Bundesbank, appraises the solvency 
of stricken banks and lends them funds if 
they look salvageable. But it is better to start 
doing something now, rather than wait for a 
crisis to blow up. 


Eastern approaches 


The third problem ahead is the queue of 
Central and Eastern European countries 
wanting to join both the £u and the single 
currency. Their accession to the euro, even 
on the most optimistic timetable, looks far 
away (although several are already linking 
their currencies to the euro, and some may 
yet toy with “euroisation” ahead of entry). 
None will join the eu before 2004. They will 
then have to be members of the exchange- 
rate mechanism, limiting fluctuations 
against the euro, for at least two years. After 
that (ie, in 2006 at the earliest), they will be 
admitted to the euro area if they satisfy the 
Maastricht treaty criteria on inflation, inter- 
est rates, budget deficits and government 
debt. Unlike Britain and Denmark, the new 
countries cannot formally opt out of the 
euro. If they pass the Maastricht tests, they 
are supposed to join—though Sweden has 
stayed out even without a treaty-sanctioned 
opt-out. 

Long before the Central and Eastern Eu- 
ropeans join, the way in which the ecs takes 
interest-rate decisions will have to be re- 
formed. The current rules give every NCB 
governor a seat on the governing council, 
alongside the executive board. All members 
have equal weight. So far, decisions have 
been taken by consensus rather than major- 
ity vote (at any rate, no vote has ever been 
admitted to). This system is hard enough to 
manage even with 18 members. With per- 
haps 30-odd, it will become all but impossi- 
ble. it will be harder to forge a consensus on 
interest rates, or to pretend that one exists. 
And with more use of votes, it seems highly 
improbable that the big euro-area countries 
will accept having the same voting power as, 
say, Estonia or Slovenia. 

There is another argument pushing for 
change: that the relative weight of NcB gov- 
emors, as a group, on the governing council 
will otherwise grow at the expense of the 
centre. The Fed gives its regional presidents a 
minority of votes on its open-market com- 
mittee. In an enlarged ecs, the ncs gover- 
nors could control as many as four-fifths of 
the votes. That risks giving too much weight 
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to regional concerns, and not enough to the 
centre. 

Europe’s political leaders have already 
spotted that the system needs adjustment. In 
the treaty negotiated at the Nice summit last 
month, they agreed that the Council of Min- 
isters should be able to amend the Ecp’s de- 
cision-making procedures, acting on a rec- 
ommendation from either the European 
Commission or the ecs. But how the rules 
might change is far from decided. 

One model is to take a leaf out of the 
Fed’s book, and rotate the right to vote: only 
five of the presidents of the 12 district Federal 
Reserve banks have a vote in any year, plus 
the seven Fed governors, In Europe, this 
might have to be amended to give perma- 
nent voting rights tonces from big countries: 
in America, the president of the New York 
Fed is the only regional boss with perpetual 
voting rights. But as the abortive Nice sum- 
mit discussions on limiting the size of the 
European Commission to less than one per 
member country showed, getting such a 
change agreed may prove extremely hard. 
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How long ev governments have to do it 
depends largely on how soon the acceding 
countries will be ready to join. In theory, 
preparations are already taken care of by the 
Maastricht criteria. Indeed, several countries 
are already well on course, and look in better 
shape than did Italy, Spain or Portugal in the 
early 1990s or Greece did even more recently. 
As happened with the southern Europeans, 
the goal of joining the single currency, en- 
shrined in these criteria, should give the east- 
emers the incentive to put their macroeco- 
nomic houses in order. 

For the markets, the Maastricht criteria 
may be essential. It could help to allay fears 
that letting in “soft” countries such as 
Greece, and later others from Central and 
Eastern Europe, when such “hard” countries 
as Britain, Denmark and Sweden still stand 
aside, could somehow undermine the euro. 
But from a broader economic point of view, 
Maastricht may be as much a hindrance as a 
help. It is too soon to measure the Central 
and Eastern Europeans against the Maas- 
tricht yardsticks—and not only because they 
are not yet members of the £u. The reason? 
Their cpr per head is far below the Euro- 
pean average. Joining the £u, or the prospect 
of it, ought to help them catch up. However, 
as they catch up, their price levels as well as 
average incomes should in theory converge 
on the European average. That implies a 
higher inflation rate. 


Get moving now 


How much time do the Ecs and £u govern- 
ments have to sort out the ecp’s various chal- 
lenges? If economics were the sole guide, the 
politicians and bankers ought to be able to 
put the institutional implications of the ad- 
mission of the Central and Eastern Europe- 
ans on hold for several years. But politics 
may force them to decide on a 
new system within, say, three or 
four years, ahead of the possible 
admission to the euro of some 
countries in 2006. 

The division of labour be- 
tween the ecg and the Ncgs, and 
the communication problem, 
are more pressing. Certainly, 
there is little virtue in waiting for 
the euro area’s first financial cri- 
sis to prompt action. And mar- 
kets will have to have aclearer 

understanding of ece poli- 
cies before eastward expan- 
sion forces institutional re- 
form. As for the presidency 
of the ecs, this too will also 
need to be sorted out quite 
soon. One way and another, 
this year and next look likely to 
be every bit as controversial 
and difficult as have the 
bank’s—and the euro’s—first 
two years. 
Si eels slag ih spelled ilps annotated ft 
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When America sneezes 


FINANCE AND ECONOMICS 


The Fed’s interest-rate cut suggests that it is worried about a possible 
American recession. But if it arrives, does the rest of the world have to catch 


cold too? 


OW fast the mood has changed. Only a 
J few months ago, many economists still 
thought America’s ten-year boom, driven in 
part by its “new economy”, could not end in 
a bust. Yet on January 3rd the Federal Re- 
serve dramatically cut the federal-funds rate 
by half-a-percentage point, to 6%. The Fed 
cited various indicators of economic slow- 
down and said the risks remained weighted 
towards “economic weakness in the foresee- 
able future”, The implication was clear: the 
Fed was trying to ward off an imminent re- 
cession. And the message was all the starker 
because it came between the normal Federal 
Open Market Committee (rome) meetings 
that set monetary policy. The last time the 
Fed did this was during the financial-market 
panic in the'autumn of 1998. 

Why the sudden shift in sentiment? 
What all those optimistic economists (and 
indeed the Fed) have belatedly woken up to 
is that, although America’s long expansion 
has been driven in part by faster productiv- 
ity growth, it has also created some huge im- 
balances. Heavy borrowing by households 
and companies, overvalued share prices, 
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and a large and growing current-account 
deficit: all these are potential problems. And 
all, whether singly or in combination, have 
preceded previous recessions. 

Each recent day has brought more signs 
of a slowdown in the American economy. 
The bubble in technology shares has de- 
flated. The Nasdaq stockmarket fell by an- 
other 7% on the first trading day of the new 
year—although, after the Fed’s cut, it shot 
back up by 14% (with the Dow following 
more sedately behind). Credit markets have 
continued to dry up. Spreads between cor- 
porate junk bonds and Treasury bonds have 
risen to their widest since the recession of 
1990-91. Corporate debt defaults are at their 
highest in a decade, says Moody’s Investors 
Service. Banks have become more cautious 
about lending. 

Before the Fed’s move, weak financial 
markets were giving investors and firms the 
impression of sudden impoverishment, and 
that was starting to affect the economy. The 
National Association of Purchasing Manage- 
ment’s index of manufacturing fell in De- 
cember to its lowest level in ten years. Rising 


inventories suggest that production will 
soon have to be cut back further, if compa- 


nies are not to have warehouses full of un- =- 


sold goods. Consumer confidence fell in De- 
cember to its lowest for two years. 

Economists atGoldman Sachs have con- 
structed a model of the probability of reces- 
sion. It is based on the behaviour of several 
indicators, including inventories and con- 
sumer confidence, ahead of previous reces- 
sions. In December the model signalled a 
probability of recession of more than half, 
up from 35% in November. But the index rose 
to over 90% before each of the previous four 
recessions, so the bank has continued to 
predict a soft landing. 

This week’s interest-rate cut suggests 
that the Fed may be gloomier than this. Ad- 
mittedly, the fall in oil prices, from $34 a bar- 
rél last October to around $25 now, has given 
it more scope to cut rates without risking an 
inflationary upsurge. But the risk the Fed is 
taking remains similar to the one it took in 
the autumn of 1998: that by seeming to act in 
response to the pressure of market sell-offs, 
it is reinforcing the notion that it is putting a 
floor under share prices. That might conceiv~ 
ably reignite not just the stockmarkets but 
also consumer spending, and with it the 
economy—as happened in 1998. 

Ironically, there is also an opposite risk: © 
that this week’s cut in rates, even if it is fol- 
lowed by a further cut at the end of January, 
might not be enough to ward off recession. 
Monetary policy usually takes at least a year 
to have its main impact on demand. Previ- 
ous recessions have not been stopped by 
rate cuts. Fiscal policy takes even longer to 
work. Yet this week President-elect George 
Bush once again renewed his calls for imme- 
diate tax cuts, arguing even that the Fed’s 
move was a show of support for them. 


And we all fali down? 

Last year, the world’s total output grew by al- 
most 5%, its fastest rate for 16 years. Over one- 
third of that growth came from America, ei- 
ther directly or indirectly through its imports 
from the rest of the world. So the fear of re- 
cession in the world’s largest economy is 
sending jitters around the globe. 

Yet an American recession need not 
guarantee a worldwide slump. Indeed, by 
the standard definition of recession-—two 
consecutive quarters of declining cor— 
there has not been a world recession for 
half-a-century. A downturn in one part of 


-the world has always been partly offset by 


growth elsewhere. Even during the oil shock 
of the mid-1970s, world output continued to 
expand by almost 2% a year. 

Today, despite all the talk of “globalisa~ 
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FINANCE AND ECONOMICS 
tion”, most economies are not notably de- 
pendent upon America, whose total imports 
account for a mere 13% of Gpp. An American 
recession would reduce growth elsewhere, 
but not by enough to trigger a full-blown 
global recession on its own. Although econo- 
mists at HSBC, a bank, expect a recession in 
America, they still predict world growth of 
3.2% and 2.7% in 2001 and 2002, respectively. 

A recent study by usc explores in more 
detail the various channels through which 
recession in America might export trouble to 
other economies: notably through trade, 
commodity prices, foreign investment, ex- 
change rates and share prices. Some coun- 
tries would be more vulnerable than others. 
e A recession in America would reduce 
other countries’ exports. Canada, Malaysia 
and Mexico are vulnerable, with exports to 
America accounting for between one-quar- 
ter and one-third of Gop. A fall in American 
spending on information technology would 
also hit South Korea and Taiwan, as they are 
big exporters of electronic goods. At the other 
extreme, exports to America from the euro 
area and from Japan account for only 2-3% 
of those regions’ GDP. 

e An American recession would mean a 
slump in demand for oil and other raw ma- 
terials, Their prices might fall, hurting com- 
modity producers. Again, Canada, Malaysia 
and Mexico, all big commodity producers, 
would be among the hardest-hit, but the 
euroarea and Japan, big commodity import- 
ers, would gain. 
+ A third channel is foreign investment. Eu- 
rope and Japan are more exposed to Amer- 
ica through foreign direct investment than 
through trade. The sales of American-based 
affiliates of German companies are five 
times bigger than Germany’s exports to 
America. Their sales and profits would be 
squeezed by an American recession. 
e For developing countries, the threat from 
foreign investment is different. If an Ameri- 
can recession caused a flight of capital to 
safety, these countries would see a sharp 
outflow of money. Countries that need to fi- 
nance large current-account deficits, nota- 
bly Brazil and other Latin American econo- 
mies, would suffer most. By contrast, Asian 
emerging economies are running current- 
account surpluses—thanks partly to bu- 
oyant exports to America. 
© A weaker American economy could mean 
a weaker dollar. The greenback has already 
lost 12% against the euro over the past two 
months. If this trend continues, it will 
squeeze European manufacturers. Coun- 
tries that tie their currencies closely to the 
dollar, such as Argentina and China, stand 
to gain in competitiveness. But what hap- 
> pens if foreign investors in America sud- 
denly pull their money out? A sharp fall in 
the dollar might make it harder for the Fed to 
cut interest rates further. 

e The final link is through stockmarkets, as 

share prices around the globe follow those 
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on Wall Street. Luckily, in most other coun- 
tries, technology shares are less important 
than in America. The market capitalisation 
of iT firms is equivalent to 25% of America’s 
Gpp (down from a half last March). That 
compares with only 2% in Germany, 7% in 
Japan and 5% in the rest of Asia. Any collapse 
in the price of technology shares in these 
places will make a much smaller dent in do- 
mestic spending than in America. 

Putting all these factors together, HsBc 
ranks countries according to their overall ex- 
posure to an American recession. Mexico 
and Canada are by far the most vulnerable; 
Japan and the euro area, the least. 

But Japan has its own problems, largely 
home-grown. Initial figures suggested that 
GDP grew by an annual rate of 1% in the third 
quarter of last year, but this is expected to be 
revised to show a decline. Recent data sug- 
gests that fourth-quarter cpr could be flat. A 
sharp slowdown in America could conceiv- 






ably tip Japan back into recession. In De- 
cember Masaru Hayami, governor of the 
Bank of Japan, gave warning of the risk that 
deflation could re-emerge. But it has never 
gone away. Consumer prices have been fall- 
ing since 1998. The bank’s decision to raise in- 
terest rates in August has turned out tobe the 
madness most observers then thought it 
was. Deflation increases the real burden of 
Japan’s massive public-sector debt (120% of 
Gppand rising); it also discourages consumer 
spending. Japanese retail sales have been 
falling for almost four years. 

Europe, in contrast, is in the unusual po- 
sition of being a place of relative stability ina 
wobbly world. With much lower household 
or corporate debt than America, and less 
household wealth tied up in shares, it is less 
vulnerable to a stockmarket crash. Previ- 
ously planned tax cuts, being implemented 
this year, could turn out to be well-timed if 
America dives into recession. They are likely 





Rrrrrrrrecession? 


DECADE ago The Economist pro- 

posed the r-word index: an alterna- 
tive indicator of economic activity at a 
time of widespread distrust of official Brit- 
ish statistics. Using a computer database, 
we counted for each quarter how many 
stories in British newspapers had the 
word “recession”. The index closely mir- 
rored the economic cycle. 

The number of articles using the 
dreaded r-word rose sharply as the Brit- 
ish economy entered recession in 1990. 
The index then rose steadily during the re- 
cession itself, but fell as soon as the recov- 
| ery got under way. When the index again 
surged in late 1998, Gop merely stagnated, 
but industrial production fell. The r-word 
appears to be a coincident indicator, turn- 
ing at roughly the same time as output. Yet 
it is instantly available, unlike official sta- 
tistics that are always out of date. The lat- 
est GDP figures for most economies relate 
only to the third quarter of 2000. 


So how does the index perform in 
America? Our r-count (from the New 
York Times and the Washington Post) 
again seems to be pretty good at spotting 
turning-points. It accurately pinpointed 
the start of recession in 1981 and 1990. It 
also predicted the end of recession in 1982, 
but it proved misleading in the early 1990s, 
when newspapers continued to rant 
about recession for a year after it officially 
ended in March 1991—and may thus have 
cost George Bush senior the 1992 election. 

What does the r-count tell us now? It 
had been fairly flat,atjustover2ooarticles | 
a quarter from spring 1999 until the au- 
tumn of last year. But in the fourth quarter 
the number of recession stories jumped to 
370. In December, the index started to 
flash red, rising to 670 at a quarterly rate. 
Over the past 20 years an increase on this 
scale (if maintained for a full quarter) has 
always signalled the start of recession. 

George Bush junior and his team have 


























recently been accused of un- 
dermining confidence by using 
the R-word too often. Mr Bush 
might take a tip from Alfred 
Kahn, one of President Carter’s 
economic advisers in the 19708. 
He, too, was told off for scaring | 
the public by warning that the | 
American economy was en the 
verge of a deep recession. Soin 
his next speech he substituted 
the word “banana” for reces- 
sion. He then discussed the risk 
of America going into a banana, 
recalling the Great Banana of 
the 1930s. Yes, we have no ba- 
nanas today? 
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to sustain the euro area’s Gpp growth. 

Recent economic figures suggest that 
growth is slowing in the euro area, but more 
gently than in America. Growth in the euro 
area is expected to fall to just below 3% this 
year, down from an estimated 3.4% in 2000. 
If so, Europe will probably enjoy faster 
growth than America for the first time in ten 
years. Such hopes have underpinned the 
euro’s recovery against the dollar over the 
past month or so. 

Europe also has its own troubles, though, 
notably at the European Central Bank (EcB). 
The bank has a communications problem, in 
that markets do not yet know how to read its 
actions (see pages 55-58). Itis also keen to bur- 
nish its anti-inflation credentials. All this 
points to a risk that the Ece, unlike the Fed, 
may not ease monetary policy as fast as it 
should over the coming year. 

On balance, though, Europe should 
show that where America leads, other coun- 
tries do not have to follow. Any countries 
that stumble this year will undoubtedly 
blame America. Yet economic mismanage- 
ment at home will often be the guiltier party. 
= 





India’s banks 
Living dead 


MUMBAI 


NDIA’S banking industry is a land of state- 

owned zombies, shared by a handful of 
little private banks that attempt to dodge 
their footfalls. There was a brief stir in this 
land last month, when one of India’s most 
go-ahead private banks announced that it 
would swap shares with one of the country’s 
oldest. ıcıcı Bank and Bank of Madura plan 
to create India’s largest private bank, with 
hopes of taking on the zombies. 

The planned merger, which awaits the 
regulator's nod, will create a bank of about 
the size of a typical Indian state bank. It will 
have 160 billion rupees ($3.4 billion) in assets 
and 2.7m customers. 1c1c1 Bank, which is 
listed on the New York Stock Exchange, is 
one of nine private banks that were set up in 
the mid-1990s to showcase India’s financial 
reforms. Urban sophisticates are eager users 
of these banks’ services, which are often 
streets ahead of those of their state counter- 
parts. As a result, private-bank assets grew 
by 52% in the latest fiscal year. Rajiv Gupta of 
psp Merrill Lynch, which helped to clinch 
the merger of ıcıcı Bank and Bank of Ma- 
dura, argues that mergers are the surest and 
quickest way for India’s private banks togain 
size and reach. For instance, 1c1c1 Bank, 
which wears the trousers in this deal, will get 
1.2m customers from Bank of Madura, and 
263 branches: a feat of growth that would 
otherwise have taken five years. These 
branches give access to cheap deposits. 1c1c1 
Bank, like other private banks, gets about 15 
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licences for new branches each year: many 
fewer than it requires. 

ICICI Bank’s challenge, however, will be 
to marry the culture of a young, tech-savvy 
metropolitan bank with that of a 57-year- 
old matron set in her ways. Bank of Madura’s 
employees are poorly skilled and averse to 
change. Meanwhile, the bank’s ratio of non- 
performing assets, at 4.6% of its total assets, is 
three times the level at ıcıcı Bank. 

Yet the merger makes sense, in an indus- 
try dominated by the 27 big state banks, 
which together own four-fifths of bank as- 
sets and pocket 70% of the profits. The private 
banks are as numerous as the state ones, but 
most are small community banks with little 
access to technology or capital. Their shares 
trade at a fraction of their book value. They 
must merge soon, or perish. Worries about 
the future of these banks, says Satyapal Tal- 
war, deputy governor of the Reserve Bank of 
India, explain why the central bank is reluc- 
tant to hand out new banking licences. 

Hoshang Sinor, the chief executive of 1c- 
ici Bank, insists that his bank’s planned 
merger later this year with its parent, 1cict,a 
former state development bank, will put the 
group in the league of State Bank of India, the 
country’s biggest bank. But given the poor 
quality of most small banks’ assets and man- 
agement, who will be interested in them? 

Foreign banks, such as Citigroup, HSBC 
or ABN Amro, which are looking at India’s re- 
tail-banking market, might conceivably 
consider both private and state-owned 
banks. Yet current rules allow foreigners to 
own no more than 20% of an Indian bank. 
Chase Manhattan has an alliance with HDFC 
Bank. 1NG Barings has a stake in Vysya, and 
Singapore’s Keppel Bank owns one-fifth of 
Centurion. On a visit to India in early No- 
vember, Robert Rubin, chairman of Citi- 





We won’t take reforms sitting down 
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group’s executive committee and a former 
American treasury secretary, said that Citi 
might consider buying a local bank, if regu- 
lations allowed it to. 

Last month the government tried to re- 
write the rules. It introduced a bill intended 
to cut the government's stake in public-sec- 
tor banks from 51% to 33%. The bill sought to 
allow the free transfer of shares held by the 
government, so as to encourage acquisitions, 
mergers and financial restructurings. And 
once the bill was passed, the government 
planned to set up a financial restructuring 
authority to take over the management of 
weak banks. 

These are strong reform measures by In- 
dian standards. The opposition Congress 
party vowed to oppose the bill “tooth and 
nail”, forgetting that when it was in power in 
1994, it was Congress that first cut the gov- 
ernment’s stake in the banks. There is plenty 
of popular hostility to privatisation. On De- 
cember 2ist the bank unions went on strike, 
causing chaos; even the staff at private banks 
joined in. The bill has now been kicked intoa 
standing committee, parliament’s closest 
thing to oblivion. 
= 





Financial regulation in Japan 


In with the 
old: 


TOKYO 


APAN’S new financial regulator faces 

some stiff tasks when it opens for business 

on January 6th. For one thing, it will havea 
bigger mandate. After swallowing up the Fi- 
nancial Reconstruction Commission (FRC), 
the new Financial Services Agency (rsa, for- 
merly known as the Financial Supervisory 
Agency) will add the job of cleaning up the 
country’s woebegone banking sector to its 
current duties as regulator and inspector. 

It was supposed to be a fresh start. But in 
many ways the financial authorities have 
come full circle since the reconstruction 
commission and supervisory agency were 
created in late 1998 to tackle Japan’s financial 
crisis. Two years, five chiefs and two names 
later, Hakuo Yanagisawa, the rsa’s first and 
most respected leader, returned to the helm 
last month. Mr Yanagisawa was quick to 
stress his reformist credentials, by ruling out 
the possibility that the government might 
extend, by an extra year, its emergency mea- 
sures to insure all bank deposits. Few doubt 
Mr Yanagisawa’s experience. During his pre- 
vious tenure he had the job of overseeing the 
nationalisation of two failed city banks, as 
well as their subsequent sale. He was 
responsible for the injection of public funds 
into 15 other big banks. 

His job will be that much tougher this 
time around. Although the point of the Frc’s 
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demise was to indicate that Ja- 
pan’s financial crisis was over, 
the banking environment is 
beginning to look eerily akin 
to those crisis days of early 
1999. Fresh bad loans are pop- 
ping up as fast as banks can 
write old ones off. And with 
Japan’s stockmarkets falling 
back to their lowest levels in a 
decade, unrealised gains on 
banks’ equity portfolios are 
once again starting to look like 
losses, which will hurt their 
capital bases. Banks’ collateral 
has also been dented by property prices, 
which have not stopped falling for ten years. 
Now a growing number of politicians think 
that a second round of public funds will 
have to be injected into the banks in 
March—at a time when over half of the gov- 
ernment’s ¥70 trillion ($614 billion) safety net 
for the banks was due to expire. 

What may really hamper Mr Yanagi- 
sawa’s attempts to sort these issues outis that 
the Fsa, even in its newly named incarna- 
tion, lacks credibility, having frittered much 
of it away during his 14-month absence. Mr 





Hello again 


Yanagisawa’s successors were 
chiefly to blame. One resigned 
after a bribery scandal. An- 
other quit after suggesting to 
an audience of bankers that 
they should come to him if 
they were faced with an un- 
duly harsh inspection. A 
third, oddly, faced no such 
punishment for formally pro- 
posing that smaller banks and 
credit unions, where much rot 
lies, be examined less rigor- 
ously than their bigger coun- 
terparts. 

Recent regulatory decisions have also 
suggested that the agency might be losing its 
appetite for reform. The rsa has dragged its 
feet on the entry of non-banks into the 
banking sector. It has prevented non-life 
insurers (not counting life-insurance subsid- 
iaries) from selling highly profitable cancer 
and nursing-care policies until July, even 
though this industry was supposed to be de- 
regulated this month. It has blocked reforms 
allowing banks to sell life-insurance pro- 
ducts. Most disturbing, the rsa has on occa- 
sion reverted to an old habit, picked up 


when it formed part of the finance ministry, 
of making ad hoc regulatory changes—re- 
interpreting the law without formally re- 
cording its revision. 

All this would not matter so much had 
Mr Yanagisawa the political clout to push 
through reforms and to rebuild the Fsa’s 
credibility. But he is now politically weak. 
His appointment is seen by some as a stunt 
orchestrated by the Liberal Democratic 
Party (LDP) to hide its growing anti-reformist 
stand. Others think it a reward for Mr Yana- 
gisawa’s betrayal of his faction chief, Koichi 
Kato, who failed to bring down the prime 
minister late last year. 

Whatever the reason, Mr Yanagisawa is 
ill-equipped to grapple with hardline inter- 
ventionists, such as Shizuka Kamei, the LDP’s 
powerful policy council chairman, who ap- 
pears intent on propping up the stockmarket 
at all costs. Mr Kamei has already asked 
banks to refrain from unwinding the cross- 
shareholdings. He has also suggested that 
public pension-fund money be used to sup- 
port share prices. With all this to contend 
with, Mr Yanagisawa and the agency he 
leads are assured of a bloody year ahead. 

a 








HE market that is devoted to financing 

international trade is huge, at about 
$700 billion a year. It is also opaque, highly 
fragmented and illiquid—reasons enough, 
perhaps, why even in the financial world 
few people pay much attention to it. Yet the 
founders of the Internet Trade Finance Ex- 
change (TF), a group of rather intense New 
Yorkers, have been thinking quite a lot 
about trade finance. In this age of Internet 
dreams that get dashed, they plan to hit the 
jackpot through the transparency and effi- 
ciency of a web-based exchange. 

Almost half of world trade is “fi- 
nanced”, or transacted with borrowed 
money. That happens because exporters 
usually like the certainty that 
they will be paid for the eventual 
delivery of their goods, and are 
willing to accept less than the 
full value of those goods in re- 
turn for the reassurance of 
money in hand. The “forfai- 
ter”—typically a bank or a spe- 
cialised forfaiting house—then 
buys the bill of exchange or 
promissory note written out by 
the exporter’s customer, but at a 
discount to its full value. After a 
predetermined period the for- 
faiter collects payment (or some- 
times not) from the customer; 
his profit is the discount he got 
from the exporter. Or the forfai- 





A new game of forfaits 


ter may sell the paper on, to another bank, 
insurance company or hedge fund. 

This is the market in trade finance. But 
most trade-finance assets do not change 
hands before they mature. Rather, they sit 
on the balance sheets of the buyers, to the 
tune of several trillion dollars a year. Web- 
based exchanges want to bring parts of the 
active market online. But they also think 
they can wake this inactive (and poten- 
tially lucrative) giant, as exporters market 
and list their paper for the first time. 

The trouble is that trade finance, unlike 
markets for bonds and equities, lacks com- 
mon standards.There is no code of market 
practice, so a great source of inefficiency in 





You should put those receivables on the Internet 


the trade-finance market lies with docu- 
ments: such things as insurance certifi- 
cates, letters of credit, invoices and bills of 
exchange. No deal is ever the same, and 
counterparties differ about what consti- 
tutes adequate documentation. That helps 
explain a relative lack of marketable assets. 
There is also very little financial research 
on trade finance. Information on historical 
prices is scarce, so it is difficult to value as- 
sets. Communication between forfaiters 
and sellers of trade-finance paper tends to 
be by good old fax and phone. 

Hernando Perez, the president of ITF, 
whose itfexcom exchange started this 
week, argues that the Internet will domuch 
to exploit the market's full potential. For an 
annual membership fee of $5,000, ITF 
members will be able to bid for assets by 
online auction. They will be of- 
fered a variety of tools to analyse 
the trade-finance assets on offer, 
including digital images of the 
documentation. 

Mr Perez is not the first opti- 
mist. Three financiers formerly 
at Deutsche Bank launched the 
website of trp, a London-based 
consultancy, last year. Their first 
online auction involved the sale 
of promissory notes issued by a 
Korean bank, but sold out of the 
trading portfolio of Bank Austria 
Creditanstalt International. trp 
now facilitates, on average, only 
a deal a week: not enough, pre- 
sumably, to please dreamers. 
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Don't say “new economy” 


Wall Street fears that America’s economic slowdown may turn vicious. So, 
apparently, does Alan Greenspan, who cut interest rates unexpectedly this 
week. Is it all over for the new economy? 


SREVERSALS in market psychology go, 
A this ranks among the most spectacu- 
lar in decades: Only yesterday, or so it 
seems, Wall Street equity analysts almost 
unanimously acclaimed a new economic 
paradigm. Out with those old equity-valu- 
ation models, out with fusty concerns 
about earnings (actual or predicted), out 
with the business cycle; in with network 
effects, burn rates and global scale. Forget, 
ugh, prudence: caution is the new reckless- 
ness. Nowadays, as one representative 
member of the breed then put it, the only 
danger is to be out of the market. 

Well, for that shrewd advice (as Nas- 
daq tottered at around 5,000), many 
thanks. For all those “buy”, “hold” and “ac- 
cumulate” recommendations on 
stocks that cost $100 last year, and 
now cost $1.50, thanks a lot. 

Demonstrating an agility as im- 
pressive as these powers of foresight, 
analysts are now explaining why a 
tech-stock “adjustment” had been 
overdue. Apparently the problem is 
that many of these high-tech com- 
panies have no earnings. Why didn’t 
we think of that? Also, some careless 
investors—if you can believe this— i 
had supposed that the business cy- 
cle was a thing of the past. No won- 
der the market is volatile, with so 
much ignorant money around! Still, 
itisodd how many of thosecarefully 
researched “buy” and “hold” rec- 
ommendations turned to “sell” once 
prices collapsed--whereas, if the 
scoundrels who produced them en- 
tertained the smallest conviction 
that their analysis of underlying determi- 
nants had ever been correct, recent price 
falls would have bumped everything from 
“hold” and above to “insane bargain of a 
lifetime”. 

The surge of pessimism about the 
American economy in general, and the 
prospects for high-tech companies in par- 
ticular, is bad news not just for the gam- 
blers who got burned on Nasdaq—they de- 
serve no sympathy—but for many 
innocents as well. Recurring spasms of 
gloom and euphoria tend to be self-fulfill- 
ing. America’s record-breaking economic 
expansion has been fuelled partly by the 
effect of soaring equity prices on wealth: 
people have felt richer, and have spent fu- 
riously. Falling equity prices will work the 
same way, except in reverse. If Wall Street, 






moving abruptly from joy to remorse, con- 
vinces itself over the next few months that 
a hard landing is coming, it stands a fair 
chance of getting its way. 

Alan Greenspan appears to agree, and 
took preventive measures on January 3rd. 
So far, notwithstanding weaker manufac- 
turing, as reported the day before, there has 
been no clear sign from the real economy 
that the slowdown will in fact become a re- 
cession. But suppose it did. Would that 
bury the new economic paradigm? 

The new-economy: claim, sensibly 
stated, is a theory about the medium and 


longer term, not about fluctuations in the 
business cycle. Long-term prospects in 
America and the rest of the world are dri- 
ven by productivity. As Nasdaq soared, so 
did the belief that the trend of productivity 
growth has shifted permanently higher: 
over the next decade or two, many be- 
lieved, productivity might grow more than 
twice as fast as it did in the 25 years to the 
mid-1990s. If new technologies really 
could boost growth in productivity so 
much, they would go far to justify the ear- 
lier strength of Wall Street as a whole— 
though most tech-stock valuations were 
beyond the pale even on this bold assump- 
tion. Then along came the tech-stock 
crunch. Somehow, this shifted thinking on 
the long-term question. Many now appear 
to believe that the “new economy” was a 





myth all along. 

This pessimistic extreme is as foolish as 
its optimistic predecessor. A recession, if it 
happens, will not expose the new econ- 
omy as a myth. It will show only what 
should have been obvious anyway—that 
the cycle has not been abolished. Similarly, 
slowing investment in high-tech capital 
will not show that the new economy is 
pure hype. Such a decline is again likely for 
purely cyclical reasons. The idea of a new 
era does not depend on adding to the stock 
of high-tech capital at the recent phenom- 
enal rate. It depends on continuing growth 
in the output produced from any given 
amount of labour and capital. This kind of 
productivity—with capital and labour, in 
effect, held constant—is called total factor 
productivity or multi-factor productivity. 
It is the true key to a long-term quickening 
of economic growth. 

The new technologies of the past 
five years may well have boosted 
growth in multi-factor productivity. 
Computers, the Internet and mod- 
ern telecommunications taken to- 
gether change working methods 
dramatically, and in ways that gen- 
erate continuing opportunities for 
growth. If the new economy proves 
real, it will be because of this qualita- 
tive shift in the potency of capital. 

What then does the tech-stock 
collapse reveal about the long-term 
quality of recent American invest- 
ment? Nothing. On the other hand, 
slowing growth—or a recession, if it 
happens—will indeed shed light on 
the issue, albeit in a rather subtle 
way. Recessions, as noted, happen in 
any era. But a slowdown will be re- 
vealing nonetheless, by making it 
easier to subtract the cyclical part of 
productivity growth from the underlying 
part. This has been difficult so far, bedevil- 
ling attempts to measure the all-important 
trend in multi-factor productivity. 

It is certainly conceivable, and not all 
that unlikely, that slower growth this year, 
combined with lower high-tech invest- 
ment and lower earnings for producers of 
high-tech capital, will coincide with fur- 
ther improvements in multi-factor pro- 
ductivity. Those improvements, if they 
materialise and can be measured, will al- 
most certainly be too small to impress 
new-economy zealots who foresaw a dou- 
bling or more of long-term growth. But in 
the real world, a much smaller improve- 
ment than that would still deserve to be re- 
cognised, regardless of the slowdown, re- 
cession or no recession, as a breakthrough. 
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SCIENCE AND TECHNOLOGY 


Extra sensory perception 


Vibrations in the ground are a poorly understood but probably widespread 
means of communication between animals 


N 1975, tens of thousands of people were 

evacuated from Haicheng, in China, a few 
hours before a large earthquake struck the 
city. Western scientists regard earthquakes 
as unpredictable, and pre-emptive evacua- 
tions such as this as therefore impossible. 
What gave the game away, according to the 
Chinese authorities, was the strange behav- 
iour of animals such as rats, snakes, birds, 
cows and horses. 

Itcould have been a lucky coincidence. It 
seems unlikely that these animals could 
have detected seismic “pre-shocks” that 
were missed by the sensitive vibration-de- 
tecting equipment that clutters the world’s 
earthquake laboratories. But it is possible. 
And the fact that many animal species be- 


looked. These researchers believe that such 
signals are far more common than biologists 
had realised—and that they could explain a 
lot of otherwise inexplicable features of ani- 
mal behaviour. 

Until recently, the only large mammal 
known to produce seismic signals was the 
elephant seal, a species whose notoriously 
aggressive bulls slug it out on beaches 
around the world for possession of harems 
of females. But Caitlin O’Connell-Rodwell 
of Stanford University, who is one of the 
speakers at the symposium, suspects that a 
number of large terrestrial mammals, in- 
cluding rhinos, lions and elephants, also use 
vibration as a means of communication. At 
any rate they produce loud noises that are 


transmitted through both the ground and 
the air—and thatcan travel farther in the first 
than in the second. Elephants, according to 
Dr O’Connell-Rodwell, can transmit signals 
through the ground this way for distances of 
as much as 50km when they trumpet, make 
mock charges or stomp their feet. 

Seismic vibrations do not qualify as sig- 
nals unless they are being received and un- 
derstood. But it has already been shown that 
some smaller animals, such as frogs and 
crickets, pick up information from the seis- 
mic part of what everybody had assumed to 
be simple acoustic (ie, airborne) signals. One 
way this was found out was by vibrating 
whole frogs while recording the electrical 
impulses from particular cells in their inner 
ears that were suspected of responding to 
seismic stimulation. Frogs, of course, are eas- 
ily manipulated. Doing something similar to 
an elephant requires a higher degree of co- 
operation from the subject. Dr O’Connell- 
Rodwell is, however, trying. She is attempt- 
ing to train several tame elephants to re- 
spond to such signals by shutting them in- 
side a gently vibrating truck. 

Even without this evidence, it seems 
likely that elephants do make use of seismic 
communication. They have spe- 





have strangely before other natural 
events, such as storms, and that 
they have the ability to detect oth- 
ers of their species at distances 
which the familiar human senses 
could not manage, is well estab- 
lished. Such observations have led 
some to suggest that these animals 
have a kind of extra-sensory per- 
ception. What is more likely, 
though, is that they have an extra 
sense—a form of perception that 
people lack. The best guess is that 
they can feel and understand vi- 
brations that are transmitted 
through the ground. 





Good vibrations 


Almost all the research done into 
animal signalling has been on 
sight, hearing and smell, because 
these are senses that people pos- 
sess. Humans have nosense organs 
designed specifically to detect ter- 
restrial vibrations. But, according 
to researchers who have been 
meeting in Chicago at a sympo- 
sium of the Society for Integrative 
and Comparative Biology, this an- 
thropocentric approach has meant 
that interactions via vibrations of 
the ground (a means of communi- 
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cation known as seismic signalling) 
have been almost entirely over- 
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They’re coming this way, chaps 





cialised cells that are vibrationally 
sensitive in their trunks. And vi- 
brations transmitted through their 
skeletons may also be picked up by 
their exceptionally large middle- 
ear bones. 

A seismic sense could help to 
explain certain types of elephant 
behaviour. One is an apparent 
ability to detect thunderstorms 
well beyond the range that the 
sound of a storm can carry. An- 
other is the foot-lifting that many 
elephants display prior to the ar- 
rival of another herd. Rather than 
scanning the horizon with their 
ears, elephants tend to freeze their 
posture and raise and lower a sin- 
gle foot. This probably helps them 
to work out from which direction 
the vibrations are travelling— 
rather as a person might stick a fin- 
ger first in one ear and then in the 
other to work out the direction that 
asound is coming from. 

According to Peggy Hill, a bi- 
ologist from the University of Tulsa 
who organised the symposium, 
work on seismic signalling is blos- 
soming. Part of the reason is that 
the equipment needed to detect 
seismic vibrations (and thus short- 
circuit human sensory inadequa- 
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cies) has become cheap. Geophones—which 
transform vibrations into electrical signals— 
were once military technology. They were 
developed by the American army to detect 
footsteps during the Vietnam war. Now, 
they can be picked up for as little as $40. 

In the past decade many insects, spiders, 
scorpions, amphibians, reptiles and rodents, 
as well as large mammals, have been shown 
to use vibrations for purposes as diverse as 
territorial defence, mate location and prey 
detection. Lions, for example, have vibration 
detectors in their paws and probably use 
them in the same way as scorpions use their 
vibration detectors—to locate meals. 

Dr Hill herself spent years trying to work 
out how prairie mole crickets, a highly terri- 
torial species of burrowing insect, manage to 
space themselves out underground. After 
many failed attempts to provoke a reaction 
by playing recordings of cricket song to 
them, she realised that they were actually 
more interested in her own footfalls than in 
the airborne music of their fellow crickets. 
This suggests that it is the seismic compo- 
nent of the song that the insects are picking 
up and using to distribute themselves. 

Whether any of this really has implica- 
tions for such things as earthquake predic- 
tion is, of course, highly speculative. Butitis a 
salutary reminder that the limitations of hu- 
man senses can cause even competent scien- 
tists to overlook obvious lines of enquiry. 
Absence of evidence, it should always be re- 
membered, is not evidence of absence. 

a 





Network collaborations 


The big picture 


GENEVA 


HE rivers of electronic information 

gushing around the world’s companies 
ought to reveal a lot about how people com- 
municate within these organisations. But 
until now the very volume of data involved 
has defeated attempts to analyse it. A group 
of Finnish academic physicists has, how- 
ever, developed some nifty software to help 
with the task. And, judging by the startled re- 
actions of some of the managers who have 
seen the results, it could be of much more 
than purely academic interest. 

The software has been created by Ari- 
Pekka Hameri of the Helsinki Institute of 
Physics and his colleagues, and will be mar- 
keted by a newly formed company called 
Single Source. It was originally devised as 
part of a project-management tool for CERN, 
a particle-physics laboratory near Geneva, 
where Dr Hameri has been stationed for the 
past few years. Single Source’s software logs 
all the information that is exchanged by en- 
gineers and managers in some of the big en- 
gineering projects that CERN runs, analyses it 
both by type of information involved and 
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by the identities of sender and receiver, and 
then sifts key features out of the result. 

The main sifting technique employed is 
called a self-organising map. This projects 
the convoluted network of different types of 
communication between individuals on toa 
plane (see diagram). It does so by repeatedly 
adjusting the position of the individuals in 
the map, in order to minimise the distance 
between those whose communications 
have most in common. The trick behind this 
process is to find a mathematical formula 
that measures these distances efficiently, 
since the types of communication can be 
very different in nature. Dark islands on the 
map show clusters of individuals who are 
working strongly together. Weak bridges of 
communication link some of the islands. 
And deep channels of silence isolate certain 
islands entirely. 

In some projects, this may be the in- 
tended structure, but often the map reveals 
unexpected features. One of these, which 
challenges an assumption widely held by 
experts in the field, is the discovery that in 
most cases the pattern of interaction does 
not change significantly during a project’s 
life-cycle, even though the different stages of 
the project—conceptualisation, design, con- 
struction and soon—would seem todemand 
such change. Once particular lines of com- 
munication have been established, people 
seem loth to abandon them. 

On a finer scale, self-organising maps 
can show how particular individuals use a 
given file of data, such as an engineering 
drawing, during the course of a project. 
Sometimes the results are predictable. It is, 
for example, easy to distinguish between a 
project engineer, who downloads drawings 
to build the required parts, and a project ad- 
ministrator, who views those drawings more 
sporadically in order to chart progress, but 
does not actually download them on to his 
own computer. But significant differences 
turn up between people with much the 
same sort of responsibility, for example be- 
tween the creative types who burst with 
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ideas, and the disciplined ones 
who dot every “i” and cross 
every “t”. These revealing dif- 
ferences in working styles can 
allow managers to assemble 
more effective teams by play- 
ing on people’s strengths and 
trying to ameliorate their 
weaknesses. 

The ability to extract an ac- 
curate picture of the way that 
teams and individuals behave 
in an organisation from their 
electronic communications 
works not only for CERN. 
Commercial organisations 
suchas Wartsila, a leading pro- 
ducer of diesel power plants, 
have already begun using the 
software. And Dr Hameri is 
optimistic that the information that Single 
Source provides could prove useful for plan- 
ning and tracking even more complex phe- 
nomena, such as major organisational 
changes. That could help managers to sub- 
stitute the gut feelings that they often have to 
rely on when making such changes with 
something a bit more objective. 

Not all reactions have been positive, of 
course. Some people have chafed at the idea 
that they are constantly being monitored by 
an electronic Big Brother. That is a sensitive 
ethical issue, but Dr Hameri’s view, perhaps 
a typically egalitarian Nordic one, is that it 
does not matter as long as the results are 
openly available within the whole organisa- 
tion. After all, it could be healthy for manag- 
ers to be confronted with a map of their own 
communication islands—and the embar- 
rassingly large oceans of silence that some- 
times separate them from their underlings. 
=k a 





Machine vision 
Seeing Is 
believing 


S ANY parent will tell you, teaching a 
child how to tell the difference between 
types of object of the same class—animals, 
say, or letters of the alphabet—is a long job. A 
good way to speed it up is to point out spe- 
cific, unique features. Squirrels have bushy 
tails. Zebra have stripes. Dogs have barks. 
And so on. Use the right feature and identifi- 
cation is straightforward. But how do you 
choose that feature in the first place? And 
what if you want to distinguish between 
things that are more abstract than animals? 
These are questions that neural-network 
researchers have been grappling with for 
years. Neural networks are computer pro- 
grams that are based loosely on animals’ 
nervous systems. As such, they are able to 
learn from experience. But at the moment, 
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the only way to teach them about the world 
is by what is known as supervised learning, 
in which the computer is shown both a “pic- 
ture”—ie, a set of data—and a label telling it 
what the picture represents. This is the com- 
puter equivalent of taking a child by the 
hand, pointing at objects, and saying their 
names. Eventually, the network (or the child) 
learns to distinguish one picture from an- 
other by inferring which features differen- 
tiate between them. But it is a slow process. 

It would be nice (and probably profit- 
able) to be able to do things the usual human 
way instead—doing the equivalent of telling 
the network to recognise squirrels from their 
bushy tails. Unfortunately, it is rarely obvi- 
ous to a human just what features a neural 
network will find useful when making such 
identifications. But Geoff Hinton, at Univer- 
sity College London, thinks he has come up 
with a solution. Instead of asking a person to 
choose the features, he is asking something 
that should know the answer—another neu- 
ral network. 

Neural networks consist, at least concep- 
tually, of three layers of “virtual” nerve cells, 
orneurons. There is an input layer, an output 
layer, and sandwiched between them a so- 
called hidden layer. Neurons in the hidden 
layer are linked to those in the input and out- 
put layers by connections of various 
strengths (known in the jargon as “weights”). 
These weights change every time the net- 
work tries to learn something; and the flow 
of data to the output layer in response to a 
particular input changes as well. After a suf- 
ficient number of attempts the pattern of 
weights stabilises and a particular sort of in- 
put (say an image of the digit 2, translated 
into electrons by a digital camera) reliably 
produces a particular sort of output. When 
that output is seen, the operator knows that 
the network has seen a 2. It has thus learnt to 
recognise that digit. 

In a traditional network, this process is 
“holistic”, with every part of the hidden 
layer responding to signals from every part 
of the image. One of the things that is differ- 
ent about Dr Hinton’s machine is that each 
neuron in the hidden layer becomes an “ex- 
pert”, responding only to the presence of a 
particular sort of feature. That is similar to 
the way the human visual system works, 
with particular clusters of nerve cells in the 
brain adapted to respond to, say, horizontal 
lines, or to lines that run on diagonals. 

The other difference is that his network is 
“generative”. Instead of producing a label as 
an answer (“this image is a two”), it gener- 
ates, ifit has learnt correctly, an image of the 
digit “2”. This is based on a quintessence of 
twoness that the machine has come to be- 
lieve in—and that, in turn, shows it has ex- 
tracted the features necessary to recognise a 
“2” in the same way that a child recognises a 
squirrel from its tail. 

Dr Hinton’s experiments have focused 
on hand-written letters and numbers (hand- 
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A tragic muse 


ILLIAM SHAKESPEARE described 

old age as “second childishness”— 
sans teeth, sans eyes, sans taste. In the case 
of taste he may, musically speaking, have 
been even more perceptive than he real- 
ised. A paper in Neurology by Giovanni 
Frisoni and his colleagues at the National 
Centre for Research and Care of Alz- 
heimer’s Disease in Brescia, Italy, shows 
that one form of senile dementia can af- 
fect musical desires in ways that suggest a 
regression, if not toinfancy, then atleast to 
a patient’s teens. 

Frontotemporal dementia is caused, 
as its name suggests, by damage to the 
front and sides of the brain. These regions 
are concerned with speech, and with such 
“higher” functions as abstract thinking 
and judgment. Frontotemporal damage 
therefore produces different symptoms 
from the loss of memory associated with 
Alzheimer’s disease, a more familiar de- 
mentia that affects the hippocampus and 
amygdala in the middle of the brain. Fron- 
totemporal dementia is also rarer than 
Alzheimer’s. In the past five years the cen- 
tre in Brescia has treated some 1,500 Alz- 
heimer’s patients; it has seen only 46 with 
frontotemporal dementia. 
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Rock on 








Two of those patients intrigued Dr Fri- 
soni. One was a 68-year-old lawyer, the 
other a 73-year-old housewife. Both had 
undamaged memories, but displayed the 
sorts of defect associated with frontotem- 
poral dementia—a diagnosis that was 
confirmed by brain scanning. 

About two years after he was first di- 
agnosed the lawyer, once a classical music 
lover who referred to pop music as “mere 
noise”, started listening to the Italian pop 
band “883”. As his command of language 
and his emotional attachments to friends 
and family deteriorated, he continued to 
listen to the band at full volume for many 
hours a day. The housewife had not even 
had the lawyer’s love of classical music, 
having never enjoyed music of any sort in 
the past. But abouta year after her diagno- 
sis she became very interested in the songs 
that her 11-year-old granddaughter was 
listening to. 

This kind of change in musical taste 
was notseen in any of the Alzheimer’s pa- 
tients, and thus appears to be specific to 
those with frontotemporal dementia. 
And other studies have remarked on how 
frontotemporal-dementia patients some- 
times gain new talents. Five sufferers who 
developed artistic abilities are known. 
And in another lapse of musical taste, one 
woman with the disease suddenly started 
composing and singing country and 
western songs. 

Dr Frisoni speculates that the illness is 
causing people to develop a new attitude 
towards novel experiences. Previous stud- 
ies of novelty-seeking behaviour suggest 
that it is managed by the brain’s right 
frontal lobe. A predominance of the right 
over the left frontal lobe, caused by dam- 
age to the latter, might thus lead to a quest 
for new experience. Alternatively, the 
damage may have affected some specific 
neural circuit that is needed to appreciate 
certain kinds of music. Whether that is a 
gain or a loss is a different matter. As Dr 
Frisoni puts it in his article, de gustibus 
non disputandum est. Or, in plainer 
words, there is no accounting for taste. 








writing recognition being a crucial, and so- 
far unsolved, problem in machine vision). As 
predicted, his machine can generate the 
number it has learnt to believe in—the digit 2 
for instance—very well. But when con- 
fronted with a different digit, such as 3, the 
collective wisdom of the experts produces a 
version of that 3 which looks very much like 
a2. The machine has learnt whatit expects to 
see; So it sees it, regardless of the truth. 

This replication of a human failing (see- 
ing what is expected is the basis of many 


conjuring tricks) is probably not an accident. 
Since Dr Hinton’s network shares features 
with the human visual system, it might be 
expected to share its failings, too. And that, 
in itself, might be valuable knowledge. It is a 
lot easier to experiment with computer pro- 
grams than with human brains. If Dr Hin- 
ton’s software can yield insights into what is 
going on in human “wetware”, experiments 
which are carried out on real brains are likely 
to bea lot more focused. 
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| do, | can, | will 


Serial monogamy may be replacing marriage-for-life. But divorce rarely 
makes everyone happy. Four new books look at an institution under fire 


OR most of the past two millennia, west- 
ern society has had at its core a contract 
binding together a man and a woman for 
life. Now the contract is falling apart. Men 
and women still want to enter it. But, in 
barely 50 years, cohabitation before mar- 
riage has become the norm in many coun- 
tries; 40% of American children are born out 
of wedlock; and the assumption that mar- 
riage is for life has vanished. Two-fifths of 
American first marriages (and an even 
higher proportion of second and subse- 
quent ones) are now likely to end in divorce. 
None of these authors focuses on why 
marriage, having endured so long, is now in 
such a mess. Marilyn Yalom, whose new 
book, “A History of the Wife”, appears in 
February, probably gets closest when she 
points out that the old “quid pro quo” ver- 
sion of marriage, where men supported their 
wives financially and women in exchange 
cared for them and their children, has bro- 
ken down. Meanwhile, the new marital 
model of equal sharing at home and at work 
has not yet “been fully realised”. 
Certainly there is a suspiciously close 
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correlation between the rise in women’s em- 
ployment and their earning power relative 
to that of men on the one hand, and the rise 
in marital breakdown on the other. Many 
women nolonger need men to support them 
and their children financially; in addition, 
once out in the workplace, women whose 
marriages are not happy may find new and 
preferable partners. Going out to work may 
not increase conjugal unhappiness, but it 
certainly gives wives an easier way out. 

As that escape route began to open up in 
the middle of the 2oth century, it seemed to 
promise bliss to those wives whose mar- 
riages were torture. Nancy Cott’s study of 
marriage as a public institution, “Public 
Vows: A History of Marriage and the Na- 
tion”, is full of reminders of how until very 
recently the law subjugated women to their 
husbands. After Princess Diana’s mother, 
the former Viscountess Althorp (pictured 
above on her wedding day in 1954), left her 
husband she promptly lost custody of her 
children. Ms Cott, a history professor at Yale, 
quotes an essayist of the 1850s observing ap- 
provingly that a husband “represents the 


wife in the political and civil order.” Less 
than a century ago, the Supreme Court could 
still define a husband’s right to exclusive sex- 
ual intercourse with his wife “a right of the 
highest kind, upon which the whole social 
order rests.” The exemption from the courts 
of marital rape began to disappear only in 
1984. 

Even now, argues Ms Yalom, a professor 
at the Institute for Women and Gender at 
Stanford University, men get a better deal 
from marriage. On a whole range of mea- 
sures of mental health—suicide, depression, 
nervous breakdowns—single men do worse 
than married men, but single women do bet- 
ter than their married sisters. Husbands, it is 
often reported, like being married more than 
their wives do. The burden of combining 
child care and family obligations with em- 
ployment falls mainly on women. 

It may be unsurprising that many 
women, given the financial and legal free- 
dom to escape from marriage, head for the 
divorce courts. But it is not clear that divorce 
makes people happier. Hence the tub- 
thumping “Case for Marriage” made by 
Linda Waite, a professor of sociology at the 
University of California, Davis, and Maggie 
Gallagher, director of the Marriage Project at 
the Institute of American Values. Together 
they sweep up a host of studies which sug- 
gest that marriage increases health and hap- 
piness for both sexes. Some of those gains 
seem to come from the sheer economic effi- 
ciency of marriage: two people can save 
money by living in one household and 
specialising in (or even sharing) the work of 
supporting it. “Just getting married”, say the 
authors enticingly, “can boost your standard 
of living by about a third.” If marriage brings 
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benefits to both men and women, it is even 
better for children. With the rise in the di- 
vorce rate has come a sobering realisation: 
the interests of individual family members 
may differ. What makes quarrelling mothers 
and fathers happier may not do quite the 
same for their children. 

Judith Wallerstein, a senior lecturer at 
the University of California, Berkeley, and 
author of “The Unexpected Legacy of Di- 
vorce: A 25-Year Landmark Study”, has 
probably done more than anyone to bring 
this uncomfortable truth to the attention of 
America’s separating spouses. Her some- 
what anecdotal research methods—a small 
longitudinal sample, coupled with many 
stories from her counselling work—make 
many other academics squirm. But a grow- 
ing body of evidence suggests that her basic 
points are right: children of divorce are more 
likely to have problems at school, to drop out 
of education and to have difficult relation- 
ships than those who lose a parent through 
death or whose parents’ marriage survives. 

If, as seems possible, children are the vic- 
tims of the liberation of women, how should 
governments respond? By returning to the 
tax regimes that favour married couples? By 
making divorce harder to obtain? Ms Cott 
points out that marriage is not merely a priv- 
ate arrangement between two people; it re- 
quires public affirmation, and carries dis- 
tinct public rights and benefits. Over the 
years, governments have whittled away 
these special rights, extending them to other 
relationships. Some campaigners, such as Ms 
Waite and Ms Gallagher, would like to see 
that trend reversed, to reinforce the special 
private advantages they see arising from 
marriage. They may in time succeed. But 
whatever the impact of divorce on children, 
no government is likely to deprive women of 
the freedoms they have won, in marriage 
and at work, over the past 50 years. 





20th-century history 
For whom the 
bell tolled 


THE GREAT WORLD WAR: 1914-45. Edited 
by Peter Liddle, John Bourne and Ian White- 
head. HarperCollins; 624 pages; £24.99 


VERY schoolboy knows that the seeds of 

the second world war were sown in the 
first. The temptation to see the two con- 
flicts, in Europe at least, as elements of a 
“Thirty Years’ War” becomes more compel- 
ling the more they recede into the past. This 
bold volume sets out to demonstrate that 
the common experiences of both wars al- 
low the historian to relate the two in a very 
direct sense. More than 30 historians have 
been invited to reflect on these connections 
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It says we’re going to have to do it all again 


by discussing the wars as a unity, linked ul- 
timately by the fact that the second war 
was led by men who had fought in the first, 
and whose sons saw combat in the second. 

The central thesis may be open to de- 
bate, yet this is a welcome enterprise. Too 
often, historians of the second world war 
have seen their subject as set apart from 
other wars by its sheer geographical extent, 
its special barbarisms, its claim to be the 
only war to earn the unenviable sobriquet 
of “total war”. The extent to which the be- 
haviour of European wartime leaders be- 
tween 1939 and 1945 was coloured by their 
personal experiences in the first world war 
can sometimes be overplayed—did Hitler 
really avoid gas warfare because he himself 
had once been the victim of gassing?—but 
it is more often almost entirely overlooked. 
Churchill was an enthusiast for bombing as 
a young First Lord of the Admiralty in 1915; 
he was an enthusiast for bombing once 
again in 1940. Can it be mere accident that 
Churchill, who saw action in Egypt in the 
1890s and took the can for the Dardanelles 
campaign in the first world war, placed so 
much emphasis on defending North Africa 
and argued with his allies for yet another 
“soft underbelly” approach in the Mediter- 
ranean? 

The answers to such questions can of- 
ten be little more than speculative. The edi- 
tors of “The Great World War” have tried to 
put more solid flesh on the idea that the 
links between the two conflicts are tangible 
and important. The outcome is, to say the 
least, uneven. This is partly a consequence 
of the decision to cover the ground with so 
many short essays, rather than longer, more 
reflective chapters. The result is more a 
compendium than a unified history. Little 
links the chosen subjects together except 


the broad divisions “front line 
experience”, “leadership” and 
“occupation” into which the 
contributions are divided. The 
chief problem, however, is a 
conceptual one. There is no clear 
framework in which the com- 
parisons can be set—this might 
have been a social setting, or the 
changing international frame- 
work, or the evolving tactics of 
modern war; and so on. But in- 
stead the essays all too often 
simply describe first one war, 
then the second, or list the com- 
parisons and differences with a 
wooden efficiency. The general 
reader will probably find the 
collection incoherent. 

This is a pity, because there 
is much of interest here. The 
most arresting piece, by Mark 
Levene, contrasts the genocide 
of the Armenians in 1915 with 
the Romanian slaughter of Jews 
in 1941-42. These were not the 
industrial mass killings of the German Ho- 
locaust; they were wild, savage, blood- 
soaked programmes of annihilation, more 
akin to Rwanda or Cambodia than Ausch- 
witz, reflecting in both cases a popular, ex- 
terminatory racism. The study of Allied 
rows by Peter Liddle and Paul Mackenzie is 
richly illuminated by the testimony of sur- 
vivors (“such a lump out of a short life”, 
one of them reflects). John Erickson makes 
something of the comparison between the 
great tsarist offensive in 1916 under Brusilov 
and Zhukov’s operation in 1944 to clear the 
Germans from Belarus, showing in the pro- 
cess that the armies of both wars were not 
the primitive, poorly led, forces often de- 
picted in western literature. Joanna Burke is 
good on death in war—a universal feature 
of every conflict. 

On the issue of leadership in war there 
is a greater problem. Comparing Lloyd 
George with Churchill, or Marshall Foch 
with General Eisenhower, is not very help- 
ful, effectively though it is done here. What 
emerges is not a sense of a single era of war, 
but of two very distinct conflicts, the pro- 
ducts of very different circumstances, in 
which the pressures and opportunities fac- 
ing generals and prime ministers are too di- 
verse to make much comparative sense. 
Gary Sheffield’s study of British generalship 
works better because it focuses on the sys- 
tem that fostered the military elite, and the 
ways in which that system responded to 
the experience of the first world war. There ` 
are broader issues concerning the ways that 
societies make war, the appropriateness of 
particular political systems for mass con- 
flict and the efforts to mobilise technical 
and intellectual resources, which might 
well have provided a more coherent frame 
through which to test the hypothesis that 
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the two wars should be treated as one. 

Despite the skills of its very scholarly 
contributors, in the end this book does not 
persuade. Of course the experience of the 
first world war profoundly influenced a 
whole generation of soldiers and civilians. 
The very idea of “total war” was born then 
and dominated expectations of the next 
conflict. The unstable international order 
was the product of the collapse of the great 
dynastic empires in 1918-19 and a dysfunc- 
tional world economy. The pessimistic post- 
war culture, with its morbid imagery and ni- 
hilistic values, predisposed many Europe- 
ans to accept that some second, even greater 
war might arise. But the real problem with 
trying to treat the wars as part of a single great 
conflict is simply that the second was not an 
inevitable or even necessary consequence of 
the first. The turning point was the decision 
taken on January 30th 1933 when Field Mar- 
shal Hindenburg, hero of the Great War, 
called Adolf Hitler, villain of the next, to be 
German Chancellor. Here, by chance, the 
war that had passed and the war in the mak- 
ing were briefly united. 
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Modern African history 


God is a Nigerian 


Tuts House HAs FALLEN: MIDNIGHT IN N1- 
GERIA. By Karl Maier. PublicAffairs; 366 
pages; $26. Allen Lane, The Penguin Press; 
£20 


ARL MAIER’S book might have been 
entitled: “This House Should Have 
Fallen a Long Time Ago”. Just why Nigeria 
is still a nation state after so many years of 
chaos is one of the wonders of modern geo- 
politics. It is like a simmering volcano that 





Bare feet and spilled oil 
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occasionally throws up spurts of gory vio- 
lence. Do these eruptions act as a safety 
valve or will they lead to a cataclysm? Nige- 
rians account for one-sixth of the popula- 
tion in sub-Saharan Africa, 17 times the 
number of Rwandans, 12 times as many as 
the Somalis. If Nigeria blows, it won't be 
pretty. 

Mr Maier, a former contributor to The 
Economist, describes Nigeria as “the largest 
failed state in the Third World.” But he also 
points out that Nigerians, for all their rage 
and frustration at their dashed expecta- 
tions and ruined lives, always pull back 
from the brink. The strikes, riots and po- 
groms flare up and then subside. “God is a 
Nigerian”, as President Olusegun Obasanjo 
says, meaning He will never allow Nigeria 
to go completely to hell. 

The end of military rule in 1999 was 
cause for fresh optimism. But Mr Maier is 
too experienced to believe that solutions 
will be easy to find. President Obasanjo’s 
inauguration embodied both the dream 
and the reality of Nigeria. While the new 
president, in his first speech, was promising 
that nobody, however important, would be 
allowed to break the law, the crowd at the 
back of the stadium began rioting. Soldiers 
and policemen joined in, attacking vehicles 
loaded with ceremonial paraphernalia and 
grabbing armfuls of t-shirts and umbrellas. 

That, in the eyes of many, is Nigeria: a 
mindless scramble for loot by rich and 
poor alike. Recent revelations about the 
scale of theft by Sani Abacha, a previous 
military dictator, leaves one speechless. No 
wonder Colin Powell, the new American 
secretary of state, once called all Nigerians 
crooks and thieves. Mr Maier’s panorama 
of the country’s scammers and rogues is 
conspicuously broad. But he also presents a 
different side of Nigeria: the dedicated hu- 
man-rights lawyer, the gentle priest, the 
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courageous journalist and a cast of ordin- 
ary people struggling to lead decent, honest 
lives in a country governed by insanity. 

Mr Maier’s observation is meticulous, 
and his heart sympathetic. By skilfully 
blending anecdote, travel and history, his 
book throbs with the Nigerians’ huge hu- 
manity and their hopes, anger and joy. One 
delicious moment is an interview with the 
once-charming Ibrahim Babangida, who 
ruled from 1985 until 1994. Now probably 
Nigeria’s richest man, Mr Babangida bears 
more responsibility for the country’s col- 
lapse than anyone else. Once out of power, 
his famed political dexterity deserted him. 
His ramblings about who killed Dele Giwa, 
a well-known journalist, and other key 
events, recorded verbatim, expose him as a 
brutal tyrant of limited brainpower. 

There has been no truly readable book 
on Nigeria for non-Nigerians since John de 
St Jorre’s “The Brothers’ War: Biafra and Ni- 
geria” (Houghton Mifflin, 1972). Nigerians 
will read Mr Maier’s book avidly; some 
may pretend to hate it. But no one could fail 
to find it engrossing. 

RICHARD DOWDEN 


Our policy is to identify the reviewer of any book by or 
about someone closely connected with The Economist 





Computer games 


Counter—culture 


HE computer games industry has much 

in common with the movie business. 
Sales of games, at $20 billion a year world- 
wide, equal global box-office takings. Both 
games and films come ina baffling variety of 
genres, many of which are incomprehensi- 
ble to outsiders. And, every now and then, a 
low-budget cult classic is plucked from ob- 
scurity and put on general release. That is 
what has happened to “Counter-Strike”, the 
Internet’s most popular “first person” 
shoot’em-up action game. 

The first-person genre was originally 
made popular by “Doom”, which is now a 
classic. Unlike games in which players view 
the action from above, first-person games 
offer a fully realised three-dimensional 
landscape seen from a first-person perspec- 
tive—so that as you move around, you see 
the world along the barrel of your gun. 

What makes such games particularly 
addictive is the opportunity to play against 
others over the Internet. The most popular 
multiplayer scenario is called a “death- 
match”; at any one time there are tens of 
thousands of machines around the world 
hosting round-the-clock deathmatches. 
Popular games with a deathmatch mode in- 
clude “Quake 111”, “Unreal Tournament’, 
and “Half-Life”. But just as one Hollywood 
action movie is much like another, there is 
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little difference between these games, which 
vary only in the complexity of their graphics 
and the choice of weapons available. 
“Counter-Strike” is different, and it is these 
differences that explain its popularity. 

Forastart, “Counter-Strike” is inherently 
team-based, pitting a gang of terrorists witha 
particular aim (bombing a target, assassinat- 
ing someone, guarding hostages) against a 
team of counter-terrorists whose mission is 
to stop them within a five-minute time limit. 
Individual players who charge ahead of 
their teams do not last long. Strategy and co- 
operation with the other members of the 
team assume vital significance. 

Among the many features of “Counter- 
Strike” is that players who are killed do not 
instantly come back to life. Instead, they 
must sit out for the rest of the round. During 
this time they can fly around the game 
world, passing through walls like ghosts, and 
observing the action. They can also exchange 
text messages with other dead players, but 
they cannot communicate with players who 
are still alive (for whom they would other- 
wise be able to act as spies). 

In other words, once you are dead, you 
are out until the next round. This rule, com- 
bined with the fact that most of the weapons 
in “Counter-Strike” can kill with a single 
well-aimed shot, encourages players to take 
their mortality (within the game, at least) se- 
riously, and play far more cautiously. 

The weapons in “Counter-Strike” are 
also unusual, in that they are realistic simu- 
lations of real weapons used by terrorists 
and counter-terrorists. As well as being ca- 
pable of killing an adversary with a single 
shot to the head (unlike the weapons in most 
shoot’em-ups) they have realistic recoil, and 
take time to reload. Players are only allowed 
tocarry a knife, a handgun and a single large 
weapon (such as a sniper rifle or shotgun), in 
contrast to other games, in which it is possi- 
ble to carry an entire arsenal around, and 
make an instant switch between weapons. 
Furthermore, players cannot simply select 
any weapon they like at the beginning of 
each round, but must buy the weapons us- 
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ing credits they amass during 
play. 

The result is a finely bal- 
anced game that rewards skill, 
stealth and caution, and pun- 
ishes those who go in with all 
guns blazing. “Counter-Strike” 
is also a surprisingly social 
game. While the last few players 
battle it out at the end of a 
round, everyone else watches 
and chats. 

Also unusual is the way 
“Counter-Strike” was created, 
distributed and tested. It is, in 
fact, an add-on modification 
(or “mod”) for a commercially 
produced game called “Half- 
Life”, a copy of which is re- 
quired to play it. The mod was written by a 
small team of enthusiasts, led by a program- 
mer known as Gooseman, and made freely 
available to anyone who wanted it over the 
Internet. The hundreds of thousands of peo- 
ple who have been playing “Counter-Strike” 
over the past couple of years have thus dou- 
bled as software testers. Only last November 
was the game declared finished. But such is 
its popularity that Valve Software, the pub- 
lisher of “Half-Life”, has taken the unprece- 
dented step of releasing a special “Counter- 
Strike” version of the game as a separate pro- 
duct. The mod has, in other words, been 
officially recognised as a game-in its own 
right. But perhaps what is most surprising 
about “Counter-Strike” is that it challenges 
the notion that all people want from online 
multiplayer computer games is mindless vi- 
olence. In fact, it seems they want their vio- 
lence in a more cerebral form entirely. 
naan - | 





New English fiction 


Cloak and 
secateurs 


THE CONSTANT GARDENER. By: John le 
Carré. Scribner; 496 pages; $28. Hodder & 
Stoughton; £16.99 
ae OHN LE CARRE’S 18th 
novel starts with a bang. 
“The news hit the British 
High Commission in Nai- 
robi at nine-thirty on a 
Monday morning. Sandy 
Woodrow took it like a bul- 
let, jaw rigid, chest out, smack through his 
divided English heart.” Crikey. So that’s 
how you take a bullet. Poor old Sandy. His 
English heart must be really divided now. 
This deliriously hardboiled opening sets the 
tone for what’s to come. White mischief? 
Pshaw! White plague, more like it. 
Sandy Woodrow is head of chancery at 









the British High Commission in Nairobi. 
The news that neatly subdivides his heart 
as the novel opens is the death of a young, 
beautiful and idealistic lawyer turned aid 
worker named Tessa Quayle. Tessa has 
been murdered for learning too much 
about the unscrupulous practices of a large 
pharmaceutical company operating in Af- 
rica. Her body is found at Lake Turkana, in 
northern Kenya near the border with Su- 
dan. Tessa’s husband, Justin, is also a British 
diplomat stationed in Nairobi. Until now 
Justin has been an obedient civil servant, 
content to toe the official line—in short, a 
plodder. But all that changes in the after- 
math of his wife’s murder. Full of righteous 
indignation, he resolves to get to the bottom 
of it, come what may. 

“The Constant Gardener” has got 
plenty of tense moments and sudden twists 
and comes complete with shadowy figures 
lurking in the shrubbery. There is a familiar 
tone of gentlemanly world-weariness to it 
all, which should keep Mr le Carré’s fans 
happy. But the novel is also an impas- 
sioned attack on the corruption which al- 
lows Africa to be used as a sort of labora- 
tory for the testing of new medicines. 
Elsewhere, Mr le Carré has denounced the 
“corporate cant, hypocrisy, corruption and 
greed” of the pharmaceutical industry. This 
position is excitingly dramatised in his 
book, even if the abuses he rails against are 
not exactly breaking news. 

In other respects “The Constant Gar- . 
dener” is less satisfactory. Mr le Carré can’t 
seem to: make up his mind whether he’s 
writing a thriller or an exposé. In a recent 
article for the New Yorker he described his 
creative process as “a kind of deliberately 
warped journalism, where nothing is quite 
what it is” and where any encounter may 
be “freely recast for its dramatic possibil- 
ities”. Such is the method employed in “The 
Constant Gardener”, whose heroine, Mr le 
Carré says, was inspired by an old friend of 
his. One or two prominent real-life Kenyan 
politicians are mentioned often enough to 
become, in effect, “characters” in the story. 
And in a note at the end of the book Mr le 
Carré thanks the various diplomats, doc- 
tors, pharmaceutical experts and old Africa 
hands who gave him advice and assistance, 
though in the same breath he insists that 
the staff of the British mission in Nairobi 
are no doubt all jolly good eggs who bear 
no resemblance whatsoever to the heartless 
scoundrels in his story. 

There’s nothing wrong with a bit of ar- 
tistic licence, of course. But Mr le Carré’s 
equivocation about the novel’s relation to > 
fact undermines its effectiveness as a work 
of social criticism, which is pretty clearly 
what it aspires to be. “The Constant Gar- 
dener” is a cracking thriller but a flawed ex- 
ploration of a complicated set of political 
issues. 
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20th-century art 


Looking at absolutes 


A remarkable curator, painter and critic talks to The Economist about a 
forthcoming big art show, his life in painting and his latest book 


“DL YOU want to see my show?” John 
Golding asks. “It’s there in that plas- 
tic box,” he says, gesturing to what looks, 
from across the room, like a set of index 
cards. We are used to seeing words replace 
paintings on gallery walls. But there is noth- 
ing textual or conceptual about the big show 
by two of the greatest 2oth-century masters 
that Mr Golding is organising for London, 
Paris and New York in 2002-03. 

With pride and pleasure, he flips out 
pairs of colour reproductions on to the 
kitchen table. Picasso, Matisse. Matisse, Pi- 
casso. The frets of a guitar by the one echo the 
slats of a window shutter by the other. The 
curves of a Matisse cut-out follow, as if in 
homage, the pose of a Picasso nude 
painted years before. Soon the en- 
tire table end is covered by ravish- 
ing optical twins. “So often these 
two are treated as complete oppo- 
sites,” he explains. “But just look 
what they took from each other.” 

In talking to Mr Golding over a 
good lunch at his home in west 
London, the word “look” comes 
up a lot. It sounds odd to have to 
say this. As an art historian, 
teacher, curator and painter, Mr 
Golding is one of the grand figures 
of modern art in Britain. Isn’t look- 
ing his thing? Well, yes. But with 
art nowadays the eyes do not al- 
ways have it: texts, contexts and 
theories often jostle visual experi- 
ence aside. Not for Mr Golding, 
however. When painting or re- 
flecting on painting, he is above all 
a looker. “You're not seeing with 
your eyes,” he recently teased a 
fellow curator. 

Not that Mr Golding has an in- 
nocent eye. He is a scholar steeped in the his- 
tory and theories of 20th-century painting. 
His advice is sought at London’s Tate Gallery 
(where he was a trustee) and at the Royal 
Academy, where in 1997 he curated amemo- 
rable Braque show. He taught at London’s 
Courtauld Institute and Royal College of Art, 
as well as at Cambridge University. His stu- 
dents come up frequently as he talks. Many 
are now names themselves: T.]. Clark, for ex- 
- ample, who led the turn to a more political 
art history in the 1970s; John Elderfield of the 
Museum of Modern Art in New York and 
Elizabeth Cowling of the Tate, two curators 
working with Mr Golding (in a three-coun- 
try team of six) on the Matisse-Picasso show. 

There are few aspects of modern paint- 
ing Mr Golding has not shed light on. His 


THE ECONOMIST JANUARY 6TH 2001 


“Cubism” (1959) is a standard work. “Visions 
of the Modern” (1994) contains essays on 
Matisse, Cubism, Dada, surrealism and 
post-war American art. The six chapters that 
make up his most recent book, “Paths to the 
Absolute” (Princeton University Press, $60; 
Thames & Hudson, £36), an historical study 
of abstract art, were given as the Mellon Lec- 
tures at the National Gallery in Washington, 
DC four years ago. Unlike many commen- 
tators on modern art, Mr Golding writes in a 
sober, jargon-free manner that is neverthe- 
less alive to ideas. His even-handed generos- 
ity towards the artists he discusses is relieved 
by droll humour, a feeling for their quirks 
and the occasional, unexpected barb. 





Golding at work in the early 1980s 


Not long ago it was common to write 
about modern art, particularly abstract art, 
as if the work, but not the painter, existed. 
This is not Mr Golding’s way. “I can’t get in- 
terested in the work without getting inter- 
ested in the artist,” he says. To take Mr Gol- 
ding himself, the high-keyed colours of his 
work owe a lot to his youth in sunny Mexico. 
He was born 71 years ago. His father was an 
English insurance broker who came to Mex- 
ico after the first world war. His mother, a 
music teacher, was from an English family— 
“raffish, up and down”, he calls it—that had 
been in Mexico since the 18th century. 

As a teenager, he was taken up by the 
European surrealists who had congregated 
in Mexico city, very much as an expatriate 
clique that did not bother to learn Spanish. 
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He loved the work of the Mexican muralists, 
particularly Jose Clemente Orozco, but they 
were, he found, national-minded and 
tended not to mix with foreigners. At 13, his 
parents sent him to school in Canada, 
whence he won a scholarship to the Univer- 
sity of Toronto. In the late 1940s, New York’s 
art scene beckoned to the young student: 
“Like so many people,” he says, “I got my vi- 
sual education at the moma.” 

Inits relatively short lifetime, abstract art 
has been illuminated (and obscured) by two 
influential critical attitudes. One was to 
stress (and overstress) its purely formal 
properties. This was the ruling theory of the 
1950s and 1960s. In reaction, it was soon pos- 
ited that abstract work had meaning, but as 
part of a code or system of signs. On either 
score, actual artists and their intentions 
somehow dropped away. Perhaps because 
Mr Golding is an abstract painter himself, he 
avoids these extremes. “The body”, he has 
said, “is always there in my work.” 

In “Paths to the Absolute”, he argues that 
the best abstract art is about some- 
thing and that its meaning comes 
partly from the artist. The mod- 
ernists he discusses were drenched 
in ideas, especially of better or hid- 
den worlds. His chosen seven are 


Americans: Jackson Pollock, Bar- 
nett Newman, Clyfford Still and 
Mark Rothko. 

All get roughly equal attention, 
with a wealth of insight into their 
life and thinking. But Mr Golding 
has his preferences. Of the pio- 
neers, he likes Kandinsky least, 
Mondrian most, and feels greatest 
affection for Malevich. Of his 
Americans, he says that Still most 
influenced his own work and that 
he feels strongest kinship with 
Newman, the most intellectual of 
the four. “If the time’d been right,” 
he says, “we could’ve been 
friends.” 

A third attitude to abstraction, common 
now, is an over-and-done-with acceptance 
that tips into indifference or neglect. In ad- 
mitting abstraction’s costs, Mr Golding ac- 
cepts that it can leave practitioners with no- 
where to go. Is abstract art, then, still alive? 
“Yes,” Mr Golding replies with a dry laugh, 
well aware it is not the latest fashion, “and 
possibly facing a comeback.” Is his ques- 
tioner nevertheless right to detect in him a 
freer, less thoughtful enthusiasm for Matisse 
and Picasso than for his cherished abstrac- 
tionists? Not really. “Possibly those two are 
the greatest 20th-century painters. But no, I 
don’t feel those are real distinctions.” How 
fortunate we all are, Mr Golding seems to be 
saying, not to have to make the choice. 

a 
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| OBITUARY 


Al Gross 


F THE ingenious people who 

have had a hand in develop- 
ing the pager, the cordless phone 
and other urgent instruments of 
modern life, Al Gross could take 
much of the credit, or, if you like, 
the blame. Mr Gross never ob- 
jected to a little banter. Making 
new things was fun, he said. Shar- 
ing them was even better. 

In the 1920s, when he was 
growing up, America still enjoyed 
the innocent optimism of being, 
in Abraham Lincoln’s lush phras- 
ing, “the inventor and owner of 
the present, and the sole hope of 
the future.” Al (who never called 
himself Albert) was born in To- 
ronto but his parents moved to 
Arizona when he was a baby. He 
always kept a home there and 
thought it the finest place on 
earth. As a boy he made a crystal 
set, and to his astonishment it 
worked. Distant voices came into 
his earphones with no connect- 
ing wires. “I was hooked,” he re- 
called. For Al Gross and America 
this was the way into the future. 
All Mr Gross’s discoveries flowed 
from the need, as he saw it, for 
easy communication in a vast 
and diverse land. He aimed for 
mobility, “the tremendous free- 
dom” of being able to communi- 
cate wherever you happen to be. 

Marvellous as was the crystal 
set, it had weak reception and 
trailed a long aerial. Radios with 
their valves and batteries were 
cumbersome. From about the age of 16 and while he was studying 
for a degree in electrical engineering, Al Gross was working on 
what came to be called the walkie-talkie, a two-way radio, light 
and compact and with a reasonable range. By 1941, when the Un- 
ited States entered the second world war, Mr Gross had put to- 
gether the workable model he holds in our picture. 

The story goes that William “Wild Bill” Donovan, an Ameri- 
can spy chief, read about the walkie-talkie in a radio magazine, 
and recruited Mr Gross to design a set for use by agents in enemy 
territory. The design was adapted for use in aircraft and by troops 
on the ground. Army historians reckon that it was one of the devel- 
opments that helped to shorten the war, and thereby saved lives. 
By the end of the war Mr Gross had been granted patents on a 
range of developments that were eventually to transform life in 
the rich world. Did he become rich? “Only in experience,” he said. 





Myth of the inventor 


Al Gross was reluctant to call himself an inventor. He doubted 
whether there was any such being who could devise something on 
his own from scratch. But if you had thought up something that 
looked different from anything else, you might be justified in call- 
ing it an innovation. At university he was reminded that Heinrich 





Al Gross, who made the world more 
talkative, died on December 21st, aged 82 


Hertz, a German physicist, and 
Reginald Fessenden, an Ameri- 
can, were examining the use of ra- 
dio waves before he was born. No 
scientist worked in isolation, he 
said. Who invented television? 
There were probably many con- 
tributors, and it was pointless to 
squabble. But the Scots, the Ital- 
ians and the Russians had all 
made strong claims. The Chinese, 
who say they thought up every- 
thing useful thousands of years 
ago, might, Mr Gross suggested, 
produce a Ming-dynasty telly 
any day. 

In Mr Gross’s own field, other 
pioneers, especially in Europe in 
the 1930s and 1940s, were natu- 
rally making radio more efficient. 
But he did make a justifiable 
claim to be ahead in personalised 
communications: not just the 
walkie-talkie, but the pager and 
the cordless telephone. And the 
mobile telephone owed a lot to 
his experiments. He said in later 
life, “If it’s a wireless mobile de- 
vice that you’re listening to, then 
yes, I am the precursor, the inno- 
vator.” He received numerous 
awards from his peers and a 
presidential commendation from 
Ronald Reagan. It is the entrepre- 
neurs, though, who tend to profit 
from discoveries. The first motor 
cars were German, or possibly 
French, not Henry Ford’s. The first 
electronic computer was made by 
a Briton, not Bill Gates. 

Al Gross did try his hand as a salesman. He was keenly inter- 
ested in amateur radio, where he was known as Phineas, after 
Phineas Fogg who in Jules Verne’s story went round the world in 
only 80days. He sold a lot of walkie-talkies to friendly hams as well 
as to hunters and walkers in the great outdoors. The United States 
coastguard bought walkie-talkies to keep in touch with crews who 
were tending buoys. Mr Gross adapted the technology toconstruct 
unattended weather stations that were parachuted into the Atlan- 
tic. But his wristwatch-sized walkie-talkie did not take off with the 
public, although it inspired a similar gadget used by Dick Tracy, a 
cartoon character. 

Mr Gross believed that his pager, a device to alert the wearer 
with a message, would be seen as a boon by doctors who hap- 
pened to be away from their surgeries. But the doctors Mr Gross 
showed it to apparently did not want to be disturbed while off 
duty. One said the beeping would put him off his golf stroke. To- 
day some 300m are in use, but by the time the pager was in de- 
mand asa useful tool Mr Gross’s patents had expired. Others were 
to open up the market for the new toys of civilised living. Like 
many other pioneers, it was Al Gross’s fate to be ahead of his time. 
But what, he said, was it better to be remembered for, a lot of 
money, ora rather interesting innovation? 
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Templeton College| University of Oxford 


‘To innovate is not to reform’ 


Edmund Burke 


World Views | Individual Focus 


Oxford has for generations prepared the world’s leaders 
to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 


of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton’s four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 


models and techniques to propel careers onto the fast track; 


the one-week Oxford Strategic Leadership Programme 


provides the opportunity to reinvent your leadership style; 


and the Oxford Senior Executive Finance Programme 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. 


In a parkland setting minutes away from the dreaming 


spires of Oxford, we bring together global thought leaders, 


an innovative faculty and some of the world’s most senior 
and high calibre course participants. 


By combining a truly global perspective and the individual 
tuition for which Oxford University is internationally 
renowned, we offer a personal development experience 
that you will never forget. 


Name Job title 


For further information, please visit 
www.templeton.ox.ac.uk/executive, or return to: 


Dorothy Cooke 

Templeton College, University of Oxford 
Oxford OX1 5NY, England 

Tel +44 (0)1865 422734 

Fax +44 (0)1865 422501 

Email enquiries@templeton.oxford.ac.uk 


Please send details of (tick box) 

|_| The Oxford Advanced Management Programme 
|_| The Oxford Strategic Leadership Programme 

|_| The Oxford Senior Executive Finance Programme 


Company 





Address 





Zip/ Postcode 





Fax 


Email 











Templeton College | University of Oxford 
www.templeton.ox.ac.uk/executive 
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In your next negotiation, 
make sure you have 
the strategic edge. 


Strategic Public Sector Negotiation, May 21-25, 2001 


Whether you produce formal agreements or contracts, structure complex 
financial transactions, resolve disputes, or negotiate for authority and 
resources, Harvard's Strategic Public Sector Negotiation offers 
you an opportunity to move to new levels of negotiation expertise. 
Designed for senior executives at the public/private interface, this 
powerful, fast-paced, short program will help you: 


© add strategic dimensions to your negotiations 

e strengthen your analytic abilities 

© internalize tactical skills needed to produce 
successful and lasting agreements. 


For brochure and application, please contact: 
Enrollment Services, (617) 496-0484, ext.162 
e-mail: KSG_ExecEd@Harvard.edu 

Internet: www.execprog.org 


HARVARD UNIVERSITY 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


LL.M./Masters 


in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.I.T) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme. 
Course Modules include: 
¢ Principles of International Taxation * Tax Treaties 
e Offshore Financial Centres * Anti-avoidance 
Trusts and other entities * Transfer Pricing 
International Tax Planning * E-Commerce Taxation 
Global Estate Planning & Asset Protection 


A St.Thomas University 
AL School of Law - Miami, Florida 


For more information please contact: 

HONG KONG UNITED KINGDOM USA 

Michael Foggo Simon Denton Coleman Foster 

Tel: +852 2542 1177 Tel: +44 (0)20 7479 7070 Tel: +1 (877) 301 4736 
Fax: +852 2545 0550 Fax: +44 (0)20 7439 4436 Fax: +1 (305) 474 2461 
hk@SovereignGroup.com uk@SovereignGroup.com _cfoster@SovereignGroup.com 


www.stu.edu/tax 


KINGSTON 
BUSINESS SCHOOL 


The DBA - Doctor of Business Administration 
is the next generation of postgraduate education to make its presence 
felt in the UK. It represents a natural progression for those with an MBA 
or business-related Master's degree and is designed to contribute to the 
growth of business professionals. 

@ a true doctorate programme, equal in status with a traditional PhD 

@ study with high calibre course colleagues 

@ guidance from top-level academic staff 

@ on successful completion you will gain the title of ‘Doctor’ 


Weekend attendance for first 18 months only — remainder of programme 
comprises self-paced production of a thesis under supervision. 


Now recruiting for entry in April 2001 


For more information telephone Teresa Drew on 020 8547 7226 
facsimile: 020 8547 7024 email: t.drew@kingston.ac.uk 
http://business.kingston.ac.uk 


KINGSTON 


UNE Ve ER S1 TY 
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AIF is pleased to announce its relocation to 
new premises. From January 2001, we look 


Amsterdam Institute of Finance 


forward to welcoming new and established 
clients to our expanded and improved facilities 
in the heart of Amsterdam. 


The staff and directors of AIF would like to 
thank our participants and clients who have 


contributed to our continued growth and success 
during 2000. 


We wish you a prosperous 
and successful 
new year in 


2001 


For 2001 AIF has scheduled 58 courses on various topics including 
corporate finance, portfolio management, banking, and derivatives. 
For more information please contact the Institute or visit our Web site. 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 


FROM LEFT TO RIGHT: 


Brenda L. Childers 
Managing Director 
Theo Vermaelen 
Program Director 


Christian C.P. Wolff 
Program Director 
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It’s a big world. 


Somebody has to run it. 


ANNOUNCING THE NEW TRIUM EMBA — an alliance of 


New YORK UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENCE 
HEC Paris, GRADUATE BUSINESS SCHOO! 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in Sao Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It’s visionary, focused and 


unique. Kind of like you. 


IEC 


For more information, 

call +33 1 39 67 70 94 in Europe or 
+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org. 





78 


Master the Marketing Challenges 
of Globalisation, eBusiness, and 
the Knowledge Economy 


NIVERSITY OF 
TRATHCLY DE 


Study individual modules, tailored programmes, 
or a Master of Science in International 
Marketing Online 


Please visit our website at: 


http://mscim.strath.ac.uk/e1.htm 


and then contact us to discuss how we can meet 
your specific management development needs 


University of Strathclyde, Department of Marketing, 
173 Cathedral Street, Glasgow G4 ORQ 


Tel: 0141-548 4590 Email: mscim@strath.ac.uk 














Executive 
Development 


City University 
I 1 Y Business School 
London 


Management Series 





m Electronic Commerce 


= Managing the Dynamics 


Management: of Strategy Design 

Strategy, Implementation Ari Ginsberg & Eric Larsen 

and Exploitation 15 - 16 March 

Clive Holtham & 

Nigel Courtney m Marketing Financial Services 

8 - 9 February Geoffrey Randall & Greg Harris 
29 - 30 March 


m Understanding Turbulent 
Futures: m Creating Value: 
Creating an Organisational Shaping Tomorrow's Business 
Memory for the Future Shiv Mathur 
Erik Larsen & Alessandro Lomi 5 - 6 April 
22 - 23 February 

= Mastering Negotiation 
Chris Brady and Eric Evans 
17 - 18 May 


m Business Finance for 
Non-Financial Specialists 
Mohammed Choudhury 
12-14 March 
02-04 July 


For further information please contact Client Support 
Tel: 020 7477 8710 Fax: 020 7477 8882 


Email: execdevelop@city.ac.uk 
www.business.city.ac.uk/ed 
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Learn the Tricks of the Strategic Giving: 


: | | : Frameworks for 
ra d > Decision Making 
à 


March 28-31, 2001. 











APU’s MBA in Global Finance program 

offers the latest in theory and practical Strategic Giving is an innovative colloquium that offers frameworks 

applications. Through internships, to philanthropists who want to create their own unique approach 

extensive classroom study, team projects, to giving ond optimize the results for themselves and their causes. 

case studies, and exclusive access to our This program is conducted jointly by the John F Kennedy School 

trading room, FactSet and Bloomberg of Government, the Hauser Center for Nonprofit Organizations, 

Terminals, you'll. graduate with all and the Harvard Business School's Initiative on Social Enterprise. 

the tricks of the trade. 

For more information please contact: 
Call 1-800-252-7528, or access Jone Latcham, Program Director 
www.alaskapacific.org to learn more. Phone: 617-495-0855, Ext. 193 


E-mail: Jane_Latcham@horvard.edu 


ALASKA PACIFIC Internet: www execprog.org 


U N I V ERS I 
We mean Business. HARVARD UNIVERSITY 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 

















yourself 


For further information call us M B A Programmes 
+4402 (07477 8607)/8 or 8989 


Lines are open 10 am - 5 pm At City University Business School we believe an MBA is an Investment. 


Monday - Friday Our City of London location will put you at the heart of one of the world’s most 
prestigious business centres, where the networking opportunities are unmatched. 


While you receive a broad base of interpersonal skills, you can also major in: 





Email: cubs-postgrad@city.ac.uk 


City University Business School * General Management 
Frobisher Crescent e Finance 
Barbican Centre * Management of Technology/E-Commerce 
London EC2Y 8HB ¢ International Business 
United Kingdom It all adds up to an opportunity that will make a difference to your future career. 
www.business.city.ac.uk Find out more about our Full and Part-time MBAs at our Information 


Session on Tuesday, 16th January 2001, at the Bank of England Museum, 
Bartholomew Lane. 


Business tosis ae The University for business 
: and the professions 
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Recognized as the world’s most flexible Distance 
Learning MBA or DBA/PH.D, No-bachelors degree 
required for the MBA (or Master's for DBA) if you have 
significant work experience. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two. 
Transfer students welcome. No required courses, 
You will not have to study material you already know or 
do not need. No exams, instead you write papers. 
Learn from successful business leaders/authors 
{many are millionaires}. Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 805- 
232-6037 ec@rushmore.edu wwewdistancemba.com 


COMPUTATIONAL 


FINANCE 


apply now for Fail 2001! 
www.cse.ogi.edu/CompFin/ 








Diebold Institute /Deutsche Bank Fellowship Program 
Mid Career Fellowship Opportunity 


This fellowship program sponsors case study research on the use of private capital for 
public. infrastructure. The research should focus on one or more detailed case studies 
illustrating successful or unsuccessful situations in which private investment has been 
used to create an advanced form of public infrastructure, anywhere in the world. 





CYPRUS INTERNATIONAL INSTITUTE OF MANAGEMENT 
The International Business School in Cyprus 














You can receive an ivy league business education on the sunny and 
historic Mediterranean island of Cyprus. CHM offers: 
* Cutting-edge international MBA curriculum. 





The proposed study area for the current fellowship is 





AIR TRAFFIC CONTROL SYSTEMS 


The fellowship offers up to one year of support for mid career professionals or academics 
to devote full time to this activity. 


* Diverse international student body. 
* Advanced courses on international business, e-commerce, 
financial engineering, risk management, forecasting, 
corporate finance, strategy, marketing, environmental management. 
* Intensive programme enables graduation within a year. 
* New student intake: September, January and May. 
* Tuition US $9,500: Room & Board: US $6,000. 
For information call Maria Ioannou, Tel: (357-2) 330052 










interested applicants should submit a single page summary of their idea and relevant 
background to: 
The Diebold Institute for Public Policy Studies, Inc. 
via fax (001) 914-234-0490 





Fax: (357-2) 331121, e-mail: mioannou@ciim.ac.cy 
website: http://www.ciim,ac.cy 






Invest in Yourself 









STUDY FOR AN INTERNATIONAL MBA AT CIIM: 
THE BEST EDUCATIONAL VALUE ANYWHERE 






Leaders in Development: 
Managing Political 
and Economic Reform 


Date: June 11 - 22, 2001 






Participants: Political leaders, senior-level policy makers, 
managers, executives of public affairs organizations, and leaders 
of non-governmental and development assistance organizations 
from developing, newly industrialized, and transitional countries. 







Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration into an evolving global economy. 






Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy and institutional change; 
-to gain a broader perspective on the task of leadership. 






For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 163 
e-mail: KSG. Execkd@Harvard.edu 

Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN EF. KENNEDY SCHOOL OF GOVERNMENT 








University of California, Berkeley 
Ciriacy-Wantrup Postdoctoral Fellowships in 
Natural Resource Economics 
Stipends of $30,000 will be awarded for the 2001- 
2002 academic year to support advanced research at 
UC, Berkeley, te scholars working primarily in the 
areas of Agricultural & Natural Resource 
Economies, For further information about this 

award, please refer to 


hup://www, chance berkeley.edu/research/Fundings 
igiacy.htm). 


Application must be postmarked by February 1, 2001. 


APPOINTMENTS 


Readers are recommended 


to make appropriate enguiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurredor suffered as a 
result of his/her accepting or offering to 
accep an invitation contained in any 
advertisement in the Economist, 





Forest Sector Project Manager / 
Consultant & Associate Consultants 


FRR Ltd is a British forest sector consulting company, currently 
active throughout Asia and Africa. Its clients currently include 
DFID, World Bank, ADB, EC,UN and private sector. 


Project Manager / Consultant: We seek candidates for a full time 
position combining project management, business development 
and short term consultancy responsibilities. FRR Ltd is located five 
miles from Bristol and very close to Bristol Airport. The area has 
excellent focal schools and amenities. Package £30-35,000 pa plus 
productivity bonuses. 


Associate Consultants: We invite specialists with experience related 
to: 


sustainable livelihoods 
development 


investment appraisal 


+ forest sector ° 


* institutional development . 


to send their details with a view to working with FRR on current or 
future contracts. 


Please send CVs (indicating position of interest) to: 


Nicholas Pyatt, FRR Ltd, Brockley Combe, 
Backwell, Bristol, 8548 3DF, UK n.pyatt@frr.co.uk 
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Director, Division of 
Information Technology 


The International Atomic Energy Agency, an independent inter- 
governmental, science and technology-based organization in the United 
Nations family seeks a Director for its Division of Information Technology 
(IT). He/she is responsible for developing and implementing an IT strategy, 
for setting and enforcing common IT standards throughout the 
Organisation and for managing central IT services. With about 80 staff, 
he/she ensures maximization of the Agency's IT investment, proposes and 
implements new directions in information management and IT to support 
the delivery of programmes/services in a cost-effective manner. 


Education and experience required: Master's Degree in management and 
systems, computer sciences or another related advanced degree. At least 10 
years’ professional experience in information technology and system, 
Strategic planning and project management and at least 5 years of 
experience at senior managerial level across multiple departments 
including experience in a large computer service centre serving information 
technology environments. 


Knowledge, skills and abilities required: Strategic thinking, direction 
setting arid results orientated approach. Strong organisational, supervisory 
and management ability. Proven ability to. bring IT developments to solve 
business issues while also managing costs and risks, Ability to establish and 
lead technology and/or professional services departments in a 
multinational environment. Excellent communication and interpersonal 
skills. and excellent command of English. 


Salaries and benefits: initial contract of 3.years with total annual tax-free 
emoluments of Austrian schillings 984,687 (single rate), including net base 
salary and post adjustment, after deduction of contributions to United 
Nations Joint Staff Pension Fund. Additional allowances for dependants, 
travel and removal expenses; assignment and repatriation grants. 6 weeks 
annual leave. Appointment subject to satisfactory medical report. 


Applicants. should send their curriculum vitae before 29 January 2001, 
quoting the vacancy notice no. 2000/098 to: Division of Personnel - 
International Atomic Energy Agency - Wagramerstrasse 5 - P.O. Box 100 - A- 
1400 Vienna-Austria (see details on http: www.iaea.org/worldatomi/Jobs). 


The EUROPEAN BUSINESS SCHOOL Schloß Reichartshausen (ebs), the oldest 
private University for Business Administration ia Germany, located within the 
Rheingau region near Frankfurt am Main, is seeking a: 


Full Professor 
Endowed Chair of Banking and Finance 
(Successor to Prof. Dr. Dr. Ann-Kristin Achleitner) 


Lecturing will cover the entire area of finance at undergraduate and graduate level ifo 
as well as the major Banking and Finance. This subject should also be the main | 


research area, We would, however, welcome a specialisation within this field, 4A 


Cooperation with the existing endowed chairs for Investment and Risk 
Management and for Asset Management is expected. 


Qualifications: 

A Ph.D. in Finance 

or a German Habilitation 

or comparable qualifications. 

Adequate teaching experience. 

Publications in international academic journals, 

Fluency in English, working knowledge of German. 

For more information regarding ebs please visit our website: bttp-/Awww.ebs.de 


Closing date for applications is February 28", 2001. Please send your detailed 
application including examples of publications addressed to: 


EUROPEAN BUSINESS SCHOOL. | 


Chair of Selection Board 


wi 


D - 65375 Oestrich-Winkel 


The International Criminal Police Organization - Interpol 
(178 member countries and 56 nationalities at the General Secretariat) 


seeks to fill the newly-created position of 


Resource 


INTERPOL 


Development Specialist 


Herrn Prof. Dr. Georg H. Küster 


Schloß Reichartshausen. 


at its Headquarters in Lyon, France 


Your duties will include building on the Organization’s 
reputation to define aims and implement action plans to 
approach potential sponsors and donors in order to increase 
the resources available to the Organization for achieving its 
goals. You will also contribute to the financing of its Strategic 
Development Plan, carrying out market research, forging 
close links with donors and sponsors and negotiating 
sponsorship agreements. You will also be responsible for 
setting up a Foundation to receive and manage the funds 
obtained, 

With a degree in Politics/Economics or similar, you will have 
specialized in international relations, with at least 8 years’ 


experience of fund-raising involving public or private 
administrations, institutions, bodies or national or 
international sponsors. 

You will already have extensive experience of high-level 
negotiations and be known for your sense of diplomacy 
and tact. A capability for original thinking combined with 
determination and commitment will be another major 
advantage for this key post. 

Fluency in English is essential and aworking knowledge of 
French, Spanish and/or Arabic would be an advantage. 
This position is classified in the category of Assistant 
Director (3-year contract). 


Please send your CV and cover letter stating current salary (quoting reference TE) to the following address: Interpol, General 
and Social Affairs, 200 quai Charles-de-Gaulle, 69006 Lyon, France. 


Closing date for applications: 31st January 2001. 


or further information, visit our website at http://www.interpoL.int 
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SENIOR INTERNATIONAL 
OPPORTUNITY 


Executive Director 


The International Council on Social Welfare (ICSW) is a global 
alliance of non-governmental organisations promoting social 
development, social welfare and social justice worldwide. Its 
membership consists of global, regional, national and local 
organisations in more than 80 countries in every region of the 
world. Tt undertakes policy development, advocacy and capacity 
building for its own members and other organisations. 


A vacancy has arisen for appointment as ICSW’s Executive 
Director. This is the chief executive position and the appointee will 
need to have high-level experience and expertise in policy 
development and advocacy, preferably in international contexts, as 
well as in organisational development and management. He or she 
will need to travel extensively and to be fluent in English as well as 
preferably having a working knowledge of either Spanish or 
French. 


The position is likely to remain based in [CSW’s London office. 
However, consideration may be given to basing it in one of ICSW’s 
other offices (Bangkok, Kampala, Ottawa) if so requested by the 
successful applicant. Appointment will be for a fixed term of four 
years, renewable by mutual agreement. 


Further details can be obtained from the Chair of the Search 
Committee at: ICSW, 5 Tavistock Place, London, WC1H 9SN, UK. 
Fax: +44 20 7388 5363, Email: icsw@icsw.org Applications for 
the position must be received at the same address by January 3I; 
2001. Interviews will be held in New York on February 17 or 18. 


Health Economist 


On the edge and leading the way. 
The University of Calgary is an innovative university that 
builds a spirit of discovery and inquiry while delivering 


UNIVE 


CALGARY 


The Department of Community Health Sciences invites applications 
for a Health Economist to develop a program of research on methods and 
application of economic evaluation in health care. This position offers exciting 
opportunities to work with economists in the University's Health Economics 
Program (http://econ.ucalgary.ca/heaith) and Department of Econamics, as 
well as within the multidisciplinary environments of the University's Centre 
for Health and Policy Studies (CHaPS) and the Institute of Health 
Economics. While duties include teaching, 75% of time will be protected for 
research. The successful candidate will build a research group to coliaborate 
with other disciplines on evaluation projects and further develop methods in 
this field, The Department of Community Health Sciences is part of the rapidly 
growing Faculty of Medicine which is in the process of building a major new 
research facility. Calgary is a vibrant city (population ~850,000) near the 
Rocky Mountains, Banff National Park and Lake Louise. 


Qualifications include a PhD, 5-10 years postdoctoral experience in evaluatory 
research, and a proven record of excellence as demonstrated by publications in 
rélevant. peer-reviewed journals and ability to compete successfully for research 
funding. Salary support and start-up funds are available through successful 
application to the Alberta Heritage Foundation for Medical Research and/or 
the Canadian Institutes for Health Research. 


Please submit a curriculum vitae, a statement of research interests and arrange 
to have three letters of reference sent directly, by February 15, 2001, to: 


Dr. Lioyd R. Sutherland, Head 
Department of Community Heaith Sciences, University of Calgary 
3330 Hospital Drive N.W., Calgary, Alberta, Canada T2N 4N1 


a dynamic life and quality learning experience. 


In accordance with Canadian immigration requirements, priority will be 
given to Canadian cititens and permanent residents of Canada. The 
University af Calgary respects, appreciates and encourages diversity. 


www.ucalgary.ca 


2 
4 
RNS 


THE ARAB PLANNING INSTITUTE - KUWAIT 


The Arab Planning Institute (API), a regional training and 
research institution in the field of Development and 
Economic Policies, is seeking applicants for the position of 
Economist. The position involves training, research, 
consultancy and other related activities. 


Qualifications include a Ph.D. in Applied Microeconomics 
or Development Economics, high quantitative skills, proven 
record of excellence in teaching / training and research,and 
strong command of Arabic and English. 


Applicants are invited to send their Curriculum Vitae before 
February 1, 2001 to: 


The Director General, Arab Planning Institute 
P.O. Box 5834, Safat 13059 
State of Kuwait e-mail: api@api.org.kw 
Fax: (965) 484-2935 
Internet: www.arab-api.org 


A short list of eligible candidates will be contacted for 
interviews. 


PEMBROKE COLLEGE AND 
THE JUDGE INSTITUTE OF 
MANAGEMENT STUDIES 
CAMBRIDGE 


The Bristol Myers Squibb Research 
Fellowship in Pharmaco-Economics 


Bristol Myers Squibb are supporting a Research Fellowship in 
Pharmaco-Economics to be held jointly at Pembroke College 
and the Judge Institute of Management Studies. The 
appointment will run from 1 April 2001 or 1 October 2001. 


The Judge of Institute of Management Studies is the University 
of Cambridge's business school. It aims to be an internationally- 
recognised centre for research and education of the highest 
quality and to provide a forum for the debate of key management 
issues by leaders from around the world. 


Pembroke College is one of the constituent colleges of the University 
of Cambridge, and has strong academic connections with the 
corporate world. 

Applications are sought from candidates with a strong research 
record in the field of health/pharmaco-economics. The 
appointment is for an initial 3-year term, with the possibility of 
renewal thereafter. Salary is negotiable depending on 
experience. Completed applications should reach the College 
by 23 January 2001. Further particulars and application forms | 
are available from Dr Wendy Fernie, Pembroke College, 
Cambridge CB2 1RF (wendy.fernie@pem.cam.ac.uk). 


The University is committed to equality of opportunity. 
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Cirad; a French scientific organization specializing in agricultural 
research for the tropics and subtropics worldwide, employs 1800 
people, including 900 senior staff spread in 50 countries. 









Fully understanding the national and international context concerning the 
development of the supply and marketing dynamics of animal products requires 
a clear analysis of the livestock policies. Working within the world renowned 
livestock, production programme, the successful candidate will bring his/her 
expertise and knowledge of economics and agricultural policy to the "livestock 
economics” team, thus helping to set up and develop long-standing partnerships. 












Sector-specific breeding and livestock production economist 
ref DRH 274 E 

















Economist, agro-economist or zoo-economist with an economics or agricultural 
policy-related PhD. 

The successful candidate will possess an excellent. understanding of the tools, 
methods and concepts applied to a comprehensive study of sectors (organisation 
economics), institutional approach and contract economics. 

He/she must also have proven ability in information management, scientific 
leadership, appraisal development, product development and enhancement, and 
teaching. 

Excellent knowledge of French essential. 

Location: Initially Montpellier-France, followed by assignment to an eco- 
regional project. 


For more details, http://www.cirad.fr/emploi/indexen.btml 


Then choose a career in international research and send your CV 
to emploi@cirad.fr or Cirad DRH TA174/04 avenue Agropolis 
34398 Montpellier cedex 5 




















LINK YOUR FUTURE WITH DEVELOPEMENT 





TENDERS 


JOB H UNTING INTERNATIONALL 


Executive $75K-S00K+. Career searching into, within or out of 
Asia / Europe / M East / U.S.? Contact for Free Info & Critique 


www.careerpath. co.uk 


Email: 






















USA/Canada +1 202 4781698 cpamerica@careerpath,co.uk 
Europe +44 20 75048280 cpeurope@icareerpath.co.uk 
Asia / M, East / Aus +66 2 2674688 cpasia@bkk loxinfo.co.th 



















He Senior Associate 
11 c Responsible Business in 


Sn aan Forestry and Land Use 


Salary £28,968 - £36,177 (under review) 


The international institute for Environment and Development airns to 
provide expertise and leadership in researching and achieving sustainable 
development. Its Forestry and Land Use programme works on managing policy 
and institutional change, fostering good private sector forestry and improving 
local livelihoods. 

The programme seeks an experienced candidate to develop and pursue research, J. 
with a particular focus on the means to foster socially and environmentally ~ 
responsible business in forestry and land use. 

ideally educated to postgraduate level in a relevant discipline, the successful 
candidate will have spent at least six years working in business, NGO or policy 
organisations, in countries preferably including Africa, Asia or Latin America. 
Fluency in English is essential, and working knowledge of Spanish or Portuguese 
would be highly desirable. A 
For further details and an application form, please write to the Personnel 
Department, HED, 3 Endsleigh Street, London, UK WC1H ODD; fax on +44 
(0) 20 7388 2826 or email on Personnel@iied.org Details are available at 
www. iied.org CVs will not be accepted. Closing date: 29th January 2001. 


HED aims to be an equal opportunities employer. 





























Vacancy Announcement 00/016 
BUILDING THE BASIS FOR A STATE STATISTICAL SYSTEM 
IN BOSNIA AND HERZEGOVINA 


Bosnia and Herzegovina is in the process of upgrading its statistical capacity. with a major focus on the area 
af household data. Co-funded by the Government of Bosnia and Herzegovina, the Government of Japan. 
the Department for International Development of Great Britain (DFID) and UNDP, the Project "Building 
the Basis for a State Statistical System in BIH”, in the duration of 2.5 years will be executed by UNDP and 
implemented by the Institates of Statistics of the Federation of BiH and Republika Srpska as well as the 
Bosnia and Herzegovina’s State Agency for Statistics. The following surveys/activities will be carried out 
hy the project, 

G) Living Standards Measurement Study Survey (LSMS) 

(ii) Household Budget Survey (HBS) 

did Labour Force Survey (LFS) 

(iv) Work on creating linkages between data producers and data users (policy makers} 

{¥) Training on analysis of data 


CHIEF TECHNICAL ADVISOR 
Chief Technical Advisor to be based in Sarajevo, with regular and frequent travelling to Banja Luka, will 
be sesponsibhe for: 
Providing technical assistance to the three statistical organisations in BiH and other local institutions 
involved in this project in the areas of survey design, organisation and implementation for LSMS and 
LPS, basis analysis and the uses of survey data; 
Co-ordinating with the Directors of the Project in cach statistical institution concerning the tasks and 
activities of the survey teams, 


Designing and generating questionnaires in Close cooperation with the World Bank and the Italian 
National Institute of Statistics (Estat); 
Producing materiais for the pilot test and the actual LSMS survey; 


Participating in the preparation and revision of questionnaires, manuals and supervision tools as well 
as in the preparation and carrying out of the data collection and data entry activities; 

Participating in the preparation and carrying out of the training of supervisors and interviewers for the 
surveys, and in finalising the sample for the LSMS: 

Preparing monthly brief progress reports to UNDP, World Bank, DFID and Istat. 


Qualifications and Experience 

Atleast five. years of experience with the design and implementation of complex household surveys (such 
as LSMS [preferred], DHS. Income and Expenditure Surveys). Experience in working with international 
institutions such as the World Bank, United Nations. etc., governments and statistical institutes. Formal 
Qualifications: University level, preferably with graduate training in economics or statistics. Languages: 
Fluent spoken/written English. 

Salary and Conditions 

A competitive salary with the usual terms and conditions of UN professional contracts. Initially for one 
year, extendable, subject to performance assessment and relations with officials of the project as well as to 
availability of funds. 

Applications 

‘Applications no later than 20 January 2001, stating reference CTA BIHAWAMN, Postal Address: Resident 
Representative, UNDP BiH, Marsala Tita 48, 71000-Sarajevo, Bosnia and Herzegovina, Fax: (+387) 33 
&508ly E-mail. registry @undp.ba. More information and: fall Terms of Reference are available on the 
UNDP web site: sewwands ba, 





SALE OF GOVERNMENT SHAREHOLDING 
IN THREE SUGAR COMPANIES 


The Public Enterprises Reform Commission (PERC), on behalf of the 
Government of Sri Lanka, invites Expressions of Interest for the 
purchase of the Government's Sharcholding in the following three sugar 
companies. 


© Pelwatte Sugar Industries Ltd (PSIL) - Majority Owned 
© Sevanagala Sugar Industries Ltd (SSIL) - Fully Owned 
© Hingurana Sugar Industries Ltd (HSIL) - Fully Owned 


The three sugar companies have a total extent of over 20,000 Hectares 
under sugar cane cultivation inclusive of out grower schemes. The 
combined crushing capacity of all three companies exceed 1.1 million 
Metric Tons per annum. Total production amounts to approximately 
15 per cent of the sugar market in Sri Lanka. The present trade policy 
provides approximately 15-20 per cent tariff protection to the industry. 


Potential investors must have a sound financial background and 
experience in the management of large-scale plantations. Previous 
experience in the sugar industry would be an added advantage. 





The format for Expressions of interest is available from PERC, or at 
www.perc.govik, Expressions of Interest in this format should be 
received by PERC before 31st January 2001, addressed to: 


Director General 
Public Enterprises Reform Commission of Sri Lanka 
Level 11-01, West Tower, 
World Trade Centre, Echelon Square, 











Colombo 01, Sri Lanka. 
Tel: 346831 Fax: 326116 
PERC E-mail:dg@perc.gov.lk 
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TENDERS _ 


PANAERION 


ENGINEERING, PROCUREMENT AND CONSTRUCTION OF PLATFORMS 
GAS PLANT AND ONSHORE AND OFFSHORE PIPELINE 


REPUBLIC OF TANZANIA 
PROPOSED SONGO SONGO GAS DEVELOPMENT 


Invitation for Prequalification 


This invitation for prequalification follows the general procurement notice for this project that appeared in Development Business No. 545 of 31st 
October 2000. 


The Government of the Republic of Tanzania has applied for a credit from the International Development Association (IDA) in the amount of USD 
175 million equivalent toward the cost of the Songo Songo Gas Development, and it intends to apply part of the proceeds of this credit to payments 
for the Gas Processing and Marine Pipeline Engineering, Procurement and Construction Contractor, Lot 1, Contract No. J494-99; andthe Land 
Pipeline Engineering, Procurement and Construction Contractor, Lot 2 Contract No. .J494-100. In addition the Government of the Republic of 
Tanzania has requested a loan from the EIB to jointly part finance the Songo Songo Gas Development Project. Songas (the proposed private gas and 
power utility) intends to prequalify contractors and/or firms for: 


* Lot 1: Gas Processing and Marine Pipeline Engineering, Procurement ¢ Lot 2: Land Pipeline Engineering, Procurement and Construction 
and Construction Contractor; Contract No. J494-99; Contractor; Contract No. J494-100 


a) Three shallow water marine platforms a) Approximately 207 km of land pipeline NPS 12 with an 

b) Three offshore and two NPS 6 flow lines from the three offshore option of NPS 18 from the land fall at Somanga Funga to Dar 
wells and two onshore wells to the Gas Processing Plant on es Salaam. 
Songo Songo Island. b) Approximately 16 km of NPS 8 with an option of NPS 10 

e) A 70 MMscf/d Gas Processing Plant on Songo Songo Island. pipeline from the Ubungo Power Plant in Dar es Salaam to 

d) Approximately 25 km of offshore NPS 12 with an option of NPS the Wazo Hill cement plant north of Dar es Salaam. 
18 pipeline from the Gas Processing Plant to the land fall at c) Metering and pressure reducing stations at the Ubungo Power 
Somanga Funga. Plant and Wazo Hill cement plant. 


Interested organisations may apply for prequalification for either Lot 1 or Lot 2 or for both lots. Songas intends to prequalify contractors and/or firms 
for engineering, procurement and construction of platforms, gas plant and onshore and offshore pipeline. Songas is a majority privately owned 
company responsible for the construction, management and operations of the project. The AES Corporation and PanAfrican Energy Ltd. are the 
sponsors of the project. 

It is expected that invitations to bid will be made in March 2001. 


Prequalification will be conducted through prequalification procedures specified in the World Bank's Guidelines: Procurement under IBRD Loans 
and IDA Credits, January 1995 (revised January and August 1996 and September 1997 and January 1999), and is open to all bidders from eligible 
source countries, as defined in the guidelines. 


Interested eligible bidders may obtain further information from and inspect the prequalification documents at the AES Sirocco Ltd. and PanAfrican 
Energy addresses below from 0900 to 1700 hours Monday to Friday. A complete set of prequalification documents in English for either lot 1 or 2 or 
both may be purchased by interested bidders on the submission of a written application to the addresses below and upon payment of a non refundable 
fee of 100 US$ for each lot. The method of payment will be by cheque payable to AES Sirocco or PanAfrican Energy, wire transfer or cash. AES 
Sirocco Ltd. or PanAfrican energy will send the prequalification documents by courier unless otherwise requested. 


The prequalification documents will be available on January 15, 2001. Applications for prequalifiation should be submitted in sealed envelopes, 
delivered to the addresses below by March 1, 2001, and be clearly marked " Application to Prequalify for Lot 1; Contract No. J494-99 (Offshore 
pipeline and Gas Plant EPC) or Lot 2; Contract No. J494-100 (Land pipeline EPC) or both lots 1 & 2”. 


AES Sirocce Ltd, Or PanAfrican Energy 

18 Parkshot P O Box 332 

Richmond-upon-Thames Sir Walter Raleigh House 

TW9 2RG 48-50 Esplanade 

United Kingdom St. Helier, Jersey JE4 9YA 

Tel: (44-20) 8334-5300; Fax: (44-20) 8940-1170 Channel Islands 

Attn: Tariq Khan Tel: (44) 1534 700 900; Fax: (44) 1534 700 901 
Attn: Jeff Goodrich 
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KUWAIT CLEARING COMPANY 
KUWAIT’S CENTRAL DEPOSITORY INVITES TENDERS FOR NEW SYSTEMS 










KCC (Kuwait Clearing Company) is a financial company owned by leading Kuwaiti financial sector 
organisations. it provides a full range of depository services at investor level. It wishes to replace its current 
IT systems (hardware and software), in order to offer even more services and to cope with developments in 
the Kuwaiti capital markets - and potentially in regional markets. KCC seeks a “one-stop” supplier, who may 
however be the leader of a consortium - and one with demonstrable expertise in depository services. 






Qualified suppliers are invited to apply for KCC’s Request for Proposals, which is available on payment of 
USD 1,500 and on submission of an appropriate Statement of Qualifications. The latter document should list 
other depositories using the products of the supplier(s). The RFP will not be issued to unqualified suppliers. 






Apply to: 
RFP Request 
General Manager, Kuwait Clearing Company 

6th Floor, Kuwait Stock Exchange Building 

Mubarak Al-Kabir Street 

P.O. Box 22077 

Safat 13081 

KUWAIT 

Telephone number: (965) 246 7867/8 & Fax number: (965) 246 9457 
Or by email: kclear@qualitynet.net 















TRAVEL 














EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


C RO S S Al R For further information contact your local travel agent 
à or, +44 845 607 3000, www.crossair.com 
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BUSINESS & PERSONAL 


r our superb brochure 


Tel: (+44) 








| Offshore Companies, Banks, 


www. tineH: / 
ae Re oyar cem | Trusts, Foundations, Bank As 


020 7272 5469 
Fax: (+44) 020 7272 6184 


a www. tuscanynow.com 
brochure@tuscanynow.com 








www.KTCGalleries.com www.global-money.com 








ua I i t CUT THE COST OF YOUR 


H STAY IN LONDON 
Villas 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
satellite TV., central heating, elevator, maid 
service, resident manager. Suit 1-2 persons. 







EXCEPTIONAL OPPORTUNITY 






Leading Greek Law office is interested to pursue an association with and/or a take-over by an 
International Accounting Group or a European or American Legal Organisation interested to 
enter the Greek c.q. European Market. 






The Office in question has been established for many many years and enjoys an excellent 
reputation, 80% of its turnover is generated by regular chems who include Commercial Banks, 
Embassies, Large and Medium Commercial Entities, Shipowners and related organisations ete. 






Brochure by Air-Mail: 
Knightsbridge Service Apartments 
45.Ennismore Gardens, 


‘Che , maid, ‘babysitter vailable London. SW7 1AQ. Two offices are maintained and about 15 lawyers are employed. Operations have been 
www.quality-villas.co.uk TEL: 020 7584 4123 consistently profitable and the Office disposes ofan- excellent legal brary. 
a A 020 TROA DODE. uk Replies of interested parties should be gddressed to 


01442 870055 












$ pr 4d. Pirgrus 1X s, i 
www.ksflats.demon.co.uk PO. Bax 80264, Piracus 18310, Greece. 
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Beyonc 


Especially when it comes to first hand 
news and listening pleasure from 
around the World. Now with a high- 
tech titanium look! The Grundig YB 400 
Professional Edition has power to 
scan and lock on to even the weakest 
shortwave signals with rock-solid 
digital precision. Power to pull in FM 
stereo (with earphones) and favorite 
AM news, sports and talk shows. 
Power to please with crystal-clear, 
German-engineered Grundig sound. 
Packed with features like autoscan 
digital tuning to hear news in English 
anywhere in the world. SSB reception 
of ham radio, aviation, and high-seas 


Please send 
OVISA [C MasterCard () Discover 


Internet 


If you like surfing the internet, 
you'll love cruising the world with YB 400PE. 


SOHSSSSSEHEHSESSHSHEEHEHSSEEESESEESHSSESOEESESEDE 


The Grundig YB 400PE FM Stereo / AM / Worldwide Shortwave 
To order, CALL TOLL-FREE: 1-800-793-6542, ECON4 


Grundig YB 400PE Radio(s) 


C American Express 
check for $199.95 plus $10 shipping and handling, a total of $209.95 for each radio.* 
* CA orders add 8.25% sales tax. Canadian orders 7% GST. Payment in USS. 

Credit cards: applicable sales tax will be billed with shipment. Allow 2-4 weeks for shipment. 
Fax 1-650-361-1724 — Email: grundig@ix.netcom.com 


communications. Dual digital clocks 
with radio and beeper alarm. Built-i 
easel stand. Gift-boxed with deluxe 
travel pouch, stereo earphones, 
external antenna, even a nine volt AC 
adapter. Enjoy at home and abroad. 
Order yours today. Size: 7.75 L X 45° H 
X 1.5” W. Weighs only 21 ounces. 
Grundig offers a 30-day money-back 
refund of the purchase price, exclusive 
of shipping and handling, and a one- 
year warranty. For information on all 
Grundig radios, visit our web site: 
www.grundigradio.com 


GRUNDIG 


O Instead, | enclose a 





Credit Card No. 


Name 


[please print clearly Expiration Date 





Street address 





City _ 


State __ Zip. 





Signature __ 





Daytime phone (__ D ) 





We cannot ship to a P0. Box. RA 
Grundig Direct, 3520 Haven Ave., Unit L, Redwood City, CA 94063 
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APARTMENTS IN 
LONDON & EUROPE 


EURACOM 


TEL +4420 7436 3201 
FAX +4420 7436 3203 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315 - 317 REGENT ST LONDON W1R 7YB UK 
www.minerva-press.co.uk 


SOVEREI 





www.euracom.co.uk 


Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 
savings in tax. We provide a full range of onshore 


VISIT OUR WEBSITE: 
SovereignGroup.com 


and offshore services designed to save tax for 
you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 


value of your assets. 


business 
& personal 


tax solutions 


HONG KONG: Stuart Stobie 
Tel +852 2542 1177 

Fax +852 2545 0550 

hk @SovereignGroup.com 


U.K.: Simon Denton 

Tel +44 (0)20 7479 7070 
Fax +44 (0)20 7439 4436 
uk @ SovereignGroup.com 


U.S.A.: William H. Byrnes 
Tel +1 (305) 474 2468 

Fax +1 (305) 474 2469 
usa@SovereignGroup.com 


LONDON - Jon Dixon 
Tel: +44 20 7317 0650 
Fax: +44 20 7317 0651 
LUXEMBOURG - Eveline Karis 
Tol: +352 224 286 
Fax: +352 224 287 
ee ~ Jenny Kumpulainen 
: +358 9 6969 2569 
fog +358 9 6969 2565 
HUNGARY - Laszlo Kiss Bsc (Econ) 
Tel: +36 1.351 9959 
Fax: +36 1 351 9958 
CYPRUS - Anastasia Yiannakou msa 
Tel: +357 2 673 211 
Fax: +357 2 673 463 
MADEIRA - D Fiske De Gouveia 
BSC MBA, MSI, MM CIA LOA 
Tel: +351 291 201700 
Fax: +351 291 227144 
SINGAPORE - Florence Nathan Acs 
> Tel: +65 535 3382 
Fax: +65 535 3991 
HONG KONG - Raymond Choi 
$ MBA MUA (Dip) 
Í Tel: +852 25220172 
| Fax: +852 25211190 
USA - AICS Ltd - Kevin Mirecki 
Tel: +1 714 979 3344 
Fax: +1 714 979 3300 


Freephone From UK: 
0800 269900 


Freephone From USA: 
1 800 283 4444 


WwWwWwwWwW.O0Ocra.com 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 


FOR OUR 110 PAGE COLOUR BROCHURE CONTACT 
CW Forster (Director) 


WA. 


WORLD WIDE 
Grosvenor Court, Te 
Isle of Man, IM8 134, 


TEL: +44 1624 815544 
FAX: +44 1624 817080 


E-mail: economist@oecra.com 


” ALL MAJOR 
CREDIT CARDS | 
ACCEPTED 4 
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BUSIN JSINESS & PERSONAL 


o OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 








The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
_most competitive rales currently available by ali licensed a onal firm. 


OFFSHORE 
CREDIT CARDS 


AVAILABLE BY EUROPEAN BANK 


FAX APPLICATION TO BANK 
+90 392 227 53 77 
e-mail: apply@fmb-cards.com 

















EWY ike anadi 


Free online consultation, 24 hours S pës 






;5 AND TRU 
COMPANIES AND TR 


International Calls Cost Up To 
85% Less In the New World. 


7 Fyou re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
. Save you up to 85% on all international calls. 


To the U.S. and U.K, ^s a true callback innovator, New World | 
From tenia provides state-of-the-art voice communica- 


tions and the lowest possible rates for all | 
international calls originating outside the | 
United States through callback. 

Now you can call anywhere in the world 

at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular pie Call 
today and be calling globally at 85% less 

the day after tomorrow! 


Call Today! 1-973-438-1800 


1402 Teaneck Road, Suite 114 
NewWorld 


Teaneck, New Jersey, l JSA 07666 

Fax: 1-201-287-8428 
telecommunications He lelp@cust. newworldiele. com 
wwwnewworldiele.com 





LON! DON: 
90-100 Sydney SL, Chelsea, 


27-29 Lower Pembroke St, 
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nn friendly advice , please contact: y 


LONDON: Janson Lotery 8.Sc (Hons) DUBLIN: Peter Murphy 8.Comm (Hons) 
Tel +44 (0 207352 2274 Tek: +353 (0) 1 662 1388 
Fax: +-44-(@) 20 7795 0016 Fax: +353 (0) 1 662 1554 

E-mail: Janson@scfgroup.com E-mail: pmurphy@scfintl jolie 





Londen SWG 6AL 
DUBLIN: 


Dublin 2, ireland 








_ The | 
Economist 





TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 






Will Wilkinson, London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
Email: willwilkinson @ economist.com 














Stephen Welch, New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 

Email: stephenwelch @ economist.com 








Laurence James, Hong Kong 
Tel: (852) 2585 3232 
Fax: (852) 2598 1677 

Email: jaurencejames @ economist.com 






















BUSINESS 
CANADIAN BANK ACCOUNT & OPP PPORTU NITIES 
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ber, bringing the 12-month growth rate down to 3.8%. In Japan, industrial output declined by 
0.8% in November, cutting the annual increase to 3.2%. The unemployment rate edged up, to 
4.8%.In France, the unemployment rate dropped to 9.2%, the lowest since March 1991. 










































































| OUTPUT. DEMAND AND JOBS Industrial production in the euro area fell by 0.1% in Octo- | 








COMMODITY PRICE INDEX 
Last year the Organisation of Pe- 
troleum Exporting Countries (opec) sought 
| torestrain the rise in oil prices by increasing 
production on four occasions. In all, output 

























































































*Not seasonally adjusted Taverage of latest 3 months compared with average of previous 3 months, at annual rate. 
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— Stns. r sye, 2000. 20%. Smt. year ‘year test eee vember, oil prices have fallen by a quarter, 
i A : i : 3 - 0: 16 Nov £ + 
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United States +22 +5293 +52 +30 +23 +47 Nw +60 oct 40 Nw 41 
Euro-11_ +28 + 34 tA 429 +38 +38 Oh Ch ji. BR eee, OG. (gee te yg *% changa on 
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in October. 8Sep-Nov | Dollar index JEg 7 
PRICES AND WAGES Consumer prices fell in November by 0.2% in Japan, leaving them 0.5% Mites = ae z 2 znd 
lower than a year earlier. Inflation remained at 2.7% in Italy in the12 months to December, butit | = aus at 
slowed to 2.2% in Germany. Japanese workers suffered a nominal pay cut of 0.5% inthe yearto | ay 343 441i 729 17 ~ BA 
November, but in real terms that meant they were no worse off. “Nat 673 677 665 -33-72 
% change at annual rate The Economist poli _Metals_ _803 795 78.3 = 06 ~ 58 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings Sterling index 
g 3 mths? 1year 2000 2001 3 mths? 1 year 3 mths? 1 year | allitems 783 779 767 ~ 31 +82 
Australia s8 +61 +47 +37 +80 +72 @ +67 +6593 | Food EZA 77.2 766 - 16 +130 
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Spain wt AQ + 4.1 Now +34 +27 +65 + 57 Nw + 3:2 + 24 Q3 $peroz 269.85 27350 27060 - 02 - 38 
Sweden Sanie na +17 Now +13 +18 _— +66 +48 Now -56 + 3.7 Sep | Crude oil North Sea Brent i PEE 
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E SWITZERLAND The Swiss economy is 








estimated to have grown by more than 3% 
in 2000, its best performance in ten years. 
The orcp expects the expansion to con- 
tinue, with growth of 2.4% in 2001 and 2% in 
2002. The upturn has helped to cut unem- 
ployment sharply, from over 5% of the la- 
bour force in 1997 to 2% in 2000, the second- 
lowest among o£cp countries—and much 
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% change on a year earlier 


| Current-account balance 


$bn 











lower than the 9% average rate in the euro 
area. But further improvements in Switzer- 
land’s labour-market flexibility should pre- 
vent this low jobless rate from sparking off 
higher inflation. Consumer-price inflation 
is forecast to stay below 2% over the next 
two years. Switzerland will continue to run 
a current-account surplus of around $30 
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% ‘change ona year earlier 
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billion a year, one of the largest among 
OECD countries. 

















INOMIST OM 








THE EGQNOMIST JANUARY 6TH 2001 

















FINANCIAL IN DICATORS — 











MONEY AND INTEREST RATES america’ s 's Federal Reserve made a surprise half-point cut in | 
its target for the federal-funds rate, reducing it to 6.0%. The decision, made between scheduled 
meetings, was the first reduction since late 1998 and the first half-point cut since 1992. 

_ Money supply* 


interest rates % p.a. (an 3rd 2001) 













































over- 3-mth money j market banks 2-year 10-year gov't corporate 
prime gov't bonds latest? year ago bonds 
900 5.05 533 700 «6.77 
700 520 466 575 592 
750 508 540 650 7.04 
488 500 569 72 
040 165 170 230 
418 468 580 456 
3.09 338 358 424 
w 650 632 487 512 68l 712 
33 f 432 466 542 563 











| 

pe Trance 4. 82, Germany 4.66, t iy 5.13 neeme Japan No. 226 1.63, US 30-y -year 5.47 ¥ Germany for prime and bonds, 

| *Narrow: M1 except Britain MO, broad: MZ or M3 except Britain M4. Sources: Commerzbank, Den Danske, }.P. Morgan, Royal Bank of Canada, Svenska 
| 

| 





Handelsbanken, Warburg Dillon Rear, WEFA Group, Westpac, Thomson Financial Datastream Rates cannot be construed as banks’ offers 
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| STOCKMARKETS Most stockmarkets Started the year fretting over the outlook for dhe Ameri- 


can economy. The tech-heavy Nasdaq Composite slumped by 7.2% toa 22-month low on Janu- 
| ary and, but it rebounded the next day by a record 14.2% after the cut in American interest rates. 































































































Market indices % change on 

2000-01 “one one record Dec 34st 1999 
| Jan 3rd “high week year high intocal in$ 
ene eee e ET es eae ene ___turrency _ terms 
| Australia (Ail Ordinaries) 3,1805 3,330.4 29200 + 02 +42 - 45 +09 -133 
| Austria (ATX) 10522 1,236.1 1,029. 4 >15 -118 -394 -122 -171 
| Belgium (Bel 20) 3,0277 3,3404 25322 +08 -10 -178 - 94 -145 
| Britain (FTSE 100) _ 6,039.9 69302 59946 - 29 - 76 -128 -128 -186 
Canada (Toronto Composite) 8,937.8 11,3888 81142 + 09 4101 -215 + 62 + 30 

| Denmark (Copenhagen SE) au 8B 1,039.0 755.1 + 18 +208 = 12.2 +17.7 +108 
| "3,620.1 4.3907 3,5128 - 28 + 26 -176 - 50 -104 
Germany (Xetra DAX) 64350 8,0650 62007 + 17 -10 -202 -75 -128 
Italy (BCI) 7,844.3 21823 16664  - 30 +96 -155 +15 - 42 
Japan (Nikkei 225) 13,785.7**20,833.2 13,4232 = 14 -2357 -646 -272 -345 
ov Fopix) O 837e 25076 1,2552  - 08 -223 -555 -255 -330 

, Netherlands (EOE) _ — E 639 7016 624 -o8 -04 -i02 -62 -115 
| Spain (Madrid SE) 888.8 1,146.2 8579 +13 -67 -225 -119 -169 
4,558.5 6,960.6 4,5585 - 52-119 -345 -171 -2 

81189 8,3770 67814 + 04 +131 -35 +72 + 69 

10,9458 11,7230 9,7960 + 13 -16 - 66 - 48 - 48 

13476 15275 12647 + 14 - 39 -118 - 83 -83 

26166 5.0486 2.2919 +30 -325 -482 -357 -357 

Europe (FTSE Eurotop 300)" 1,499.4 17,7050 1,4725 - 20 +15 -121 -53 1107 
Euro-11 (FTSE Ebloc 100)" 13573 1,5505 12777 - 16 +58 -125 -20 - 75 
World (MSC) 1,2275 1,4488 11782 +07 -97 -153 na -136 
World bond market (Salomoni 4469 4425 4148 + i0 + 13- - 28 nma + 22 


Salomon Smith Bamey Wor id Government Bond tndex, total retum, in dollar tern "Dec 204 $ 








@ BOND MARKETS Last year was a poor 
one for investors in equities, but those who 
put their money in government bonds did 
better. After a rotten 1999, the total return 
{interest plus capital gains) on bonds was 
7%or more in local-currency terms in every 
country in the chart barring Japan. The ef- 


fect of the strong dollar for most of the year | 


is clear. The returns for American investors 
in European bonds were wafer-thin. Dol- 


| lar-based investors lost in Sweden and still 


more in Australia and Japan, a striking con- 
trast to 1999, when Japanese bonds re- 
turned almost 16% because of yen strength. 


The real winners in 2000 were Europeans | 
who bought American Treasury bonds, | 


and benefited in euro terms from both high 
local returns and the strong dollar. 





























TRADE, EXCHANGE RATES AND BUDGETS The euro reached a five-month high against the 


dollar and a ten-month peak against the yen. 


In trade-weighted terms, the dollar fell by 0.8%. The euro area’s current-account deficit narrowed to $21.9 billion in the year to October. The 
Swiss trade deficit widened to $1.1 billion in the 12 months to November; Sweden’s trade surplus shrank to $14.6 billion. 




































































-Trade balance*, $bn_ Current account — Exchange rate ig ass es Cuen UNIS Ses Budget 
latest latest 12 $bn The Economist poll trade-weighted* per per per per balance 
month months latest 12 mths % of GDP, forecast Jan 3rd year ago $ £ 
2001 Jan3rd  yearago č 
Australia “3.6 754 818 1.78 152 2.68 
-23 100.5 0 146183 REE 
42 99.4 100.2 427 390 642. 4 
18 1055 106.7 0.66 0.61 ee 
1.0 734 805 150 145. 225 
13 102.1 1026 7.89 ~ na 
22 102.2 103.2 6.94 
+ 4.70 ox +e 574 991 100.3 2.07 
aoa RI 737 2048 1874 3 
143.7 1520 ma 
38.4 992 2.33 
745 75.0 776 
739 826 9.46 
1091 1044 16} 
1126 1043 - 
810 832 1.06 








* Merchandise, Australia, Britain, Frant France, Canada, japan and United States imports fob, exports rts fob. All others cifffob. 119902100, Bank of England. FoEC! 
5Not seasonal y adjusted 
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E GROWTH PROSPECTS The world econ- 
omy will slow in 2001, according to the lat- 
est forecasts by the Economist Intelligence 
Unit, a sister company of The Economist. 
Global output will rise by 3.4%, down from 
4.2% in 2000, which was the fastest increase 
since 1984. All developing regions will grow 
faster than Western Europe and North 
America, where growth will slacken pri- 
marily because ofa slowdown in the Amer- 
ican economy. Growth will be fastest in the 
Middle East and North Africa, where out- 
put will rise by 4.4%, as the higher oil reve- 
nues earned over the past year boost public 
and private spending. In Asia and Austral- 
asia, output will rise by 3.9%, with a sluggish 
Japanese economy offsetting rapid growth 
in China and India. Growth among de- 
veloping regions will be lowest in sub-Sa- 
haran Africa, but at 3.3% it will still be just 
higher than in North America and Western 
Europe. However, Gpp in Zimbabwe will 
fall by almost 3%, the worst performance of 
any country in the survey. 






































ECONOMY Consumer prices in Hong Kong dropped by 2.0% in the year to November—the 
25th consecutive monthly decline. In the same period, industrial output rose by 17.1% in Singa- 
pore, 6.4% in South Korea and 1.6% in Taiwan. A surge in exports, up by 20% in 2000, contributed 
toa larger-than-expected trade surplus of $12.1 billion in South Korea. 

























































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer “Trade Current “Latest Year ago 
production prices balance account 

China + 82 93 +10.6 Nov + 1.3 Nov +26.3 Nov +15.7 1999 160.1 sep. 154.7 
Hong Kong +104% -Oio - 20m  -10.6nw +92% 104.2 nw 921 
india +72 + 660t + 27nw -830a -560 35.5 nov 320 
indonesia 451a 438408 + 9400  +3050a +6201 290 Nw 263. 
Malaysia P77 420600 + 19n +168 No +113 2 30) oa 300 
Philippines + 48 B +21.0 ot + 6.0 Nov + 58 0a + 91 Aug 13.0 Se 127 ~ 
Singapore +1043. +171 Now + 1.8 00 1 2. 
South Korea +9203 + 64 Nw + 3.2 dec 
Taiwan +6603 + 16Nv + 2.3 Nov 
Thailand +2603 -20Nv + 13 Dec 
Argentina — + 08 %2 -5.1 oa - 0.7 Nov 
Brazil + 45 93 + 7.2 ot + 55 Nov 
Chite + 5.8 33 + 5.2 ot + 4.7 Now 
Colombia + 3.193 +10.3 ot + 8.8 Now \ 
Mexico + 70 a +73% + 89 Nov 
Peru +0200 + 0800 + 4.0 Nw 
Venezuela +3303, na + 14.2 Nov 14.3 oct 
Egypt + 65 2000" + 9.4 2000* + 2.6 Sep 13.4 Aug 16.1 
israel +73% +1600 + Ol Nw “22.0 sw 21a 
South Africa +4503 +3808 + 7l Nw + 26% -O7 61 oa 5.9 
Turkey + 7.493 +13.2 Oct + 39.0 De 24.3 sep 23,7 
Czech Republic + 2.2 93 + 9.0 ot + 4.3 Now 12.3 Nov 12.7 
Hungary +4603 +163 00 + 10.6 Nov 101 oa 10.2 
Poland +5209 +7200 + 93 nw TE 26.1 oa 248 
Russia +7903. + 76Nw + 198Nv +573 00 +3140 22.3 oa Tt 


*Excluding gold, except Singapore: IMF definition t1999. *Year ending June, **New series 





FINANCIAL MARKETS Moscow fell by 6.3% to a 12-month low, affected by the global slide in 
technology shares. Tel Aviv fell by 6.2% on worries about the failure of the peace talks. Manila 
fell by 3.1% on January 2nd after a spate of bombings. But the Fed’s cut in interest rates revived 
most Latin American markets: Sao Paulo soared by 7.6% on January 3rd. 






































































































Currency units _ Interest rates Stockmarkets % change on 
per $ perf short-term Jan 3rd Dec 31st 1999 
Jan3rd yearago Jan 3rd % p.a. one in local ins 
China 8.28 8.28 12.5 
Hong Kong 7.80 7.78 11.7 
india 46.7 43.5 W3. 
Indonesia 9,550 7,195 014,370 | 
Malaysia 3.80 3.80 5.72 
Philippines 51.0 402 76.7 
Singapore 1.73 166 2.61 
South Korea 1271 1,135 1,912 
Taiwan 334 30.7 49.7 
Thailand 43.6 372 65.6 
Argentina 1.00 1,00 1.50 
Brazil 1.94 186292 
Chile 574 529 863 | 
Colombia 2,231 1919335613833 | 
Mexico 983 957 148 5,857.5 
Peru "382 3.52 53 1,200.2 
Venezuela 699 651 1,052 6,8396 
Egypt 3.88 3.42 5.84 j 
Israel 4.09 417 65 
South Africa 750 609 n3 
Turkey 666,120 536,730 1,002,311 | 
Czech Republic 37.3 35.1 561 : 
Hungary 280 246 42. 
Poland 4.11 4.13 6.19 
Russia 28.6 27.3 43.0 





*inflation-adjusted. tin dolfar terms, 


Sources: National statistics offices, central banks and stock exchanges, Thomson Financial Datastrearn, EIU; Reuters, Warburg Dillon Read, 1.P Morgan, 
Hong Kong Monetary Authority; Centre for Monitoring Indian Economy, HEL; EFG-Hermes; Bank Leumi Le-trael; Standard Bank Group; Garanti Bank; 
Deutsche Bank: Russian Economic Trends, 
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Bolivia's coca crop 


Sir—For a newspaper usually 
critical of current international 
drug policies, it must be hard to 
admit that Bolivia could make 
such a success of narcotics control 
(“Coca’s second front”, January 
6th). Your honest report of how 
this country dismantled a large il- 
licit-drug industry capable of 
churning out 250 tonnes of co- 
caine a year deserves praise. 
When President Hugo Banzer un- 
veiled his national drug plan 
three years ago there were few 
believers. He succeeded where 
others have failed mainly because 
his strategy was embraced by the 
majority of Bolivians despite their 
many other social problems. At- 
tention now focuses on how best 
to consolidate the results in Bo- 
livia. Now that the ability to en- 
force drug law is firmly in place, 
the answer lies in further de- 
velopment, for which Bolivia still 
needs international support. 
Alternative development is al- 
ready widespread in Chapare, 
reaching some 50,000 people on 
12,000 hectares of land—nearly 
40% of the region’s population 
and 50% of land suitable for com- 
mercial activity. You are right that 
replicating this success in Yungas, 
where alternative development 
projects are also essential, will not 
be easy. You are wrong that such 
projects failed in the past. They 
were discontinued in the late 
1980s when Bolivia’s substance- 
control law allowed cultivation in 
Yungas of 12,000 hectares of coca 
intended for traditional uses. 
Yungas's organic coffee and agro- 
forestry have enormous potential 


for growth. In the late 1980s, the 
UN introduced the coffee varieties 
that thrive today, repaired most 
of the roads to carry traffic all 
year round, built the region’s best 
hospital and created a $5m re- 
volving community-credit system 
that still operates. 

You say that alternative de- 
velopment is providing much less 
employment than coca; but this 
compares a licit activity with an 
illegal trade. A better question 
would be whether alternative de- 
velopment can be made to deliver 
a decent livelihood to ex-coca 
farmers. The answer is yes. 

PINO ARLACCHI 
Executive director 
un Office for 
Drug Control and 
Crime Prevention 
comm | 





Zero tolerance 


Sır—The Economist has not yet 
suggested “zones of tolerance” for 
killers, child abusers, drug traf- 
fickers, muggers or burglars, yet 
that is what zones of tolerance for 
prostitution would promote (“It’s 
their business”, January 6th). The 
street vice trade is inextricably 
linked with organised drug crime 
and other offences, and the law 
must be equally enforced against 
all offenders. Only residents who 
have experienced the misery 
caused by street prostitution will 
understand the degradation, de- 
basement and violent abuse of 
the prostitutes themselves. 

The Home Office is right to 
keep kerbcrawling, which feeds 
the trade, as an arrestable offence 
and should consider criminalising 
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street prostitution. Only the igno- 
rant, or those who use or benefit 
from street vice, would condone a 
return to the Victorian hypocrisy 
and double standards that toler- 
ated the abuse of women and en- 
dorsed child prostitution. 

Birmingham IsABELLA KNIGHT 








Alpha plus 


Srr—You state in your technology 
quarterly that the lowly rc oblit- 
erated the Alpha processor after 
Compaq’s merger with Digital 
Equipment Corporation (“In 
praise of disruption”, December 
gth). Not so. Compaq’s Alpha 
technology and our rc business 
serve different markets. More- 
over, Compaq is much more than 
a pc company. What you call the 
lightning-fast Alpha processors 
and rock-solid software remains a 
multi-billion dollar business. Our 
Alpha processors provided the 
computing power to produce the 
first map of the human genome. 
Compaq’s Alpha technology won 
the contract to construct Europe’s 
largest supercomputer. Jointly 
with Samsung, we invested a fur- 
ther $500m in the Alpha proces- 
sor, and agreed with 18m to de- 
velop advanced copper-chip 
technologies for the processor. 

The Alpha processor is not a 
victim of disruptive technology 
but a driving force behind future 
technologies. Indeed, Compaq's 
Alpha systems are revolutionising 
business-critical computing. They 
set the standard for cluster-tech- 
nology units of servers that are 
scaleable, available and easy to 
deploy. As you say, to be fore- 
warned is to be forearmed: words 
such as obliterate should always 
be used with care. 

WERNER KOEPF 
Chairman and cro 
Compaq Computer 

International 


Bush the delegator 


Sirn—Regarding the “prime-min- 
ister-elect” (Lexington, December 
23rd), have you considered the 
implausible proposition that 
some politicians are better man- 
agers than others? Ronald Reagan, 
for example. He was not one of 
the most intellectually gifted of 
presidents, but he was one of the 
most effective because he man- 





aged his time and energy by dele- 
gating. Bill Clinton, one of the 
smartest presidents, on the other 
hand, cannot manage effectively, 
whether it is his time or his trou- 
sers. The result: a dubious record 
at best. George Bush may not be 
intellectually gifted nor another 
Reagan but he may well surprise 
his critics by his own abilities as a 


delegator. 

Aiea, 

Hawaii W.M. OSMAN 
Sette ee ann haa See tala seconde A i 


Paying for slaves 


Sır—You discuss the rising de- 
mand that government repara- 
tions be paid to the descendants 
of slaves in America (“The chil- 
dren of slavery”, December 23rd). 
Those who demand such repara- 
tions from the American gov- 
ernment are taking aim at the 
wrong target. Slavery arose in 
America when there was no 
American govemment. Slavery is 
a child of British America. It was 
the British government that al- 
lowed and established slavery in 
its American colonies. America’s 
government ended slavery. Hence 
any reparations should come 
from the British government. 
Marietta, 


CHARLES MILLS 





Chinese checker 


Sır—You say that Douglas Hurd 
speaks “Mandarin Chinese” 
(“Parlez-vous Anglais?”, Decem- 
ber 16th). The proper term for the 
language is Chinese, thus dif- 
ferentiating it from dialects such 
as Cantonese. The word Manda» 
rin is a Portuguese concoction 
dating from their occupation of 
Malacca in the 16th century. 
When they went to China they 
used a derivative of a Malay 
word, manteri, itself based on the 
Sanskrit, mantri, to describe the 
ministers and counsellors they 
met. They called them Manda- 
rim. According to the Shorter Ox- 
ford English Dictionary, Manda- 
rin entered the language in 1589. w 
One of Confucius’s adminis- 
trative priorities on taking office 
was to classify things by their 
proper names. | appeal to you not 
to use the word Mandarin to de- 
scribe the Chinese language. 
Kuala Lumpur UNGKU Aziz 
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-EMU Adviser 


Our clients are market-leading consultants specialising 
in strategic advice on the effects of political and 
macro economic developments on financial flows in 


advisory role focusing principally on European 
Economic and Monetary Union. You will have the 
ability to address complex issues, to present your 


the world's principle market places. They currently 
seek to engage consultants capable of understanding 
and interpreting developments in European Economic 
and Monetary Union, and of providing coherent 
analysis and advice on their strategic implications 
for major institutional investors. 


analyses clearly in written form and to meet 
deadlines. Part-time assignments will be available for 
the right applicants. Salary will be commensurate 
with the importance of the role, 


Please apply in writing enclosing your 
full CV and quoting reference ECO 060101, to 
Samantha Moore, Barkers Response Services, 
30 Farringdon Street, London EC4A 4EA. 


Email: sam.moore @barkad.co.uk 


As the successful applicant, your advice will be 
instrumental in guiding significant asset allocation 
decisions, You will therefore have extensive 
experience and are likely either to have worked with 


distinction ina relevant institution or to have a current Applications will be treated in the strictest confidence. 


SLOUGH 
GLASGOW 


BIRMINGHAM . 
LEEDS . 


BRISTOL . 
LONDON . 


EDINBURGH . 
MANCHESTER . 


BARKERS 


EXETER 
NOTTINGHAM 





INVESTMENT ANALYST 
HEDGE FUND 





London Based 


Our client, a leading international investment bank, is looking to strengthen its highly successful proprietary investment business 
by appointing an analyst to join the pan-European equity investments team, 


As a de-facto internal hedge fund, the business's success has been achieved through combining disciplined investment strategies 
with a diverse mix of investment tools to their optimum potential. 


The successful candidate will be responsible for developing pan-European coverage across a range of industry sectors. The role 
will involve identifying, sourcing and executing investment opportunities in both primary and-secondary markets, listed as well as 
private equity. The role will require the development of relationships with corporate management as well as with specialist industry 
consultants and analysts. 


Candidates will be educated to at least degree, ideally post-graduate level and will have outstanding analytical abilities. They 
should possess a broad understanding of European equity markets as well as detailed financial modelling skills. They should be 
highly motivated self-starters, capable of bringing an additional dimension to the business, who will quickly become a key member 


of the team. Proficiency in a major European language would be a definite advantage. 










This is an outstanding opportunity to join a dynamic, highly profitable business within one of the world’s leading 
investment banks. 


For a confidential discussion please contact Tom Crowfoot or 

Mark Shirley on +44 (0)20 7236 2400. 

Or write to: Sheffield Haworth, 36 Queen Street, London EC4R IBN. 
Or e-mail: crowfoot@sheffield-haworth.com 
WWW.SHEFFIELD-HAWORTH.COM 


sheffield haworth 


Tuireann eaan London Paris Frankfurt 
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$ PUBLIC POLICY CHALLENGES 
“OFFICE, EXPRESSIONS OF INTEREST 


Do you have the skills and imagination to make Britain a better place? The 
government is looking for expressions of interest from high calibre individuals with 
substantial experience in the public, private or voluntary sector who could join a 
team working on strategic solutions at the heart of government, either on 
secondment or on a fixed term contract. 


The Performance and Innovation Unit (PIU) was set up two years ago to design strategic 
solutions for the Prime Minister and Government departments. It primarily works on individual 
projects, using small teams drawn from government and across the public, private and 
voluntary sectors. The unit has already shaped policy on topics as varied as e-commerce and 
the rural economy, the future of the Post Office Network and trade policy. Most of the topics 
are long-term strategic issues that cut across departmental boundaries. 


The PIU brings a distinctive approach to bear, combining rigorous analysis of the evidence; 
extensive consultation, particularly with practitioners; and creative thinking to break out of the 
confines of conventional wisdom. It reports directly to the Prime Minister, through the Cabinet 
Secretary Sir Richard Wilson. There is a strong emphasis on practical results. Most PIU reports 
are published as agreed Government policy and move quickly into implementation. 


Current projects include: privacy and data-sharing; workforce development; resource 
productivity and renewable energy; health in developing countries; the modernisation of 
government loans; and a study on the UK’s readiness for the future. 


The unit has about 50-60 staff at any one time. It is based in Admiralty Arch, just off Trafalgar 
Square. 


We are now looking for high flyers interested in a spell in government. We are looking for. 
potential team leaders and members with excellent analytical skills as well as the ability to 
think creatively, to project manage and to work well in a team. We can offer fixed term 
contracts of up to two years or take people on secondment. New projects are starting every 
few months so we are interested in hearing from you if you may be available for project work 
up to a year from now, as well as immediately. 


Once we have received your application we will quickly notify you whether we think you meet 
our requirements. We will then keep all suitable candidates on a database and send out 
invitations to interview as posts become available. Candidates will be registered on the 
database for up to a year. 


For those who join on fixed term contracts, our salary range is from £30,750 - £47,150 for 
team members and from £42,755 to £75,601 for team leaders. 


For further information and an application form, please contact: 
Teresa Norman: HR Adviser, Performance and Innovation Unit, 
the Mall, Admiralty Arch, LONDON SW1A 2WH, 
Email: teresa.norman@cabinet-office.x.gsi.gov.uk Tel: 020 7276 1467. 
To find out more about the PIU please visit our website at 
www.cabinet-office.gov.uk/innovation. 
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AGA KHAN FUND FOR ECONOMIC DEVELOPMENT — AKFED 


HEAD OF FINANCIAL SERVICES 


Salary to attract the best candidate 


Near Paris, France 


AKFED is an international development agency which promotes entrepreneurship in the private sector by supporting projects in 
Industry, Tourism and Financial Services. AKFED wishes to hire a Head of Financial Services to manage its investments in a 
broad portfolio of companies which includes banks, insurance companies, property management and micro-finance programmes 
operating in East Africa, South Asia and Central Asia. The Head of Financial Services will be a Member of the AKFED Executive 
Committee which contributes to the development of AKFED’s overall strategy and exercises management oversight of AKFED. 


The Position: 

E ACEO level position, with responsibility for a core 
division. 

WE Managing the Financial Services portfolio of companies, 
which includes 5 banks, 5 insurance companies, 3 
property management companies and a range of micro- 
finance programmes. 

@ Evolving AKFED’s strategy in developing countries, 
according to the agency’s investment principles. 

W Close interaction with AKFED’s Board of Directors. 


The Requirements: 
@ At least 10+ years senior management experience in a 


commercial banking environment, including credit skills 
and international exposure. 

A strong working knowledge of issues related to insurance 
and/or property management is highly desirable. 

Desire to make a contribution to the world’s developing 
economies. 

Excellent interpersonal skills, able to represent the division 
at the highest level, both internally and externally. 

Fluency in English is a pre-requisite, knowledge of 
French is desirable. 


W Ability to travel overseas. 


Please send your CV and current salary details to: Pablo Guerra, Korn/Ferry International, Ref: 05578C/13, cither by post to: 
252 Regent Street, London WIR 6HL, or send it by fax on 020 7312 3380 or by email to candidates-london@kornferry.com 


K KORN/FERRY INTERNATIONAI 


=e Gallo Emerging Countries Finance 
maa an 


Consulting Opportunities 


Gallo ECF is a specialised consulting firm of the financial group 
Meliorbanca-Gallo & C in emerging countries. We provide technical 
assistance, training, expertise and economic studies mainly in the 
private sector development as well as business advisory services to 
European SMEs willing to expand in emerging markets. Our clients 
are the CEC, IFis and bilateral institutions. 


We are seeking qualified professionals with a relevant international 
experience to support current and upcoming projects on long and 
short term assignments: 


Argentina and other Latin American countries, in the following 
sectors: SME development, business associations, productive districts, 
sectoral SME potential identification, technological transfer and 
benchmarking technique. Fluency in Spanish and a sound experience 
in the region and in Europe are prerequisite. 


Balkans, NIS and Mediterranean countries: enterprise restructuring 
and privatisation, SME development and business advisory services, 
SME credit line management, banking and rural lending. 


‘The ideal candidate should have at least 10 years experience, fluency 
in English and preferably in the appropriate local language (French, 
Russian, Spanish, Arabic) as well as specific area experience. 


For further information on our activities and on the above positions 
please refer to the Gallo ECF website: www.galloecf.com 


Format application CVs in the appropriate language can be 
downloaded from our website and sent preferably by e-mail to 
: galloecf@theta.it or by fax/letter to 


Gallo ECF Viale Castro Pretorio 118, 00185 Rome, italy tel +39 06 
49204321 fax 49204245 
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Head of Regulation 


Cambridge Water PLC, recently acquired by the international multi utility 
Union Fenosa, is seeking a Head of Regulation. 


The Head of Regulation wall report to the Managing Director of Cambridge 
Water as a member of the senior management team. The role will include; 
o = Managing all aspects of the regulatory process and, in particular, relations 
with the Office of Water Services (QF WAT). 
Providing advice to the Board of Cambridge Water and to Union Fenosa 
on ways to obtain the maximum benefit from the current environment of 
economie regulation across all utility sectors. 
Managing the operation of present and future outsourcing arrangements. 
Preparing the company for entry into the competitive market for water 
SERVICES, 
Union Fenosa operates in more thin 35 countries in 5 continents and is 
particularly active in international. liberalisation and privatisation processes. The 
right candidate will be encouraged te assist the Group in seizing opportunities 
in liberalised and regulated environments internationally. 


The successful candidate will have at feast five years senior experience in 
regulatory economics. Knowledge of the /water sector would be valuable, 
although applicants from other utility backgrounds will be equally attractive. The 
ability to work independently and to produce high-quality analysis and briefing 
is essential and knowledge of a second European language besides English - 
preferably Spanish - would be an advantage. 

Interested candidates should send their CVs by 26th February 2001, together 
with a covering letter explaining why they are attracted to this position and 
stating their present salary package, to: 


Robert Clark at Indepen, 
Dhespeker Whart, 38 Graham Street. 
London NI SEX 
Yel: 020 7226 6336, Fax: 020 7704 0872 
Emak: Robertclarki@indepen.co.uk 
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uy Helsinki Consulting Group 






www. 
heg.helsinki.fi There you will find instructions for registration (Fill in your CV) and 











Helsinki Consulting Group Ltd. is an international consulting company 
based in Helsinki, Finland. We specialise in technical assistance projects 
worldwide. Our clientele consists of the European Commission, ADB, WB, 
IADB, the Ministry for Foreign Affairs, Finland, and the recipient 
governments. All in all, we have experience of carrying out 230 projects in 
60 countries worldwide. In 1999, we employed 300 short and long-term 
experts in our projects. 


INTERNATIONAL CONSULTING OPPORTUNITIES 


We are looking for outstanding professionals to work with us on long-term 
and short-term assignments, concerning planning, financing, management, 
MIS, training, HRD and evaluation in 


Health Sector, especially health reforms and primary and reproductive 
health cate 


Social Sector, especially socio-economic reforms, employment and 
legislation 


What we expect of you: 

- a minimum of a Master's degree 

- a proven track record of international project assignments 

- knowledge of the procedures of international donors 

- fluency in English 

~ French, Russian, Spanish, Portuguese or Arabic are an asset 
- good interpersonal skills 

-~ strong conceptual, analytical and reporting skills. 


in return, we can offer you: 

- a channel into large-scale international projects 

- the support of an experienced project management organisation 
- a competitive remuneration package 

- a lot of interesting challenges. 


Our core areas of expertise are Education, Environment, Health and Social 
Services, and Management Development. We have currently 37 projects in 
Armenia, Bolivia, Bosnia and Herzegovina, The Caribbean, Costa Rica, 
Egypt, Estonia, Finland, Georgia, Guatemala, Honduras, Hungary 
Kazakhstan, Kosovo, Kyrgyzstan, Lao PDR, Latvia, Mozambique, Namibia, 
Nepal, Nicaragua, Palestina, Poland, Romania, Russia, South Africa, 
Tanzania, Thailand, Ukraine, Uzbekistan and Vietnam. 





Please register in our database of consultants at www.hcg.helsinki_fi 
under careers. 


information about open and up-coming assignments (Openings). 
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JOM international Organization for Migration 


Based in Geneva 


SENIOR LEGAL OFFICER 


IOM has been designated by a German Law to be a partner organization of the Federal Foundation 
“Remembrance, Responsibility and Future.” The Foundation i ponsible for processing claims and 
making financial compensation available through partner organizations to former forced labourers and 
certain other victims of the Nazi regime. 








Under the supervision of the Director, Claims Processing, the incumbent will be in charge of the design 
of a work programme to process claims for property losses. In particular. s/he will participate in the 
development of policy and strategy relating to claims processing; develop a claims review programme, 
direct and supervise the review of claims by Legal Officers, Claims Assistants and outside expert 
consultants; and direct the support provided by the Property Claims Team to a Property Claims 
Commission that will determine the claims. 








The successful candidate will have the following qualifications, expertise and competencies: 

+ University degree in law. A minimum of eight years of professional experience, including 
substantial experience with arbitration, claims processing or litigation, and expertise in commercial 
and property law. Familiarity with German public law would be an advantage, 


Excellent knowledge of English and German, both written and oral. 


Excellent. communication and organizational skills and an ability to work effectively and 
harmoniously within a team of colleagues from varied cultures and professional backgrounds, 


JOM offers an annual salary, net of tax, ranging between US$69,000 and US$74,000 plus av attractive 
benefits package. Applications from qualified female candidates are strongly encouraged. 


Candidates meeting the above criteria should submit detailed curriculum vitae, no tater than 25 
January 2001, to: 


Head, Staffing Unit, Human Resources Division, IOM, P.O. Box 71 
1211 Geneva 19, Switzerland 
10M’s web-site is at: http://www.iom.int 


CANDIDATES WILL BE CONTACTED ONLY IF THEY ARE 
UNDER SERIOUS CONSIDERATION 
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When it comes to 





“customer service, 


do,you speakjout 


clients’ language? 


SERVICE OPERATIONS 


Have you got what it takes to make an impact within 
our European Service Operations Practice - an 
exciting initiative that is addressing the key service 
issues facing organizations today? 


As a consultant with McKinsey & Company, a global 
top management consultancy, you will advise the 
senior management of some of the world's leading 
service companies in the retail, financials, utility, travel, 
high tech or telecoms industries. You will develop 
ideas and provide high impact solutions that will 
achieve significant and sustainable improvements in 
their customer satisfaction, cost and asset 
performance, whilst expanding our knowledge base. 


This challenging role requires an individual who can 
combine outstanding service operations experience 





CONSULTANTS 


and knowledge with a strong academic record from 
a leading university or school. 


f you want to build on your current expertise, McKinsey 
will offer you the opportunity to broaden your skills and 
the freedom to shape your own career in any of our 
European offices. 


In return, we offer an attractive salary package and 
excellent benefits. To apply, please send your CV 
{including full academic record and details of 
present remuneration) to the Recruiting Coordinator: 
Anja Stein, McKinsey & Company, 

79 avenue des Champs-Elysées, 75008 Paris or 
email: pa-oe_serviceops@mckinsey.com 


www.imckinsey.com 


McKinsey&Company 
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International Petroleum Trading Company 
Based in Kuwait 






Seeks a Trade Finance Manager 






















“The ‘successful. candidate will be responsible for trade 
finance to support the marketing function, in particular the 
development of financial instruments to facilitate payments 
-from customers and will also be responsible for developing 
ahd maintaining relations with banks and other financial 
institutions that provide services to the Company. 





Candidates should be educated to degree standard, MBA 
preferred. Additional requirements are, exposure to trade 
commodity and oil industry financing with experience. in 
sub-Saharan Africa. 


The post is located in Kuwait. Salary and benefits are 
commensurate with the position and negotiable for the 
right candidate. In the first instance please reply to: 





Manager Corporate Services 
Independent Petroleum Group 
P.O. Box 24027 
Safat 13101 
Kuwait 




















Fax : (965) 5331472/5339858 
e-mail : general@ ipg.com.kw 


The Organization for Security and Co-operation in Europe is. engaged in early 
warning, crisis management, conflict prevention and post-conflict rehabilitation, 
The Secretariat based in Vienna is looking for 


Director of Internal Oversight 


To direct the activities of the Organization's Internal Oversight. Internal 
Oversight encompasses the examination and evaluation of the adequacy of the 
Organization’s systems of internal control and the quality of performance. H 
provides the full range of internal audit, including management audit, evaluation 
and investigation, quality and value-for-money assurance and management 
advice. 


Advanced university degree in accountancy and/or hold membership of an 
internationally recognised accountancy body. Minimum of 15 years experience, 
with progressively increasing responsibility, in all aspects of oversight and audit 
work including Information Systems reviews and value-for-money assurance, 
Highly developed analytical, communications and diplomatic skills and the 
ability. to quickly grasp complex issues are key competencies. Excellent 
knowledge of English, working knowledge of another OSCE official language 
and excellent report writing skills. 









Competitive salary and excellent benefit package. 











For full vacancy notice, please see our Website: 
http://www.osce.org 
Please send your application by 26 January to OSCE Personnel Unir, 
Kärntner Ring 5 — 7, A-1010 Vienna, Austria, or by fax: (+43-1) 514 36-96, 





SALES MANAGER 
WEST COAST 





information to executives and information specialists. 


50% is essential. 


requirements to: 


EIU-HR, 111 W. 57th Street, 7th fl, New York, NY 10019 
e-mail: elujobs@eiu.com 
fax: 212-586-1187 


EOE 


The Economist Intelligence Unit is a fast growing e-business information division of The Economist Group. We are the 
world’s premier source of global business intelligence. We produce objective and timely analysis and forecasts of the 
political, economic and business environment in more than 180 countries. 


Based in NY or CA, The Enterprise Sales Manager will maximize sales revenue while enhancing current EIU client 
relationships. Duties include the creation and implementation of a sales plan providing a cogent strategy for the selling 
of EIU products. The successful candidate will have 3-5 years outside sales experience in selling global business 


For immediate consideration, please forward resumes indicating salary history and 






















Candidates should be savvy in international business along with internet/electronic publishing and possess prior 
management experience of a multi-million dollar sales territory. Excellent interpersonal, communication, presentation, 
delegation, organizational and follow through skills necessary, as is the ability to work in a fast-paced, fluid team- 
orientated environment. Working knowledge of MS Office, Sales Contact Software a must. The ability to travel at least 
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To support their rapidly expanding. workload P-E 
International Consultants Ltd and HTS Development Ltd 
are seeking: 













International Labour Office 







| © Project Director — Eastern Europe/FSU 
_ © Project Director — Africa 





International Institute for Labour Studies 




















These posts require substantial hands-on experience in 
| the region together with qualifications and proven 
¿capability in at least one of: 


The ILO seeks candidates for the post of Director of the International Institute 
for Labour Studies in Geneva. The Institute is an autonomous facility of the 
ILO, whose mandate is to promote policy research and public discussion on 
emerging issues of labour and social policy. 


















®@ Social Development its current programme is centred around the concept of "Decent Work", which 
is guiding the ILO's overall programme for the coming years. Decent work 
reflects the integration of the [LO’s four strategic objectives: rights at work; 
employment; social protection and social dialogue. The work of the TILS aims 
to strengthen the analytical foundations of this concept, notably with respect to 
the interrelationships between these four objectives, and their relationship with 
economic growth, and to provide the theoretical and empirical basis for its 
practical application in other ILO programmes. Further details can be found in 
the Director-General's report on Decent Work at the ILO's website 
www.ilo.org/public/english/standards/relnvile/ile87/rep-i.htm, 


@ Institutional Development/Public Administration Reform 
® Economic Development 









These posts offer challenging careers in a leading 
Development Consulting Practice. Successful candidates 
“will need the qualities to win and lead major international 
consultancy assignments within development 
programmes. 

















Duties and responsibilities 










If you fit this profile please email your CV to 
sue.adams @ htsdevelopment.com before 20th January 
2001. 


The primary task of the Director is to set up this programme, and develop 

international academic networks to support it, 

2. Manage related educational and external outreach programmes of the 
Institute. 

3. Ensure interaction between external academic networks and ILO 
constituents and ILO staff. 

4. Fund raising, and creating external partnerships with other research 

institutions and foundations, 
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Commun ications Advisors Qualifications and Experience 
aeaaeae inaaasahan okoa r ta e a 
The External Affairs Vice Presidency of the World Bank seeks 
qualified candidates for 2 senior Communications positions, in the 
Environmentally & Socially Sustainable Development (ESSD) Sector 
and in the Human Development (HD) Sector, to develop and manage 
2-way communications programs between the Bank and its many 
constituencies: around the world — donors, beneficiaries, NGOs, 
special interests and other international organizations. These are 
full-time professional positions based in Washington, DC. The 
positions work closely with senior Bank management to create a 
communications strategy for the Bank's programs, policies and 
lending activities designed to foster development, covering issues 
related to environment, social & rural development (ESSD); and 
=i education, health, population and social protection (HD). 


Selection Criteria: 






This is a senior position at the D2 level, reporting directly to the. Director- 

General of the ILO. The incumbent is expected to play a key role in 

developing the Organization’s future programmes. It calls for: 

* Established academic and research background in at least one of the 
following disciplines: institutional economics; labour economics; or 
economic sociology. 














































15-20 years’ experience in a research institute or equivalent in an 
international organization. 

Excellent communication and interpersonal skills, and ability to attract and 
motivate highly qualified and talented staff. 

* Experience in fundraising, 








° Fluency in English and French, and preferably in Spanish. 






Net salary range: approximately $80,000 - $90,000 depending on experience 


e 10-15 years of professional experiences as communications a : 
and family status, together with related allowances and other benefits, 


advisor/manager/strategist, managing communications 
campaigns, helping to position organizations, policies and issues 
vis-a-vis very diverse constituencies. 






Applications from women candidates are particularly encouraged. 






* Excellent communications skills, an indepth knowledge of 
international development and professional communications 
experience in either the ESSD sector or the HD sector. 


© Masters degree in a relevant field, at least 2 languages, and 
experience working in more than one country. 





Applicants are encouraged to fill in the on-line application form which can be 
found by following the link at www.ilo.org/hrd 










Alternatively, applications should be addressed to: 
international Labour Office, 

Human Resources Department (office 4-69), 

4 Route des Morillons, 

CH-121] Geneva 22, 

Switzerland 

or sent by e-mail to: recruit @ilo.org citing ‘HLS Director’ in the subject field. 







~ Applications from candidates of diverse 
nationalities are particularly welcome. The World 
Bank. offers a competitive compensation package, 
net of taxes, including expatriate benefits. 
Candidates should apply with their resumes by 
January 26, 2001 via www.worldbank.org THE 
Gobs&Scholarships — Bank Careers ~ Submit Your CV 
= Vacancy Number: 909090 (200011925) for ESSD WORLD 


and 919191 for HD). BANK 







The closing date for receipt of applications is 16 February 2001 
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You're a major player in the securities 
markets worldwide, so when it comes to 
trading, you know what you need. 

- Liquidity. 

A world of buyers and sellers — ready 
to trade. And when you're trading elec- 
“tronically, you know the place to come 
for global liquidity. 

Instinet. 

2 We give you electronic access to some 
of the broadest, deepest — most liquid — 
‘trading opportunities around the world. 


iis ab agency broker, Instinet does not come between its cients. and the best p: 
spreads, ©2000 Instinet Corporation, ali rights reserved. INSTINET and the INSTI 
other countcies throughout the world. Instinet Corporation is member NASD/SIPC, and instinet UK Limited is regulated in the UK. by the SFA- 


The bigger the crowd, 
the better the performance. 


Whats more, we don’t have our 
own portfolio so we never compete 
with your trades or take a position 
against you. 

Our only goal is to help you get the 
fastest trade at the best price — and we 
handle the follow-up automatically. 

All of which can add up to. better 
performance. 

For information, call our international 
freephone number +800 INSTINET (+800 
4678 4638) or visit www.instinet.com 









vice We do not commit capital make markets or make profits on 
INET marque are registered service marks in the, United States and 
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Nothing comes between you 
and tbe best price.” 
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Tycoon or Thai con? 


No: before in Thailand’s admittedly 
rather abbreviated experience of de- 
mocracy have the voters placed so much 
power in the hands of one politician as they 
have just given Thaksin Shinawatra. Since 
1988, when Thailand got its first elected prime 
minister, as opposed to one put in place by 
the army with or without parliaments con- 
sent, its governments have been unwieldy 
multi-party coalitions. The outgoing one, led 
by the respected but unloved Chuan Leekpai, 
consisted of eight parties, and it was much to 
everyone’s amazement that it lasted as long as 
three years. Its six predecessors had averaged 
only about a year each. 

This time, in the election on January 6th, something rather 
remarkable has happened. Mr Thaksin, a billionaire telecoms 
tycoon who is often said to be the richest man in Thailand, 
seems to have won a narrow overall majority. Until now, no 
party in Thailand’s history has ever won more than a third of 
the seats. Although he could govern alone, Mr Thaksin is 
seeking one or two coalition partners to make his position im- 
pregnable. But he has already made it clear that the partners 
will not be offered any important cabinet portfolios. And Mr 
Thaksin will exercise his exceptional powers at the head of a 
party, Thai Rak Thai (“Thais Love Thais”), that was formed 
only two years ago. Thailand is taking quite a leap in the dark. 

And probably for the wrong reasons. Mr Thaksin, who 
likes to swan around Bangkok in a bronze-coloured Porsche, 
is a bit of an icon to poor Thais. From a humble family him- 
self, via a period in the police followed by a spell selling 13m 
computers to his former colleagues in the force and another 
profiting from a highly lucrative mobile-phone monopoly, his 
billions are a big part of his popular appeal. If he can make so 
much money for himself, incant his sloganeers, think what 
he can do for you. No one, it seems, worries that the main 
source of Mr Thaksin’s wealth is precisely the sort of cosy ar- 
rangement that Thailand needs to get rid of. 

Mr Thaksin has reinforced the message with some clev- 
erly directed promises. Peasant farmers are to be given a 
three-year holiday in which to repay their debts. Each of 
Thailand’s 70,000 villages is to get a special grant of ım baht 
($23,000) to help it diversify away from growing rice. Health 
care will be available at clinics for a token 30 baht a visit. Busi- 
nessmen have been wooed with promises that the gov- 
ernment will write off their debts. Quite how any of this is to 
be paid for is left a mystery. 

Not surprisingly, since Mr Thaksin is a populist, there is 
also a nastier side to his message, conveyed in the party’s 
name, hinting as it does at a need for greater national as- 
sertiveness. During the campaign Mr Thaksin’s supporters at- 
tacked the Chuan government for “selling the country to for- 
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eigners”, not to mention “kissing their arses”. 
The mF, despite its readiness to bail Thailand 
out to the tune of $17 billion in 1997, has be- 
come a popular target. If these campaign 
themes turn out to be more than just rhetoric, 
Thailand may be about to swing in the anti- 
western direction first charted by Malaysia’s 
Mahathir Mohamad. 

But the biggest worry about Mr Thaksin 
and his party are that he shows no sign of the 
commitment to political reform that was the 
hallmark of Mr Chuan. The trouble with Mr 
Chuan was that, in his readiness to dispense 
long-term medicine, he failed to convince or- 
dinary Thais that he cared about their imme- 
diate problems. Yet his efforts were none the less valuable for 
their failure to bring instant gratification. Among the most 
useful was the legislation he pushed through parliament gov- 
erning a new national anti-corruption committee and an 
election commission, both designed to clean up Thailand’s 
notoriously money-based politics. His successes should not 
be exaggerated: one election commissioner has called this the 
dirtiest election in Thailand’s history. But Mr Chuan made a 
start, and above all showed that he meant what he said, sacri- 
ficing a staunch ally, Sanan Kachornprasart, when he fell foul 
of the corruption people. 


The perils of populism 

Mr Thaksin has shown no such zeal for clean politics. When 
the committee decided to take a close look at his affairs, he 
snubbed it, claiming for weeks to be “too busy” to attend. 
When, shortly before the election, it ruled that he had filed 
false asset information and duly disbarred him from politics 
for five years, he rejected its findings. The case is now being 
referred to the constitutional court. Mr Thaksin argues that 
the law should not apply to him, since the voters knew what 
they were getting when they handed him victory. None of 
this bodes well for the commission’s future under a Thaksin 
administration, and there is already talk of fresh legislation to 
“redefine” the way it operates. Nor does it inspire confidence 
to learn that the party Mr Thaksin is considering as an ally 
previously ran what is considered the most corrupt of Thai- 
land’s recent governments. 

But all that is to assume there is a Thaksin administration 
at all. Equally likely is the possibility of a prolonged political 
crisis whose results are highly unpredictable, or an unstable 
Thai Rak Thai government led from behind the scenes by an 
ineligible Mr Thaksin. Army chiefs have already openly spo- 
ken of the desire among some of their officers for a coup, 
though the odds must remain against it, not least because of 
King Bhumibol’s strong opposition. 

Whatever happens, the loss of Mr Chuan’s reformist zeal 
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will be a blow for Thailand, and even for the region. As the 
events of 1997-98 showed, economic problems can be conta- 
gious. Equally, political reform, and reverses to it, can create 
good or bad precedents for the region as a whole. After setting 
off the Asian financial crisis, Thailand under Mr Chuan pro- 


ceeded to offer a good example through its efforts to clean up. 
In their different ways, the Philippines, where Joseph Estrada 
has proved to be a populist unable to keep his promises, and 
Malaysia, which has descended into xenophobia, are setting 
bad examples. It would be sad if Thailand were to follow suit. 





A new scandal at Credit Lyonnais 


The latest scandal over Crédit Lyonnais suggests that more needs 


to be done to clean up the bank—and France 


EW recent financial scandals rival the Crédit Lyonnais af- 

fair. In the 1980s this profligate French state-owned institu- 
tion grew into one of the world’s biggest banks, following a 
lending spree unleashed under Jean-Yves Haberer, its then 
chairman. Crédit Lyonnais became notorious as the bank that 
could not say no. It helped several shady entrepreneurs to buy 
assets all over the world. But then its aspirations all went hor- 
ribly wrong. When recession hit in the early 1990s, large sums 
disappeared after much of Crédit Lyonnais’s exuberant lend- 
ing blew up in its face. The bank began to record huge 
losses—and to fiddle its accounts to disguise them. 

By late 1993 the French government had had enough. It 
threw out Mr Haberer and replaced him with Jean Peyrele- 
vade. Mr Peyrelevade was given an urgent, but simple, mis- 
sion: clean up the bank and prepare it for a privatisation that 
would take it out of the state’s hands for ever. On the face of 
it, Mr Peyrelevade has delivered. Shorn of its most controver- 
sial and worst-performing loans, which were hived off into a 
“bad bank”, and boosted by successive taxpayer bail-outs, 
the good bank Crédit Lyonnais was privatised in July 1999. 
Surely this marked the end of the scandal? 


A new chapter 


Unfortunately for France’s politicians and officials—and for 
Mr Peyrelevade himself—the story is far from over. Over the 
past few months, The Economist has been looking into a 
complicated deal that Crédit Lyonnais undertook in America 
between late 1991 and 1995. Our investigation suggests that the 
bank may be embroiled in a new and even more embarrass- 
ing scandal, which implicates not only the former managers 
who have long been saddled with the blame for landing the 
bank in trouble, but also some active senior figures— 
including Mr Peyrelevade himself (see pages 67-69). 

We understand that the United States Department of Jus- 
tice is preparing to issue criminal indictments naming both 
Crédit Lyonnais and some of its managers. In a related in- 
quiry, the Federal Reserve Bank of New York, which oversees 
the activities of foreign banks in America, is in the process of 
deciding whether it should suspend Crédit Lyonnais’s bank- 
ing licence. This penalty, which is rarely invoked, is the most 
serious that can be inflicted on a bank. It would normally be 
accompanied by large fines. 

The new scandal stems from a deal involving Executive 
Life, a failed Californian insurance company. A clever finan- 
cial coup over Executive Life’s junk-bond portfolio produced 
big profits for its acquirer. But in late 1998 it emerged that Cré- 
dit Lyonnais had failed to disclose its direct involvement in 
taking over both the portfolio and Executive Life itself. Docu- 
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ments obtained by the American authorities suggested that 
the bank had knowingly broken the law, both before and 
after Mr Peyrelevade became chairman in November 1993. 
Full details of the Executive Life deal were sent to Mr Peyrele- 
vade within days of his appointment. Yet he now claims not 
to have known about any of these possible wrongdoings un- 
til late 1998, when he was informed by the Americans. 


Follow it up 


This claim is vital both to the future of Crédit Lyonnais and to 
Mr Peyrelevade. If it could be shown that he did in fact know, 
then the American authorities would probably have no 
choice but to inflict the toughest sanctions on both him and 
the bank. Even a reasonable suspicion that he should have 
known might justify closing down the bank in America. 

Whatever punishment Crédit Lyonnais receives, it will be 
horribly embarrassing for the French government and for the 
Bank of France, which have invested both financial and po- 
litical capital in rescuing the ailing bank. Jean-Claude Trichet, 
governor of the Bank of France since 1993 (and, before that, 
head of the French treasury), is already under investigation 
over his handling of Crédit Lyonnais. This inquiry has put a 
cloud over his hopes of becoming president of the European 
Central Bank when Wim Duisenberg leaves, as planned, 
some time next year. The new scandal over Executive Life is 
surely enough to justify postponing Mr Trichet’s accession 
unless and until further inquiries exonerate him. 

There is another worrying dimension. In order to clean up 
Crédit Lyonnais, the government created a “bad bank” into 
which all of its most problematic assets were parked so that 
they could be sold or managed until they expired. The “clean” 
remainder of Crédit Lyonnais was then on track for privatisa- 
tion. This has proved costly for French taxpayers, who have 
footed an endless series of bills from the bad bank. Would 
successive French governments (to say nothing of their elec- 
torate) have tolerated this had they known that the bank was 
heading for trouble over Executive Life? Surely they would 
have insisted that this should be cleared up before any fur- 
ther bail-outs would be forthcoming? Or, perhaps worse still, 
did dozens of French officials and politicians, including some 
quite senior ones, actually find out about, and then agree to 
cover up, the bank’s persistent wrongdoings? 

Such questions will reverberate throughout the country— 
and indeed anywhere that companies, especially banks, re- 
main owned by the state. This scandal occurred in France, but 
it could have happened almost anywhere where state own- 
ership or government cronyism muddies lines of account- 
ability and transparency. Like much of the rest of the world, 
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France is in a painful, yet wholly desirable, transition towards 
greater accountability in its public sector and in its financial 
institutions. In the past, politicians and bosses of state-owned 
companies were content to sweep any nastiness under the 
carpet, confident that they would not have to answer for it. 
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Today’s mood is different. From Jacques Chirac, embroiled in 
his own scandals, to Jean Peyrelevade, senior establishment 
figures are under pressure to embrace higher standards. Their 
response to the latest Crédit Lyonnais scandal will be a big 
test of how far in that direction they have moved. 





How was it for you? 


Our parting judgment on Bill Clinton 


IGHT years ago, as Bill Clinton took office, The Economist 

wrote a leader entitled “The Trouble with Mr Fizz”. We 
liked Mr Clinton’s energy and optimism, and we had en- 
dorsed him largely on the strength of them. But something 
bothered us. Not the whiff of scandal; we played that down, 
wrongly, as it turned out. We were bothered that Mr Clinton 
was naturally prodigal, that he wanted too much to be all 
things to all men, and that he lacked the discipline to get 
things done. Now that the eight tempestuous years are up, is 
that our closing judgment too? 

In many ways, no. Mr Clinton’s presidency has been both 
better, and worse, than we foresaw. Begin with the economy, 
where Mr Clinton’s two terms have spanned America’s lon- 
gest peacetime boom. Happy coincidence, you could say—all 
thanks to Alan Greenspan’s skilled work at the Federal Re- 
serve, and to Silicon Valley. That is mostly right, but Mr Clin- 
ton played a part with budgets that became increasingly 
responsible, until by 2000 (when he proposed almost no new 
spending, despite the forecast of huge future surpluses) they 
were positively virtuous. It is true that Newt Gingrich’s Re- 
publicans set the pace. But by the late 1990s it was the Repub- 
licans who were flirting again with deficits by proposing giant 
tax cuts, and Mr Clinton who was standing firm. 

This extraordinary turnaround, by which the Democrats 
became the flag-bearers of fiscal responsibility, was the cul- 
mination of Mr Clinton’s recasting of his party. He made the 
Democrats electable again, starting long before he was presi- 
dent, by moving them decidedly towards free trade and en- 
terprise and away from excessive regulation. To those who 
like sharper flavours in politics, this was a disappointment 
and even a betrayal of the needy. The needy themselves, bu- 
oyed up by economic boom, have been happy to go along. Al 
Gore may well have lost in November because he tried to 
lurch away from the muzzy centrism his boss had perfected. 

On trade, Mr Clinton’s instincts were fine, but he seldom 
made the case for free trade persuasively to the country. He 
won the North American Free-Trade Agreement more by luck 
than judgment, after pushing it clumsily and late. This was 
typical of his foreign-policy performance in general, at least 
in the early years. With his instinctive empathy, and his desire 
that all men should be friends, Mr Clinton was a natural can- 
didate to sort out the world’s more intractable arguments. But 
at first he was loth to get interested, let alone involved. When 
he did get involved, as in trying (and failing) to sell the test- 
ban treaty, he often made a poor fist of explaining the reasons 
to Americans. Nonetheless, the Clinton of the second term 
was a huge improvement. The world engaged him, and it 
showed. His support for the Balkans peace process and for 





NATO enlargement was unwavering. His handling of both 
Russia and China was, mostly, tactful but firm. The sight of 
him in the past few months, tirelessly trying to mend fences 
in the Middle East, inspires a sigh for the good work he might 
have done earlier—and even a wish that he could carry on. 

His slow involvement with the world was not just because 
he came from Arkansas. He followed a president, George 
Bush senior, who had neglected reforms at home. These be- 
came Mr Clinton’s priority. We approved, and thought, with 
his energy and a head abuzz with ideas, that he would be 
good at it. Matters mostly turned out otherwise. 


Politically brilliant, politically inept 

Even when the Democrats were in charge in Congress, Mr 
Clinton turned out to be a poor twister of arms and an erratic 
salesman of his policies. As a result, despite his talents as a 
spotter of political trends, he has a thin legislative achieve- 
ment to show for his eight years. Health-care reform, his first 
hope, was woefully mishandled. Welfare reform, his greatest 
success—won in the teeth of opposition from his own party— 
owed a lot to pushing from Republicans. 

The paucity of his achievement, however, was not merely 
because he lacked the right touch. He also wasted large 
amounts of time, energy and authority battling the scandals 
that were constantly laid at his door. Much of 1994 was taken 
up with Whitewater, a seemingly dodgy property deal in Ar- 
kansas; large tracts of 1998-99 were consumed in fighting the 
impeachment charges that arose from his fling with Monica 
Lewinsky and his lies about it afterwards. It was the same old 
problem of indiscipline again: this time, sexual. 

Mr Clinton felt unjustly victimised by these charges. He 
thought his enemies were out to bring him down, and had 
half a point: nothing was proved against him on Whitewater. 
After a time, Americans definitively sided with him, losing 
patience with his accusers. The Economist took a sterner line, 
arguing that he was dragging his office into such disrepute 
that he would eventually lose all standing both at home and 
abroad. On the Lewinsky lies, we asked him to resign. 

As a matter of principle, he should have done. But we 
have to admit that Mr Clinton has preserved much more 
moral authority and effectiveness in office than ever seemed 
possible. By an irony, he has looked more and more presiden- 
tial the closer he has come to leaving. In these past weeks, as 
the focus has shifted to another inexperienced but less clever 
southern governor, there is a huge sense of talent wasted. 
With more discipline and less self-indulgence, how good 
eight years of Bill Clinton could have been. 

m 





LEADERS 


Not guilty 


The British government is planning to renew its attack on juries. They need 


defending, but reforming 


Ge OBODY should suffer loss of liberty,” says the Magna 

Carta, “except by the judgment of his peers.” Eight 
centuries on, one might expect the guarantees of personal lib- 
erty to be stronger than they were then; yet the principle em- 
bodied in the charter is under threat. 

Last year the home secretary, Jack Straw, introduced a bill 
to restrict defendants’ right to trial by jury. It was thrown out 
by the House of Lords. This year he plans to reintroduce it, us- 
ing all the government’s powers to push it through parlia- 
ment. And next month a report by Lord Justice Aulds (see 
page 56) on the criminal justice system is likely to make even 
more fundamental recommendations for reform, including 
advocating a new hybrid court presided over by a judge and 
two lay magistrates. Both proposals assume that jury trials are 
a luxury Britain can afford only for the most serious cases 
such as armed robbery and murder. 

What lies behind this view? Cost, for one thing. Juries are 
occasionally perverse, frequently fallible and invariably slow. 
Legal argument about whether or not evidence is admissible 
often takes hours. Cutting the number of jury trials would 
thus save money. But suspicions that juries are taken in by 
plausible criminals are also responsible for this renewed at- 
tack. The rising number of acquittals in jury trials worries the 
police and prosecutors. In 1977, juries in England and Wales 
acquitted just under a third of defendants. By 1999, acquittals 
rose to nearly 43%. 

Maybe juries are more gullible than they were, but it is 
equally likely that other factors are at work. Cases are some- 
times poorly prepared by the Crown Prosecution Service. 
“Over-charging”—when police pile on more charges than 
they have evidence for, in the hope that one or two will 
stick—is said to be increasingly common. Prosecuting barris- 
ters, poorly paid in comparison with the defence, often strug- 
gle with their brief. And, after decades of publicity for cases in 
which innocent people have been wrongly imprisoned, juries 





are more cynical than they used to be about the veracity of 
police evidence. The source of all these problems lies not in 
juries, but in other parts of the criminal justice system; the ris- 
ing acquittal rate is a symptom, not a cause, of the problem. 

Yet there are also well-founded worries about juries 
themselves. The most troubling one concerns their compo- 
sition. A jury is supposed to represent a defendant's peers, yet 
juries are getting less and less representative of society. The 
number of professionals available is reduced, from the start, 
by a long list of automatic exemptions, which includes mem- 
bers of parliament, peers, nurses, soldiers, sailors, chemists, 
vets, doctors and clergymen. On top of that, according to a 
1999 Home Office research study, two-thirds of the people 
summoned for jury service are granted waivers from the ob- 
ligation, citing, for instance, the pressure of work or a planned 
holiday. And because those in well-paid employment have 
more reason to try to get off, and a wider range of plausible 
excuses to hand, juries are disproportionately made up of the 
young, the old and the unemployed. 


Press the peers into service 


This needs to be changed. The idea that the country would 
grind to a halt if all those peers, chemists and vets had to do 
jury service once in their lifetime is absurd. Britain should fol- 
low the example of many American states, where everybody, 
even lawyers and judges, has to serve time in court. 

The courts are also too lax in dealing with potential jurors 
who fail to turn up. They mostly go unpunished because the 
courts do not have the time or money to chase them up. In fu- 
ture, people who want to wriggle out of jury service should be 
required to give an alternative two-week period in which 
they are prepared to serve. Those who offer no such excuse 
should be pursued, and, if necessary, prosecuted. Trial by 
jury is an important liberty, which the British people should 
be prepared to make a few sacrifices to preserve. 





Depleted NATO 


The burden of proof is on those who believe depleted uranium 


should be used, not banned, in weapons of war 


HE row about depleted uranium is one that Nato could 

have done without. It has only itself to blame. 

The inability of Naro’s members to settle or even discuss 
this emotive subject reasonably has caused a potentially da- 
maging rift in the ranks of the alliance; and the row comes at 
an unfortunate time, when America is between presidents 
and the scope of Europe’s new defence role is unresolved. Yet 
NATO’sS Officials have behaved like their counterparts in other 
recent scares about public safety, issuing bland assurances 
that all is well, then qualifying them in the light of revelations 








and in the confused process adding to the public scepticism 
that understandably, although perhaps wrongly, now greets 
almost all official pronouncements on health and safety. 
Depleted uranium is used to make anti-tank shells more 
deadly, and tank armour less penetrable. Some people believe 
its use by NATO in Bosnia and Kosovo has contributed to, if 
not caused, the cancer deaths of up to 30 former Balkan 
peacekeepers. The critics draw attention to the 1991 Gulf war, 
when scores, if not hundreds, of American soldiers (and 
doubtless far greater numbers of Iraqis), suffered depleted- 


-uranium poisoning by entering stricken tanks without pro- 


tection. They also point to the high levels of cancer among the 


_ people of southern Iraq, where depleted-uranium shells were 


~ used on a huge scale during the war. The critics, which in- 


clude the governments of Italy and Germany, want an urgent 
investigation, and maybe an outright ban. 

Officials in America and Britain counter that the levels of 
radioactivity emitted by depleted uranium are low. It is not 
responsible for the deaths of any peacekeepers, they say, and 


. there is no cause for alarm. But this week the British gov- 


ernment made a partial u-tum by offering screenings for 


“those who have served in the Balkans. 


In truth, depleted uranium is not highly radioactive, but it 
is certainly toxic, especially when munitions explode causing 
dust or smoke which may be ingested. NATo’s Kosovo com- 
manders acknowledge the danger by telling troops not to ap- 
proach places contaminated by depleted uranium without 
good reason, and to wear heavy protection if they do. 

NATO could argue that the health risks to soldiers and civil- 


_ ians posed by depleted uranium are outweighed by the mili- 


ered 


tary advantage it provides. It prefers, however, just to say 
“Don’t worry.” That is unwise. Especially in the Balkans, 
NATO's performance will be judged not just by its firepower, 
but also by the way it behaves. As far as possible, the Nato 
protectorates in Bosnia and Kosovo must be seen to be doing 
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a humane and necessary job, not just by voters in troop- 
contributing nations, but by locals and indeed the rest of the 
world. Already the credibility of western governments in the 
eyes of many other countries has been undermined by the 
belief that they care far more about the health of their own 
soldiers than about people in the places they presume to pro- 
tect—either in the Balkans or in Iraq. 


Too nasty to use? 


A full inquiry would help to clear the air. Nato may have little 
to fear from greater openness about the danger posed by de- 
pleted uranium. Documents leaked to the press suggest that 
the generals in the Balkans acted correctly in warning of its 
dangers—although questions need asking about whether all 
NATO units heeded these warnings, and whether Nato and 
the un did enough to keep civilians away from areas of 
contamination. And it may be that depleted uranium can, 
after all, be shown to be benign. 

But on present evidence it looks very like one of the nasty 
inventions, such as land mines, napalm and biological weap- 
onry, that the world would be better rid of. Many military ex- 
perts, especially in Germany, a leader in the art of armoured 
warfare, reckon that other materials can do the same job more 
safely. Unless a full inquiry can prove otherwise, the West 
should work for a convention to ban this noxious substance. 
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...burn them...and lots of others, too 


T THE end of last year, a town called Friendship Heights, 

in Maryland’s Montgomery County, approved America’s 
(and thus the world’s) strictest tobacco policy. Town officers 
courageously banned smoking on all public property, includ- 
ing streets, pavements and public squares. “It’s a public health 
issue,” said the mayor, Alfred Muller, who is also a doctor. 
“We don’t have the right to outlaw tobacco, but we're doing 


what we can within our rights.” 


This newspaper has expressed disgruntlement with the el- 
ement of intolerance that is increasingly manifesting itself 
within America’s anti-tobacco movement. It must be said, 
however, that doughty Friendship Heights has discovered an 
approach that liberals can embrace. Private property is its 
owners’ sanctuary, but the public rules in public spaces. Un- 
deniably, the streets belong to the government; what happens 
in them, therefore, is the government’s business. 

On this worthy principle, smoking should be merely the 
beginning. For example, it is clear that the consumption of 
fatty foods contributes to heart disease, strokes and other 
deadly ailments. Besides, eating junk makes you fat and ugly. 
What people do at home is their own affair, but why allow 
them to abuse the public streets for this gluttony? America’s 
pavements and boardwalks are overridden with persons, 
many of them overweight, who amble along licking ice cream 
or gobbling chips. In many cities, hot dogs are mongered, 
quite openly, on the pavement itself. All this should be 
stopped. Not just in Friendship Heights but in other enlight- 
ened districts, it should be illegal to eat anything but low-fat 
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foods in public zones. Because Americans consume too little 
by way of fruits and vegetables, in time (it is best to move 
slowly, because people’s rights must be respected) streets 
should become strictly vegetarian. 

More can be done. Shrieking newspaper headlines create 
stress for those who may not wish to view them. People who 
want to buy and read papers should therefore be required to 
do so in private. America has long and justly sought to pre- 
vent the entanglement of religion with public life. What peo- 
ple do in church or at home is their business. However, pray- 
ing, sermonising or wearing religious garb in the streets surely 
compromises the requirement that the public weal not be 
dragooned into supporting religion. 

There is the environment to consider, as well. That people 
exhale carbon dioxide in public places, thus contributing to 
global warming, is probably inevitable, and America’s politi- 
cians would be wise to permit it. But methane, too, is a green- 
house gas, and an odiferous one. Its emission in public places, 
where it can neither be avoided nor filtered, seems an impo- 
sition on both planetary hygiene and human comfort. Break- 
ers of wind, surely, can be required to wait until they can an- 
swer their needs in private; and prosecuted when they fail. 

Kudos, then, to Friendship Heights. Other towns should 
take note. If they intend to fulfil their responsibilities to the 
health and welfare of citizens, to public order, and above all 
to the public streets and parks whose rights the authorities are 
sworn to uphold, then the way ahead is clear. 











THE INTERNET AND THE LAW 


Stop signs on the web 


SAN FRANCISCO 


The Internet was supposed to be all about freedom. That is why governments 
want to regulate it. It is far from certain whether freedom, or government 


control, will win the day 


N 1967 Roy Bates, a retired British army 
major, occupied an island fortress six 
miles off the English coast and declared it a 
sovereign nation. He was never sure what to 
do with his Principality of Sealand. Now, 
however, the fortress may have found its 
calling. For several months, a firm called Ha- 
venCo has been operating a data centre 
there. Anyone who wants to keep a website 
or other data out of the reach of national 
governments can rent space on the servers 
that hum in one of the concrete pillars. 
In the mid-1990s, Sealand would have 
= been seen as yet more proof that the Internet 
cannot be regulated. Ifa country tried tocen- 
sor digital content, the data would simply 
hop to a more liberal jurisdiction. These 
days, the data principality symbolises just 
-the opposite: the days of unrestricted free- 
dom on the Internet ‘are numbered, except, 
perhaps, in odd places like Sealand. 

It seems likely that 2000 will be remem- 
bered as the year when governments started 
to regulate cyberspace in earnest; and forgot, 

_ inthe process, that the reason the worldwide 
network became such an innovative force at 
all was a healthy mix of self-regulation and 
no regulation. In Britain, the Regulation of 
Investigatory Powers Act now gives the po- 
lice broad access to e-mail and other online 
communications. South Korea has outlawed 
access to gambling websites. The United 
States has passed a law requiring schools 
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and libraries that receive federal funds for 
Internet connections to install software on 
their computers to block material harmful to 
the young. 

This year, governments are turning their 
attention to the many jurisdictional pro- 
blems created by the Internet. These have 
been emphasised by a French ruling against 
Yahoo! on November zoth. The French court 
ordered the Internet portal firm to find some 
way of banning French users from seeing the 
Nazi memorabilia posted on its American 
sites, or face a daily fine of FFr100,000 
($13,000) from the end of February. Yahoo! is 
fighting the case, even though it has now 
stopped sales of Nazi memorabilia. 

The case could be a taste of things to 
come. Under a new eu law, for example, 
European consumers may now sue EU- 
based Internet sites in their own countries, 
and the rule may well be extended interna- 
tionally. The United States has just endorsed 
the gist of the Council of Europe’s cyber- 
crime treaty, which aims to harmonise laws 
against hacking, Internet fraud and child 
pornography. 

All this is a far cry from what leading In- 
ternet thinkers prophesied only five years 
ago. “You [governments] have no moral right 
torule us nor do you possess any methods of 
enforcement we have true reason to fear,” 
proclaimed John Perry Barlow in his 1996 
“Declaration of Independence of cyber- 
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space”. Libertarian thinkingalso ran through 

early Internet scholarship. David Post and- 
David Johnson, law professors at Temple - 
University in Philadelphia and Georgetown 


University respectively, argued in thatsame = 


year that cyberspace was a distinct place - 
that needed laws and legal institutions en- 
tirely of its own. 

To treat cyberspace differently seemed 
logical. Because data are sent around the In- 
ternet in small packets, each of which can 
take a different route, the flow of informa- 
tion is hard to stop, even if much of the net- 
work is destroyed. It was this built-in resil- 
ience that appealed to the Internet’s original 
sponsor, America’s Defence Department, 
and made it the medium of choice for civil 
libertarians. “The Internet”, runs their fa- 
vourite motto, “interprets censorship as 
damage and routes around it.” 

Many online experts argue that, since the 
Internet does away with geographical 
boundaries, it also does away with territo- 
tially based laws. The transmission of data is 
almost instant, regardless of where sender 
and receiver are. Today individuals, as well 
as multinational companies, can decide in 
which country to base their websites, thus 
creating competition between jurisdictions, 
For example, the United States, thanks to its 
constitutional guarantee of the right to free 
speech, has become a safe haven for hun- 
dreds of German neo-Nazi sites that are ille- 
gal under German law. 


Ways of blocking 


Yet, for all that, governments are not com- 
pletely helpless in cyberspace. They have 
some potentially powerful tools at their dis- 
posal. Filtering is one. Software installed ona 
PC, in an Internet service provider's equip- 
ment or in gateways that link one country 
with the rest of the online world, can block 
access to certain sites. 

Less well known, but potentially more 
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<o University of Chicago, argues that the 
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important, is the fact that websites them- 
selves can block users. They do so by em- 
ploying the same technology that serves up 
tailored banner advertisements to visitors 
from another country. They track the In- 
ternet service provider's “1p address”, the 
number that identifies computers on the In- 
ternet and, in many cases, reveals where a 
user is. 

This technology was the basis for the 
` French ruling against Yahoo! The firm had 
argued that it was technically impossible to 
prevent French users from reaching auctions 
of illegal Nazi memorabilia on its sites. But a 
panel of three technical experts argued that 
1e-address tracking could spot more than 
60% of French surfers. 

Both filtering and 1p-address tracking are 
far from perfect. Filters generally block too 
much-—and too little. And surfers can block 
rp-address tracking by using services such as 
Zero Knowledge’s Freedom or anony- 
mizer.com. In any case, knowing where a 
user is is only part of the solution. In the case 
of Yahoo!, the firm would still have to work 
out which auctions to block. 

But do these shortcomings matter? 

Jack Goldsmith; a law professor at the 


real world is full of imperfect filtering 
and identification. techniques: crimi- 
nals crack safes, 15-year-olds visit bars 
with fake rps, secret information is 
leaked to the press. To Mr Goldsmith, 
there is little doubt that filtering and 
identification technologies will help to 
make cyberspace more regulated, be- 
cause they will allow governments to 
raise the cost of getting certain in- 
formation. 

China, for instance, has essentially 
covered its territory with an Intranet 
isolated from the rest of the online world by 
software that blocks access to sites with un- 
wanted content. Although clever surfers can 
find ways to tunnel through the “Great Fire- 
wall”, it keeps the majority from straying too 
far online. Most Chinese, in any case, get on 
to the Internet from work or a public place, 
where the state can control the software and 
track what users do, and where they risk be- 
ing seen if they go to an illegal site. 

These technologies are likely to become 
more efficient. The demands of e-commerce, 
rather than governments, are driving im- 
provements. Akamai, an Internet firm 
which speeds up delivery by using a net- 
work of computers to store online content 
closer toconsumers, recently started offering 
a new service called EdgeScape. This allows 
websites to determine exactly where a visitor 
is, at the time he visits, in order to customise 
content by region or country. 

Online companies will certainly also 
make use in future of a controversial feature 
called revé, designed by the Internet Engi- 
neering Task Force (1eTF). At present, the 
anonymity of most Internet users is more or 
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less- protected because. service“ providers 
generally assign a different 1p address each 
time someone logs on. But 1pv6 includes a 
new, expanded 1p address, part of which is 
the unique serial number of each computer's 
network-connection hardware. Every data 
packet sent will carry a user’s electronic fin- 
gerprints. 


Force against freedom 


The holy grail for e-commerce, however, 
would be a system in which users had per- 
manent digital certificates on their comput- 
ers containing details of age, citizenship, sex, 
professional credentials, and so on. Such 
technology would not only allow websites 
to aim their services at individuals, but 
would let governments reclaim their author- 
ity. These solutions to Internet regulation are 
far off, if they fly at all. But Lawrence Lessig, a 
law professor at Stanford University, warns 
that e-commerce firms will push for such 
certificates and that governments may one 
day require them. 

Nor do governments always need new 





technology to impose their regulatory mus- 
cle. They can also rely on human interven- 
tion, just as Yahoo! now intends to do in or- 
der to ban auctions of Nazi and Ku Klux Klan 
items on its site. Although it is coy about de- 
tails, the company says it will use software to 
filter out objectionable material and human 
reviewers to decide borderline cases. 

Indirect regulation can also do the job. In 
Myanmar, formerly Burma, access to the 
web is banned. To enforce this, the country’s 
military regime imposes jail terms of up to 15 
years for unauthorised use of a modem. 
China recently published sweeping new 
rules that require Internet companies to ap- 
ply for a licence and hold them responsible 
for illegal content carried on their websites. 
And democratic governments are learning 
that illegal commercial activity, such as on- 
line gambling, can be regulated by control- 
ling credit-card companies and other finan- 
cial intermediaries. 

Perhaps the most promising approach, 
from the governments’ point of view, is co- 
ordinated action to gain some control over 
the online world. Faster than might be ex- 


pected, countries have banded together to 
fight the threat of jurisdictional arbitrage 
and to solve conflicts of law. The most 
straightforward way for governments to do 
that is to devise a uniform international 
standard. One early example is the World 
Intellectual Property Organisation’s copy- 
right treaty of 1996, which strengthened in- 
ternational copyright rules. 

The Council of Europe—a group of 41 
countries which includes all 15 members of 
the European Union—is putting the finish- 
ing touches to the world’s first international 
treaty on cybercrime. The United States, 
which has also been involved in the negotia- 
tions, supports the treaty’s main points. Sig- 
natories to the agreement, which will proba- 
bly be presented for ratification this 
summer, must have laws on their books that 
allow, for instance, quick seizure of incrimi- 
nating computer data and its distribution to 
authorities in other countries. 

Such harmonisation is most likely in ar- 
eas of interest to big multinational corpora- 
tions (copyright) or where the interests of 

countries are closely aligned (crime 
and taxation). On January gth, the 
OECD countries announced that they 
had agreed on a series of rules deter- 
mining what kind of e-commerce ac- 
tivities made a company liable to tax- 
ation: doing business through a 
website, they concluded, would not 
leave a company liable to tax in the , 
country from which the website had — 
been accessed. But even most demo- 

cratic countries are unlikely to agree on 

standards for more controversial is- 

sues, above all freedom of speech. As a 

result, in many areas, governments are 

trying “softer” approaches. 

In the case of privacy, for instance, 
the United States and the £u have agreed to 
disagree. America so far favours self-regula- 
tion and sectoral laws, for example for the 
health-care industry, in order to protect the 
personal data of its citizens. In contrast, the 
Eu relies on comprehensive privacy legisla- 
tion enforced by data-protection agencies. ` 
The £u’s privacy directive also authorises 
member states to cut off the data flow to 
other countries, including the United States, 
which do not have (by its lights) adequate 
privacy laws. 

To avoid a trade war over personal data, 
both sides devised a “‘safe-harbour” agree- 
ment that went into effect on November ist. 
This protects companies from having their 
data flow severed, as long as their privacy 
policies comply with certain principles .. 
(such as letting consumers choose how data 
are used, and allowing access to thatdata). So 
far, however, only a dozen companies and 
organisations have registered with Amer- 
ica’s Department of Commerce, not least be- 
cause many firms first want to see whether 
and how the agreement will be enforced. 

The provisions of the Hague Convention 


THE ECONOMIST JANUARY 13TH: 2008 








Nanyang Business School 


Nanyang Technological University 
SINGAPORE 








MAIN FEATURES OF THE PROGRAM 

* A rigorous interdisciplinary program that integrates techniques and concepts at the forefront 
of Finance, Mathematics, and Computer Science. 

* An exclusive program for candidates with a strong quantitative background, 

* Diverse and challenging career opportunities in risk management, quantitative asset management, 

product structuring, sales and quantitative trading, quantitative research and financial 

information technology. 

Administered by the Centre for Financial Engineering, an Inter-School Research Centre at the 

Nanyang Technological University. 

* Minimum candidature of ONE YEAR (Full Time) and TWO YEARS (Part Time), including a 7 - week 
term at Carnegie Mellon University where participants will do 4 advanced courses. 

* Small class size. 

Excellent facilities including two financial trading rooms. 

ADMISSION REQUIREMENTS 

* A good Undergraduate degree in Applied Mathematics, Applied Science, Statistics, Computer 
Science, Engineering, Economics or other quantitative fields. 

* A good GMAT or GRE score. 

* A minimum of two years’ relevant working experience after obtaining the first degree. Candidates 
without working experience but with excellent academic qualifications may also be considered, 

Applications are invited for the academic year 2001 / 2002 commencing July 2001. 

Detailed information and application form can be downloaded from the website: 

http://www.ntu,edu.sq/nbs/mfe 

For inquiries, please contact Hwee Fong at (65) 790-4758 or Email: mfe@ntu.edu.sq 

Closing Date: 15 March 2001 


























THE LAGOS STATE GOVERNMENT 
PRIVATIZATION OF 
LAGOS STATE WATER SYSTEM 


P I FIN 


As part of its economic reform program, the Lagos State Government (LASG) has decided to seek private sector participation in 
the Lagos State water system. To this end, LASG has developed a specific scheme with the help of its financial advisor, the 
International Finance Corporation, and is inviting expressions of interest from potential operators/investors. 


-The state-owned Lagos State Water Corporation (LSWC) is currently managing the Lagos water system, with the charter to 
produce and distribute drinking water to the population of Lagos State. LSWC’s coverage is estimated to be around 30%-35% and 
the non-served population obtains its water from intermediaries and private sources at relatively high prices. Unaccounted-for- | 
water is exceptionally high and efforts are under way to remedy the situation. The World Bank (IDA) is considering the provision of ff 
credits for both the short and long term needs of the Lagos water sector. | 
LASG is inviting private sector participation by splitting the Lagos State water system into two contracts, a concession for the |} 
South-East islands and peninsula (the “Lekki Concession”), and a hybrid contract for the rest of the State, combining features of [I 
management, service, affermage/lease and concession contracts (the “Mainland Contract”). 

The contracts will be awarded through international competitive bidding to qualified operators with proven financial and 
operational capabilities in the water industry, alone or in consortium with qualified technical and financial partners. LASG reserves 
the right to exclude any unsuitable bidder. E 
Companies or consortia interested in participating in the bidding process are requested to submit their references in the water 
industry (production, transmission, distribution and commercialization) by February 6, 2001, in electronic, fax or mail form, to the 
following addressees: 





























Lagos State Water Corporation International Finance Corporation 

Mr. Olu Coker, Chief Executive Officer Mr. Berard Portier, Room 19-187, 1850 Eye Street, NW 
P.O. Box 555, Water House, ljora, Lagos, Nigeria Washington DC 20433, USA Tel: (202) 473 9590 

Tel: 234-1-774 1973 E-mail: olawale@coker.metrong.com Fax: (202) 522 0933/3462 E-mail: bportier@ifc.org 







THIS NOTICE IS FOR INFORMATION PURPOSES ONLY 
AND DOES NOT CONSTITUTE AN INVITATION TO TENDER 
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could prove more popular. This. treaty, 
which is due to be adopted at a diplomatic 
conference in June, was first proposed by the 
American government in the early 1990s to 
formalise worldwide what American courts 
already often do: enforce foreign judgments 
in matters such as intellectual-property 
claims, contractual disputes. and libel. Amer- 
ican citizens would thus also be able to col- 
lect awards abroad. 

Under the treaty, an online store could 
be liable under laws in any of the 48 mem- 
ber-countries of the Hague conference. That 
is why the American government is oppos- 
ing, among other things, a clause that would 
ensure that consumers could sue businesses 
in the courts of the country where the con- 
sumer lives. 

Instead, the Department of Commerce 
and e-commerce firms are pushing fora dif- 
ferent solution: in effect, a new system of 
private laws, which would avoid the. re- 
quirement to abide by the laws of the coun- 
tries where their customers live. As in the 










differing practice, especially where free 
speech is concerned. For example, Yahoo! 
will probably successfully defend itself in 
the American courts, on first amendment 
grounds, against the French judgment. 

And yet this may not be enough. The 
company plans to go on fighting the legal 
case. On December 22nd it asked a federal 
court for a ruling stating that a French court 
cannot hold an American-based company 
accountable for breaking French law. Never- 
theless, the company has already, in effect, 
caved in by banning Nazi memorabilia from 
its auction sites. So whatever the American 
courts decide, the outcome will be new re- 
strictions.on Yahoo!'s American operations. 

The firms that will be easiest to regulate 
and restrict, and which will be subject to 
multiple jurisdictions, will be those with as- 
sets in several countries: big websites such as 
Yahoo!, Amazon and eBay. But this is noth- 
ing new, Mr Goldsmith argues: multinat- 
ional companies have always faced multiple 
regulatory burdens. In addition, new tech- 
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portant agreement as the cybercrime treaty 
is a sign that Washington did not want it 
widely discussed. Although negotiations be- 
gan three years ago, the treaty was made 
public only last April, in its 22nd draft. Only 
recently, therefore, were Internet advocacy 
groups able to get involved. To them, the 
treaty is a document that “threatens the 
rights of the individual while extending the 
power of police authorities.” 


Technology’s double edge 


The treaty also exemplifies the risk that gov- 
ernments, especially democratic ones, run 
when they try to assert their authority in the 
online world. The legal tools and technol- 
ogies they develop, though useful in that 
context, may well be abused not only by 
them but also by authoritarian govern- 
ments. The means used by France to fight 
anti-Semitism on the web could also be used 
to prevent people living in less democratic 
countries from getting the information they 
néed to strive for basic freedoms. 











Safe Harbour agreement, web firms could 
seek a certification that they follow certain 
minimum rules of consumer protection and 
privacy. Conflicts would be resolved by so- 
called “alternative dispute resolution”. 





Lessons from Yahoo! 


Will these trends turn cyberspace into a 
place stuffed with even more rules than the 
real world, as online companies worry? Or, 
as free-speech advocates predict, will liti- 
gants and governments pursue service pro- 
viders they don’t like, leading to an ever- 
tighter standard for protected speech? 

For now, these fears seem exaggerated. 
But much depends on how the legal and po- 
litical battles of the next few years are settled, 
and how technology evolves. There have 
been some attempts to steer a middle course. 
The Brussels Convention, for instance, lets 
consumers sue a foreign website in their 
home country only if the site can be proved 
to have aimed at that country’s market. 

_ Many courts are likely to refuse to en- 
force foreign judgments on matters of widely 
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nology will make it much easier to comply. 
Several start-ups such as Mercury2, MyCus- 
toms.com and tariffic.com already offer ser- 
vices that automate the process of making 
sure that cross-border trade complies with 
all the various rules. 

For Michael Froomkin, a law professor at 
the University of Miami, all this represents a 
great irony about the Internet. What was 
supposed to be an anarchistic and liberating 
technology may in fact make the world less 
democratic, by forcing a huge increase in le- 
gal harmonisation. This will mostly be pur- 
sued by governments and vested interests 
banding together to enact multilateral trea- 
ties, which are difficult for national parlia- 
ments to scrutinise or change. 

The Hague convention and the cyber- 
crime treaty are cases in point. If the online 
industry creates its own way of resolving 
disputes, this could take away jurisdiction 
from courts worldwide and eliminate exist- 
ing legal rights. And the fact that the Ameri- 
can government let a relatively unknown 
European organisation develop such an im- 



















Those aiming to preserve the Internet’s 
freedom-loving character also have new 
technologies to deploy in their battle with 
government regulators. So-called peer-to- 
peer networks could make it more difficult to 
control content on the Internet. FreeNet, for 
instance, automatically spreads copies of. 
documents all over the web, so that they no 
longer belong toone place. And Safe Web will 
soon launch a service called “Triangle Boy” 
that allows netizens in democratic countries 
to turn their pcs into so-called proxy servers. 
These can then be used by surfers in China, 
Saudi Arabia or Vietnam to pierce through = 
their countries’ firewalls. 5 

On the Internet, the struggle between 
freedom and state control will rage for some 
time. But if recent trends in online regulation 
prove anything, it is that technology is being 
used by both sides in this battle and that 
freedom is by no means certain to win. The 
Internet could indeed become the most lib- 
erating technology since the printing press— 
but only if governments let it. 
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Clinton's last gasp 


Bill Clinton outlined his well- 
leaked plans for an Israeli- 
Palestinian settlement, but 
neither the Palestinians, of 
whom at least 306 have been 
killed in the recent violence, 
nor the Israelis, approaching a 
prime-ministerial election that 
the hardline Likud leader is set 
to win, seemed interested. But 
they did talk to each other 
about security, and may re- 
new joint patrols. 


The trial of two Libyans ac- 
cused of murdering 270 people 
in a mid-air bomb explosion 
over Lockerbie in Scotland in 
1988 neared its end when the 
defence unexpectedly rested 
its case after calling only three 
witnesses. 


Saudi Arabia’s interior minis- 
ter announced that he would 
be visiting Iran soon to sign a 
security pact. This would be 
the first security agreement 
between Iran and a member 
of the Gulf Co-operation 
Council. 


As Sierra Leone's war spread 
deeper into Guinea, the UN’s 
refugee agency struggled to 
protect several hundred thou- 
sand refugees displaced by 
fighting. 


The government of Côte 
d’Ivoire foiled an armed 
coup by rebel soldiers. It 
blamed its neighbours for giv- 
ing assistance to the plotters. 
The president of Burkina Faso 
said the situation in Côte 
d'Ivoire threatened the stabil- 
ity of West Africa. 


Can't get the help 


George Bush, America’s presi- 
dent-elect, suffered a setback 
in his efforts to prepare a new 
government. His nomination 
for labour secretary, Linda 
Chavez, was forced to with- 
draw. She had admitted em- 
ploying an illegal immigrant in 
her home. 
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Jesse Helms, the chairman of 
the Senate Foreign Relations 
Committee, said he would 
support the paying of Amer- 
ica’s arrears to the United 
Nations, even though the in- 
ternational body has not com- 
pleted all the financial reforms 
he would like. The uN says 
the United States owes nearly 
$1.6 billion. 





Edwin Edwards, a former gov- 
ernor of Louisiana, who has 
survived more than 20 crim- 
inal investigations, was fi- 
nally sentenced to ten years in 
prison for extortion. 


Lucien Bouchard, Quebec's 
premier, was said to be going 
to resign after clashing with 
hardline separatists in his Parti 
Québécois. 


After a week defiantly holed 
up in his seaside holiday 
home, General Augusto Pi- 
nochet began medical tests in 
Santiago’s military hospital. 
The tests were ordered by 
Chile’s courts to establish 
whether the former dictator is 
mentally fit to stand trial on 
charges for atrocities. 


More bloodshed in Colom- 
bia. Right-wing paramilitaries 
killed 25 civilians in six inci- 
dents. Helicopter-borne troops 
rescued 56 people held hos- 
tage by the ELN guerrillas, 
who then took a further 13 
hostages. And a car bomb 
near a Medellin shopping mall 
injured 50. Meanwhile, in an 
apparent attempt to keep a 
stalled peace process alive, the 
FARC, the main guerrilla group, 
was said to be planning to re- 








lease 150 of the 450 soldiers 
and police it holds captive. 


Ten candidates registered for 
Peru’s presidential election, 
due in April. As well as Ale- 
jandro Toledo, defeated by 
now-disgraced Alberto Fuji- 
mori in a rigged vote last year, 
they included Alan Garcia, a 
former president whose rule 
from 1985 to 1990 was marked 
by disastrous populism. 


Talking about talks 


The uN announced that 
Myanmar’s military junta 
had begun talks about talks 
with the leader of the coun- 
try’s democracy movement, 
Aung San Suu Kyi, who re- 
mains, in effect, under house 
arrest. Such contact, the first 
for five years, could mark a 
more conciliatory approach by 
the isolated rulers. 


The trial began in Indonesia 
of six men charged with mur- 
dering three UN officials in 
West Timor last year. 





da eee X r 5 
Thai Rak Thai, the party of 
Thaksin Shinawatra, a tele- 
coms tycoon, won 254 seats in 
the 500-seat lower house of 
Thailand’s parliament, ac- 
cording to unofficial results. 
Mr Thaksin may, however, be 
ineligible for the prime minis- 
tership if a ruling condemning 
him for failing to declare all 
his assets is upheld. 


Documents published in the 
United States purporting to 
show fierce disagreement 
among Chinese leaders at the 
time of the Tiananmen 
Square massacres in 1989 
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were dismissed as forgeries by 
the Communist government. 


Branded with failure 


Two German government 
ministers, Andrea Fischer, a 
Green in charge of health, and 
Karl-Heinz Funke, a Social 
Democrat responsible for agri- 
culture, resigned amid allega- 
tions that they had mishan- 
dled the country’s crisis over 
mad-cow disease. 





Joschka Fischer, Germany’s 
Green foreign minister, who is 
due to give evidence at a ter- 
rorist trial of a former political 
associate from his days as a 
far-left activist, rejected 
charges that he had been un- 
truthful over the extent to 
which he had himself been 
involved in violent protest. 


Guido Westerwelle was 
chosen to replace Wolfgang 
Gerhardt as head of the Free 
Democratic Party, Germany’s 
liberals, who were junior part- 
ners in government with the 
Christian Democrats until 
1998. He said his party should 
consider a partnership with 
the ruling Social Democrats. 


Biljana Plavsic, a former presi- 
dent of Bosnia’s Serb Repub- 
lic, gave herself up to the un’s 
war-crimes tribunal at The 
Hague. She was charged with 
genocide but pleaded “not 


guilty”. 


Germany and Italy called for 
an inquiry into depleted 
uranium, used in NATO’s 
shells in the Balkans. It is ac- 
cused of causing up to 30 
peacekeepers to die of cancer. 
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Military blunder 











BAE Systems, a British de- 
fence and aerospace group 
that is the world’s second-big- 
gest, has run into trouble. It is- 
sued a profit warning for this 
year and next resulting from 
problems with military-air- 
craft production. Job cuts are 
also expected. Its shares went 
into a tailspin. 


American Airlines struck 
two deals that would consoli- 
date its domestic position 
alongside United Airlines. It 
offered to buy Trans World 
Airlines, the country’s 
eighth-largest carrier, and 
some assets of US Airways 
for $1.7 billion. The acqui- 
sitions from us Airways 
should help United’s takeover 
of that airline to get regulatory 
approval. United and Ameri- 
can would each control 
around 25% of America’s mar- 
ket, if allowed to proceed. 





Airbus Industrie won the 
latest round of its battle with 
Boeing by concluding an 
agreement with United Par- 
cel Service for the purchase 
of 60 4300-600 cargo planes. 
The $6 billion order will be 
delivered in the period 2003- 
09. FedEx, another American 
parcel-delivery service, which 
has just signed a deal to han- 
dle some of the postal ser- 
vice’s air transport, is ru- 
moured to want ten A3805. 





California’s electricity cri- 
sis worsened as Southern 
California Edison and Pacific 
Gas & Electric, two huge 
power utilities, teetered on the 
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"Lafarge, a French building- 


| sue involved a third of its 3.5% 


brink of bankruptcy. Federal 
and state officials met with in- 
dustry representatives in 
Washington, pc, and prom- 
ised to find a solution. The 
companies owe over $o bil- 
lion for electricity and the law 
forbids them from passing on 
the charges to customers. 








materials company and the 
world’s second-largest cement 
supplier, agreed to buy Blue 
Circle Industries, Britain's 
biggest cement firm, for £3.1 
billion ($4.6 billion). Blue Cir- 
cle rebuffed a hostile bid from 
Lafarge last year. The deal 
would consolidate Lafarge’s 
position as the world’s leading 
cement company. 


The president and chief exec- 
utive of Japan’s biggest tyre 
maker, Bridgestone, Yoichiro 
Kaizaki, is to resign. The res- 
ignation is an effort to salvage 
the company's name, which 
has been tarnished by the tyre 
recall at its American subsid- 
lary, Bridgestone-Firestone, 
and by lawsuits linked to acci- 
dents on Ford Explorers that 
had Firestone tyres. 


Hold the phone 


Hutchison Whampoa, a 
Hong Kong conglomerate, sold 
exchangeable bonds worth 
$2.5 billion that can be con- 
verted into part of its share- 
holding in Vodafone, the 
world’s leading mobile-phone 
operator. Hutchison got the 
stake in exchange for its share 
of Mannesmann; the bond is- 


holding. Vodafone’s shares fell 
on fears that hedge funds that 
had bought the bonds were 

short-selling Vodafone. 
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Vodafone moved into Latin 


| America’s burgeoning mobile- 


phone market. It acquired a 
34.5% stake in Fusacell, Mex- 
ico’s second-largest mobile- 
phone company, for $973m. 


France Telecom announced 
plans to sell part of Orange, 
the mobile-phone unit it 
bought from Vodafone last 
year and which it has since 
bolstered with its own mobile 
holdings. France Telecom 
could sell as much as 15% of 
Orange and raise up to €11 
billion ($10.3 billion). It also in- 
tends to issue a convertible 
bond to raise more cash to put 
towards paying off debts of 
around €60 billion. 


NTT DoCoMo, Japan’s big- 
gest mobile-phone operator, is 
to make a secondary share of- 
fering worth some ¥900 bil- 
lion ($7.7 billion), using the 
proceeds to help pay for its 
recent investment in ATAT 
Wireless. 


Shares in Nokia, the world’s 
leading maker of mobile 
phones, suffered an 8.7% de- 
cline after it announced that 
handset sales had reached 
only 128m in 2000; analysts 
had expected sales to top 
135m. Recent figures suggested 
that Nokia had won market 
share at the expense of rivals; 
their shares also dipped. 


Tiscali, an Italian Internet 
service provider, made head- 
way in its challenge to Eu- 
rope’s largest isp, Deutsche Te- 
lekom’s T-Online. Tiscali is 
to pay some €650m ($611m) 
for Liberty Surf, a French isp, 
after earlier buying World On- 
line. It will become Europe’s 
second-largest isp with some 
4.9m subscribers, compared 
with t-Online’s 6.7m. 


SAP, Europe's biggest busi- 
ness-software company, an- 
nounced that revenues for the 
last quarter of 2000 were 
higher than it had expected at 


| €21 billion ($18 bi lion)—27% 
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above the same period in 
1999. This suggests that sap 
may be in a better position 
than most to cope with a fall 
in 17 spending as the econo- 
mies of America and Europe 
slow down. 


Yahoo!, the big Internet por- 
tal company, reported fourth- 
quarter profits in line with 
expectations. But it cut fore- 
casts of revenues in 2001, lead- 
ing to a sharp sell-off of its 
shares. 


Debt dilemmas 


Russia agreed to interest pay- 
ments of a paltry $10m on So- 
viet-era debt that is not part 
of a rescheduling deal with 
the Paris Club of western 
debtors. However, Russia con- 
firmed that it would allow 
only a partial servicing of the 
bulk of its $48 billion debt, 
probably hoping to force an- 
other restructuring of its for- 
eign debts. 














Deepening gloom over 
Japan’s economic prospects 
sent the Nikkei stockmarket 
average tumbling once again. 
On January uth, it hit a new 
27-month low. 


Central bankers from the 
G10 countries meeting in Basle 
attempted to counteract 
doom-mongers with a cheery 
prediction that the American 
and world economies were 
headed for a soft landing. 
However, issuing comforting 
reassurance when crisis threat- 
ens comes near the top of the 
job description for most cen- 
tral bankers. 
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BANGKOK 


By electing an untested billionaire as prime minister, Thailand has 
apparently abandoned political reform and opted for uncertainty 


HE full results will not be known for 

weeks, and up to 100 ballots will have to 
be held again. But Thailand awoke on Janu- 
ary 7th to find it had thrown out of office the 
man who has steered it through the last three 
crisis-ridden years, and replaced him with 
Thaksin Shinawatra, a highly successful 
businessman with limited experience of 
politics, who may well be barred from par- 
liament under anti-corruption laws. 

The election was, even by Thai stan- 
dards, rather murky. The Nakhon Ratchsima 
Rajabhat Institute, which studies poll fraud, 
estimated that at least 20 billion baht 
($465m) in bribe money was given out dur- 
ing the campaign and on election day. Forty- 
three Thai politicians and political canvass- 
ers were murdered in the weeks running up 
to the election. 

The outgoing prime minister, Chuan 
Leekpai, tends to be viewed more favoura-~ 
bly abroad than at home and seems to have 
paid the price for failing to lift Thailand more 
dramatically out of economic crisis and re- 
turn it to near-double-digit growth. Cashing 
in. on the unpopularity of Mr Chuan’s Dem- 
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ocrats, Mr Thaksin’s two-year-old Thai Rak 
Thai (rrr) party unleashed a powerful cam- 
paign. While airing flashy commercials, it 
was simultaneously recruiting influential 
provincial power brokers, including a num- 
ber of retreads from some of Thailand’s most 
discredited parties. rRT, which has gained an 
unexpectedly large mandate and knocked 
the Democrats for six, needs only one main 
coalition partner. 

That will be the New Aspiration Party, 
led by the former army chief, General Cha- 
valit Yongchaiyudh, in whose dismal but 








short-lived government Mr Thaksin served 
as deputy prime minister. So the new ad- 
ministration will be less hobbled by having 
to please small parties than past Thai gov- 
ernments, TRT and the nar are a good fit: the 
general is popular in the provinces, but is 
seen as a bit of a country bumpkin in Bange |. 
kok, whereas Mr Thaksin has attracted votes 
from aspiring young urbanites. 

Having few partners will suit Mr Thak- ` 
sin, who describes himself as above all a 
manager, with few political bones in his 
body. Judicious use of his political connec- 
tions and a nose for the deal helped him 
make a fortune in the telecoms business, and 
he has promised Thais a more decisive, cor- 
porate style of leadership. Mr Chuan was 
perceived to have run out of steam. 

But opinion is divided on whether TRT'S 
policies will be any good for the country. Mr 
Thaksin says he will weed out corruption, 
improve Thailand’s education system and. 
encourage the Internet economy. His party 
lionises him as the man who launched Thai- 
land’s first satellite, as if sorting out the econ- 
omy could be no harder than that. On his 
website, he describes himself as “the knight 
of the Third Way”. 

But he has also made risky campaign 
promises, including pledges to give ım baht 
to each of Thailand’s 70,000 villages and to 
impose a three-year moratorium on interest 
payments by indebted farmers. Analysts 
rightly question where the money will come 
from, since the government is already run- 
ning a debt that amounts to60%of cpp. A re- 
cent report by the Standard Chartered bank 
warned that TRT’s programmes might push 
the government debt to more than 100% of 
GDP. 
“Thaksin is, in a way, promoting an Ital- 
ian-style model, which focuses on what 
Thailand does best, agriculture, while up- 
grading some high-tech sectors,” says Chris 
Baker, author of several books on Thai poli- 
tics. The comparison with Italy is apt: Mr 
Thaksin resembles no one more than Silvio 
Berlusconi, Italy’s once and probably future 
prime minister. Both men amassed vast for- 
tunes, which they then used tocreate 
new political movements as vehicles 
for their own ambitions. And like Mr 
Berlusconi, Mr Thaksin has now 
bought himself a television station, 
which tends to put out adistinctly fa- 
vourable picture of its owner. 

Also like Mr Berlusconi, Mr 
Thaksin has his troubles with the 
clean-government people. On De- 
cember 26th, the National Counter- 
Corruption Commission, whose 
mandate to ferret out graft was sig- 
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OR Buddhists it is im- 

portant to earn merit in 
this life, soas to be rewarded 
in the next one. In Myan- 
mar, where Buddhist tem- 
ples and monks proliferate, 
merit is attained through 
good deeds such as the re- 
lease of caged birds and 
trapped fish. Believers buy 
them at roadside stalls and 
set them free. Now it seems 
that Myanmar’s military 
junta, which for more than 
ten years has repressed a 
democracy movement and 
locked up its leaders, may be changing tac- 
tics. The generals appear to want some 
merit themselves by beginning talks about 
democracy, and perhaps even by releasing 
political prisoners. 

The United Nations announced this 
week, with Myanmar’s blessing, that con- 
tact had been made between the military 
men and the leader of the country’s de- 
mocracy movement, Aung San Suu Kyi. She 
has been under what amounts to house ar- 
rest since September last year for staging a 








A caged bird 


Talking at last to Aung San Suu Kyi 


series of protests on the edge 
of Yangon, the capital, com- 
plaining that her opposition 
National League for Demo- 
cracy (NLD) was being stran- 
gled by the government. For 
years the junta has dis- 
missed Miss Suu Kyi as an 
agentof “foreign powers”, or 
as an irresponsible “little sis- 
ter”. It has always refused to 
contemplate a political role 
for the NLD, despite the 
party's landslide victory ina 
general election in 1990. 
Even routine contacts with 
Miss Suu Kyi were severed after 1995. 

So the most tentative signs of a thaw 
have been greeted with excitement and 
some confusion by pro-democracy cam- 
paigners based in neighbouring Thailand, 
who talk about “another Berlin Wall” com- 
ing down, and witha cautious welcome by 
diplomats. These could be “‘a bridge to real 
dialogue, although itis going to take time to 
gain some confidence”, says one. The fact 
that news of the talks has been made pub- 
lic with Myanmar’s approval “gives them 


far more weight”, says another. 

Credit has so far been given to the new 
UN special representative for Myanmar, 
Razali Ismail, who is a Malaysian. He vis- 
ited the country in October and again this 
week, when he was allowed to meet Miss 
Suu Kyi. Malaysia’s prime minister, Ma- 
hathir Mohamad, who is eager to end the 
isolation of Myanmar by international in- 
stitutions and other countries, has also 
been in Yangon. Because Malaysia has un- 
usually close relations with Myanmar, he 
may have persuaded the regime that direct 
talks with Miss Suu Kyi would ease dip- 
lomatic pressure on the country and on 
other members of the Association of 
South-East Asian Nations. The group has 
been treated with some circumspection by 
the West since Myanmar joined in 1997 and 
some members, such as Thailand, have 
tried to distance themselves. 

But the recent clampdown on the NLD 
has shown no sign yet of being eased: one 
parliamentarian was jailed for 21 years re- 
cently. And any talks will be hindered 
while senior NLD members are kept in 
army camps and denied the freedom to 
talk to one another. “These contacts are like 
a negotiation between a hostage and a cap- 
tor,” complained one democracy activist 
this week. Not much merit in that. 








nificantly strengthened under Mr Chuan’s 
administration, found Mr Thaksin guilty of 
concealing assets worth tens of millions of 
dollars. Some, including a golf course and 
shares in his main electronics company, had 
been transferred to his drivers or his maids, 
allegedly to avoid scrutiny. Implausibly, Mr 
Thaksin said his failure to report all his hold- 
ings was an oversight. He blamed his wife for 
the transfers. 

If the Nccc’s decision is upheld by Thai- 
land’s constitutional court, which will rule 
on the matter within two to three months, 
Mr Thaksin faces being banned from politics 
for five years, a fate which last year overtook 
the then minister of the interior. It is thought 
unlikely that the constitutional court will 
overturn the ruling against Mr Thaksin: in all 
the eight corruption cases so far referred to it, 
the court has upheld the verdicts. 

Many analysts fear that, without Mr 
Thaksin, who dominated party meetings, 
TRT’s inner circle would be unable to govern. 
In the paralysis, the stockmarket, which at 
first responded favourably to rrt’s large vic- 
tory, would fall, possibly triggering a second 
recession. If so, the Democrats would be 
waiting in the wings. Twice the Thais have 
turned to Mr Chuan and his Democrats in 
their hour of need: after the bloody army 
uprising of 1992, and again after the collapse 
of the baht in 1997. Quite possibly, they will 
do so again. 

—S - Fam 
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China 


The ghosts of misdeeds past 


BEIJING 


The leadership brushes off attempts to confront it with its past 


WICE already this year, China has been 
shaken by echoes from two of the sorrier 
episodes in its recent history. One concerns 
China’s actions in Cambodia, where in the 
1970s it propped up the brutal rule of Pol 





Who inspired Pol Pot? 


Pot’s Khmers Rouges. The other is closer to 
home, in the form of newly published pa- 
pers claiming to document the top-level de- 
liberations of the Chinese leaders who or- 
dered the deadly army assault on thousands 
of peaceful demonstrators around Tianan- 
men Square in June 1989. 

On January 2nd, Cambodia’s National 
Assembly authorised a tribunal to prosecute 
Khmer Rouge leaders for genocide. The pro- 
posal needs still to be approved by Cambo- 
dia’s Senate, which was debating it this 
week, and by the king, and it will take 
months to complete the administrative ar- 
rangements. But it seems likely to proceed. 

Even though no foreign nationals will be 
tried, China’s role is bound to come under 
scrutiny. It is not easy todistinguish between _ 
China’s support for Pol Pot and complicity in 
his policies, which saw 1.7m Cambodians 
perish between 1975 and 1979 in a nation- 
wide purge closely modelled on China’s 
own cultural revolution. More troubling still 
are allegations made by the Documentary 
Centre of Cambodia that Chinese advisers 
worked at the infamous Tuol Sleng prison, 
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helped train Khmer Rouge arrest-squads, _ 
and sometimes took part in arrests. 

When President Jiang Zemin visited 
Phnom Penh last November, he was 
hounded by demonstrators callingon China 
to acknowledge its role in the tragedy. The 
protests were enough to force Mr Jiang to- 
curtail his movements around Phnom Penh, © 
but not enough to elicit any sign of Chinese 
introspection, far less any kind of apology. 

The Tiananmen massacre of 1989 elicits 
similar embarrassment from China—and a 
similar policy of sweeping awkwardness 
under the carpet. The papers released this 
month in America purport to be minutes of 
conversations among the senior members of 
the regime in the days leading up to the 
army’s takeover of central Beijing. Allegedly 
smuggled out by an anonymous but reform- 
minded ‘senior official, the papers contain 
fascinating scraps of dialogue, though they 
do not greatly alter foreign analysts’ under- 
standing of what happened. With the lead- 
ers divided over how to handle the crisis, a 
handful of retired elders stepped in to end 
the protests, and then installed Jiang Zemin 
as the new top dog. 

The more interesting point is that the 
documents have come to light at all, espe- 
cially at a moment. when many of those at 
the top, including Mr Jiang, are preparing to 
step aside, and the jockeying among those 
who would replace them is in full swing. 
China says the papers are a fabrication, and 
has repeated its view that the actions taken 
in 1989 were both correct and necessary. 

But Bao Tong, the only senior official to 
be jailed in 1989 for sympathising with the 
demonstrators, is sure the papers are genu- 
ine. He is certain too that China should allow 
an honest and public examination of what 
happened in 1989. “If we really want to avoid 
having this repeated, we need to look at how 
it developed. I know that very few officials 
would have access to these sorts of docu- 
ments, but we know now that at least one of 
them wants to see them published. That’s a 

good thing,” says Mr Bao. 


Sri Lanka 


Poker game 


URING the 17 years of Sri Lanka’s civil 

war, ceasefires have been arranged 
from time to time in the hope that perma- 
nent peace would follow. The difference 
about the present one, called by the separat- 
ist Tamil Tigers in December and due to end 
on January 24th, is that it has not been 
matched by the government. It believes that 
the Tigers sought only a breathing-space. As 
in the past, after recovering they would re- 
sume their attacks with renewed ferocity. 
The government forces have continued to 
kill Tigers with abandon, and held their fire 
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"Japan hangs up the hammer and sickle 


TOKYO 


| OR all the drift of world events else- 

where, the 43 members of parliament 
and 370,000 card-carrying faithful of the 
Japanese Communist Party (jce) still pa- 
tiently await the workers’ revolution. Now 
| there are signs that the long vigil may at 
| last be called off. 

This week brought the revelation that 
theycr’s chairman, Kazuo Shii, is planning 
a visit to the United States, the first of its 
kind for a jcr boss. Apparently, Mr Shii 
hopes to discover whether it is still true 
| that, as the party’s Manifesto on Freedom 

and Democracy declares, the Japanese 
people are enslaved by American imperi- 
| alists working hand in glove with their 
| unequal partners, Japanese monopoly 
capitalists. Sensitivities naturally preclude 


L cial 








a meeting with the incoming Republican | 
administration. But Mr Shii has let it be | 
known that certain “progressive” ele- 
ments of the Democratic Party are safe 
enough to meet. 

If this goes on, the jcr could become 
an interesting new partner in the dating 
game of Japan’s coalition politics. For a 
political party, its reputation among the 
public runs unusually high. In contrast to 
most of its rivals, the jcr’s finances are 
clean. Most of its money comes from sales 
of Akahata (“Red Flag’), the party news- | 
paper. Its vote is well organised, through ` 
26,000 party branches. In fact, the only 
thing holding Japan’s Communists back 
so far has been their communism, a pro- 
blem the party has begun to attend to. 
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only on Christmas day. 

While the government 
can claim some consistency 
for its policy of all-out war 
on the Tigers, formally 
adopted six months ago, its 
rejection of the Tigers’ offer 
has upset the Norwegians, 
who for 18 months have 
been trying to find a way to 
end the conflict. The Nor- 
wegians are among the 
most peaceable people on 
earth these days, whatever 
they may have got up toduring Viking times. 
They find it difficult to understand why the 
president of this little island, Chandrika 
Kumaratunga, and the Tigers’ leader, Velu- 
pillai Prabhakaran, cannot settle their differ- 
ences. Britain, the United States and India, 
the regional superpower, share the Norwe- 
gians’ disappointment. A meeting in Paris in 
December of Sri Lanka’s aid donors ended, 
unusually, without any pledges being made 
for the next financial year. 

Sensing Sri Lanka’s growing isolation, 
Mrs Kumaratunga broadcast on January 8th 
specifically to the people of the north-east, 
where most Tamils live, and which has been 
the main cockpit of the war. She said there 
was no point in having a ceasefire unless the 
Tigers were prepared to negotiate. Once they 
agreed to negotiations, the government 
would be ready for a ceasefire. 

In this poker game it is difficult to see 
which side has the better hand. The Tigers’ 
publicity machine, centred in London, has 
drawn international attention to the govern- 
ment’s hardline position. Militarily the gov- 
ernment seems to have done well during the 
lull, regaining control of an important road 
linking two large towns, Jaffna and Chava- 
kachcheri. But its generals must be nervous 
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that the Tigers will eventu- 
ally renew their attacks in... 
the Jaffna peninsula, 
which they came close to 
capturing in May last year. 

If Norway does get the 
two sides together, what 
will they talk about? The 
Norwegians would like 
the Tigers to stop attacking 
southern areas of the is- 
land, dominated by the 
Sinhalese majority; in re- 
turn, they want the gov- 
ernment to lift its restrictions on supplies of 
food and medicine to rebel-controlled 
towns. Beyond that, the Norwegians appear 
vague. Raymond Johansen, Norway’s dep- 
uty foreign minister, said last week that 
“Tamil aspirations must be met in a substan- 
tial manner.” But he ruled out a separate 
state for the Tamils, which the Tigers have 
demanded. 

Erik Solheim, who handles most of the 
Norwegian negotiations, has mentioned 
Switzerland as a model federation. A Swiss 
Sri Lanka? There’s a thought. 
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India 


The poor want 
answers 


RASSAMAND 


667 HE TREASURE”, a comic play in one 

act, opened for a single matinée in 
Rajsamand last month. The players were ac- 
tivists and peasants from nearby villages, 
costumed in their usual turbans and saris. 
The theatre was the main street of this town 
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in a drought-stricken district of Rajasthan in 
northern India. The plot: the capture of In- 
dia’s wealth by a corrupt trio—a politician, a 
bureaucrat and a policeman. The point: the 
right to information is not merely a slogan 
for journalists but a matter of life and death 
for the poor. 

The play is produced by a group called 
the Mazdoor Kisan Shakti Sangathan (mxkss), 
which translates as the Association for the 
Empowerment of Workers and Peasants. It 
practically invented India’s growing right- 
to-information movement. Its agitation has 
already led to new laws in Rajasthan toopen 
up government and inspired similar initia- 
tives in other states. The central government 
is planning to rewrite the Raj-era Official Se- 
crets Act, which still governs the public’s ac- 
cess to government data. “The idea is so sem- 
inal, we are sometimes awed by its 
implications,” says Aruna Roy, an ex-civil 
servant who is the best known of the two 
dozen people who constitute the mxss’s 
“collective” decision-making body. She 
compares the movement to India’s struggle 
to free itself from British rule. 

In this region, the comparison does not 
seem boastful. In drought years, four-fifths 
of the young men migrate in search of work. 





Many people who stay de- 
pend on government jobs 
to see them through the 
end of winter to the begin- 
ning of the next monsoon. 
Sometimes, though, the 
promised jobs do not ma- 
terialise. Or the wages are 
lower than they are sup- 
posed to be. Some public works are built 
flimsily, or notatall. When people talk about 
famine, they think of corruption. 

The mxss stumbled on that connection 
in the mid-1990s, while campaigning for 
payment of minimum wages. Although it 
has made openness a national cause, its ge- 
nius has been to rally villagers to challenge 
their own local governments on the issue. 
Gram panchayats—councils representing 
clusters of villages—ought to be the most ac- 
countable unit of government because they 
are closest to the people. Yet each is headed 
by asarpanch who spends up to 100,000 ru- 
pees ($2,100), some of it on booze for pros- 
pective constituents, to be elected to a job 
that pays 400 rupeesa month. So the balance 
has tocome from diverting public money. 

In and around Rajsamand district, the 
Mkss is the sarpanch’s nightmare. It has held 





DELHI 


INDUISM is inseparable from the ge- 

ography of India, a land scored with 
rivers that are goddesses and paths that 
pilgrims take. For 42 days startingon Janu- 
ary 9th, the alignment of the stars makes 
Allahabad, where the Ganges, the Ya- 
muna anda mythical third river converge, 
an especially holy place to be. Up to 70m 
Hindus are expected to come to this city in 
eastern Uttar Pradesh to wash away their 
sins at one of the four spots where drops 
of the elixir of immortality fell from a 
pitcher as gods fought with demons to 
possess it. An estimated 2.5m showed up 
on the first day. The last Kumbh Mela 
(pitcher fair), 12 years ago in Allahabad, 
which attracts the biggest crowds of the 


Come on in, the water’s holy 





Take me to the river 





four, set a record for a human congrega- 
tion. This year’s assembly is thought likely 
to break it. 

Non-Hindus who take the trouble to 
go—Madonna and Pierce Brosnan (James 
Bond) are expected—will be awed less by 
the spectacle than by the fervour that ani- 
mates it. In a country where roadside 
shrines have not become mere architec- 
tural curiosities, faith does not seem en- 
dangered by the perils of travel, or by the 
fear of stampeding pilgrims, a common 
hazard at India’s religious gatherings. 

Yet some of the Kumbh Mela’s most 
passionate participants could mar it. The 
Vishwa Hindu Parishad (World Hindu 
Council), a sister organisation of India’s 
ruling party, intends to hold a 
conference of “saints” in Allah- 
abad. Atits end, on January 21st, 
the group may announce a date 
for building a temple in 
Ayodhya, another holy city, 
where a mosque stood until it 
was demolished by Hindu zeal- 
ots in 1992. That set off bloody 
strife between Hindus and 
Muslims. The building of a tem- 
ple might well do the same. It 
would be a pity if Hinduism’s 
greatest festival were remem- 
bered mainly for that. 








a series of public hearings 
where villagers discover 
from official documents 
the discrepancies between 
what is due to them and 
what has actually been de- 
livered. One, for five gram 
panchayats in January 
1998, revealed misappro- 
priations of at least 100,000 rupees in each. At 
some, officials have volunteered to return 
the money. After a 53-day sit-in in Jaipur, the 
state capital, in 1997 the mxss won the right 
for citizens to obtain photocopies of pan- 
chayat records within four days. 

Its battle in Janawad, south-west of Raj- 
samand, shows both the power of openness 
and of the resistance to it. In accordance with 
MkKss-inspired rules, the panchayat painted 
on the walls of its village hall an account of 
works done in the previous five years. It did 
not take villagers long to realise that much of 
the fresco was fiction. In 1998, for example, 
80,000 rupees were supposedly spent on 
renovating Janawad’s dispensary. The nurse 
who lives beside it says no work was done. 
“If this board hadn’t come up, all would 
have been lost in papers,” says another local. 

But the effort to get copies of those pa- 
pers, now backed by the state bureaucracy, 
has so far taken nine months, not four days. 
Janawad’s administration recently won a 
court order to stay the release of documents, 
but the mxss hopes the order will be re- 
scinded this month. When The Economist 
attempted to speak to Janawad’s (now ex-) 
sarpanch, he excused himself, citing sudden 
news of an illness in his family. 

Unlike most good-government cam- 
paigns, which rely on co-operation and con- 
sensus, the mxss’s campaign mobilises the 
humblest people, encourages them to think 
of their interests rather than of traditional 
loyalties to caste or kin and invites the antag- 
onism of officials. Its methods make it possi- 
ble for women, illiterates and lower-caste 
people to assert an authority over govern- 
ment that for most has been merely a distant 
abstraction. 

mxkssers live their egalitarian beliefs. The 
collective’s ten salaried members are an un- 
likely team of polished English-speakers, 
such as Mrs Roy, and local folk. Mrs Roy and 
several others live communally in a com- 
pound consisting of a few mud huts and one 
sturdier office. All receive Rajasthan’s mini- 
mum wage of 60 rupees a day. 

Success is raising awkward issues. The 
Mkss, which describes itself as a “non-party 
political formation”, is coming under pres- - 
sure to enter electoral politics. It has fielded 
three candidates for sarpanch so far (two 
won), and is wondering whether to enter 
elections on a larger scale and for higher of- 
fice. Would that sharpen the mxss’s cam- 
paign, or try the collective’s egalitarianism 
and test its ethics? 

a 
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First blood 


WASHINGTON, DC 


What does Linda Chavez’s decision to withdraw her name from consider- 
ation for labour secretary augur for the tone of politics in Washington? 


NYBODY who thinks that the ancient 
British sport of foxhunting is cruel 
should take a trip to Washington, pc, and 
study the recent American sport of “Bork- 
ing”. The high-season for Borking comes ev- 
ery four or eight years, when a new president 
puts together his administration, and at the 
moment Washington is in full cry. 

The sport goes something like this. No 
sooner does the president announcea 
candidate for this or that job than the 
opposition and the media start to dig 
for dirt. An unsavoury remark or a le- 
gal infraction is enough. Within sec- 
onds, the media puffs it up into the 
greatest story since Watergate. Sena- 
tors profess the rumours “very dis- 
turbing”. The incoming president be- 
gins to distance himself from a person 
he recently described as a moral and 
intellectual giant. And finally the 
bloodied body of the victim is carried 
out of town, a reputation besmirched, 
a political career ruined. 

The most celebrated incident in 
the history of the sport was the derail- 
ing of Robert Bork’s nomination for a 
position on the Supreme Court back 
in 1987—hence the name. But the vic- 
tims are not limited to curmudgeonly 
right-wingers. Bill Clinton lost not 
one but two potential attorneys-gen- 
eral to the sport—Zoe Baird and 
Kimba Wood. George Bush senior 
was forced to ditch John Tower as de- 
fence secretary not because of his 
views but because of his drinking and 
womanising. The new Bush adminis- 
tration is now the third administration in a 
row that has lost someone to Borking. 

On January 9th Linda Chavez, George 
Bush’s nominee for the post of labour secre- 
tary, was forced to withdraw her candidacy. 
The incoming Bush administration must 
have expected fierce opposition to Ms Cha- 
vez from trade union and minority groups: 
she is a former Reagan official, who writes a 
syndicated column in which she fulminates 
(rather elegantly) against such left-wing 
shibboleths as affirmative action and mini- 
mum-wage laws. 
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But what they did not expect was the 
revelation on January 7th that Ms Chavez 
had allowed an illegal immigrant from Gua- 
temala to live in her house for almost two 
years—and that the house-guest, Marta Mer- 
cado, had occasionally received “spending 
money” and performed household chores 
such as ironing and walking the dog. The 
Bush team briefly put up a weak defence of 





Hunted down 


Ms Chavez. But by Tuesday it was clear that 
they wanted her to fall on her sword. Mr 
Bush put out a three-sentence press release 
expressing his regrets. Ms Chavez made it 
clear that he had not bothered to speak to 
her even in private during her ordeal. 

Should Ms Chavez have received more 
support from Mr Bush? There is a good deal 
to be said in her favour, not least that she re- 
garded “compassionate conservatism” as 
more than just an abstract theory. She grew 
upin an impoverished family which was of- 
ten saved from disaster by the help of 


friends. She appeared at her press confer- 
ence on Tuesday surrounded by immigrants 
who testified to the important role she had 
played in their lives. (“I call her sometimes 
my mother,” said one.) Ms Chavez clearly 
went out of her way to help Mrs Mercado, 
giving her a roof over her head when she was 
being abused by her boyfriend, finding her a 
job with a neighbour and helping her learn 
English: she was not merely a cheap nanny. 

But it is nevertheless difficult to see how 
Mr Bush could have done anything else. Paul 
Wellstone, a member of the Senate panel 
that was due to hold hearings on her nomi- 
nation, rightly pointed out that the problem 
with Ms Chavez’s behaviour is that it “goes 
to the heart of what the labour secretary is all 
about”: upholding the country’s labour 
laws. The fact that what Ms Chavez de- 
scribed as charity could easily have been 
construed as paying an illegal immi- 
grant to do housework was enough to 
disqualify her. 

Ms Chavez also seems to have 
been less than forthcoming with Mr 
Bush’s people about how much she 
knew about Mrs Mercado. First, she 
failed to volunteer any information 
about the relationship at all. Then she 
claimed that she had never realised 
that her house-guest was an illegal 
immigrant (a claim that Mrs Mercado 
explicitly denied). Now she says that 
“I think I always knew’’—a statement 
that is tantamount to admitting that 
she broke the law against knowingly 
harbouring an illegal alien. Allega- 
tions that she may have tried to influ- 
ence a former neighbour's testimony 
to the Br was the final straw. “Bush 
doesn’t like surprises,” was the acid 
verdict from one of the president- 
elect’s advisers. 

The point about Borking, how- 
ever, is that it is important as well as 
cruel. Ms Chavez is not the only vic- 
tim. Another casualty is the Bush 
team’s reputation for running a re- 
markably efficient transition. Wash- 
ington is a town where momentum matters, 
and the Borking of Ms Chavez has robbed 
the transition of one of its most powerful re- 
sources: its sense of inevitability. 

Nobody disputes the idea that Mr Bush 
handled the problem fairly well once it 
emerged (instead of letting it poison the at- 
mosphere for a month, as Mr Clinton did 
with Zoe Baird, he eliminated the “distrac- 
tion” within a couple of days). But the Cha- 
vez affair raises doubts about how thor- 
oughly the time-strapped Bush people 
check their nominees for high office. Ms 
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Chavez calls the process “quite different 
than the vetting in previous administrations, 
and I should know something about that— 
I’ve been vetted many times before.” 

All of which hugely raises the stakes for 
Mr Bush’s other two controversial nomina- 
tions: Gale Norton to run the Interior De- 
partment, and John Ashcroft for the attor- 
ney-generalship. Leftish pressure groups 
have been energised by the smell of Ms Cha- 
vez’s blood. They also now have the admin- 
istrative advantage of only having two foxes 
tochase, not three. 


The battle begins 


But Mr Bush can hardly afford to lose an- 
other high-profile nomination. Such a loss 
would suggest that he is no longer in charge 
in Washington. It will fuel right-wing suspi- 
cions that he is not willing to fight for their 
people. And it will suggest that loyalty to the 
Bush dynasty is a one-way bargain: you 
stand by him when he has to admit to a hid- 
den drunk-driving conviction, but he 
dumps you as soon as the newspapers dis- 
cover something unflattering about you. 

Beyond all this, there is the question of 
bipartisanship. Mr Bush’s campaign pro- 
mise to work with Democrats gained ur- 
gency following the shenanigans in Florida. 
If nothing else, the Chavez affair shows that 
some expectations were too high. The parties 
were always bound to Bork, just as they were 
always bound to feud bitterly about emotive 
subjects such as abortion. 

Rather, what seems to be happening is a 
tug-of-war over where exactly the biparti- 
san centre stands. For now, both sides are 
sticking to the notion that Mr Bush, in nomi- 
nating provocative right-wingers, and the 
Democrats, in trying to knock them down, 
are engaging in partisan business as usual. In 
theory, it will not affect things like educa- 
tion, where Mr Bush might still push through 
a bipartisan deal (providing he avoids 
vouchers); he may also cobble together deals 
on Medicare and Social Security reform. 

It is all still possible. But much depends 
on whether Mr Bush can remain above the 
fray, as during the Florida recount. (True to 
form, he even claims that he did not learn 
about Ms Chavez’s problems until Sunday 
night, despite the fact that they were made 
public on Sunday morning.) Back in 1993, Mr 
Clinton soon got sucked into the fray. It is 
easy for any administration to get mired in 
the politics of personal destruction. 

The problem with this sort of politics is 
that it makes such good spectator sport: why 
bother to understand the details of Medicare 
reform when you can watch somebody be- 
ing torn apart because they failed to fill in 
their tax forms? It is also self-replicating. In 
1993 Ms Chavez condemned Zoe Baird for 
employing an illegal nanny. Now she has 
been destroyed for a similar crime. Those 
wholive by Borking can also die by it. 
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Bill Clinton and George Bush 


Rewriting history 





President Clinton has been desperate to build an enduring legacy. Some of his 
achievements may not outlive even George Bush’s first term 


E HAS been a busy lame duck. Bill Clin- 

ton’s determination to build a legacy, 
together with his inability to leave the stage 
quietly, has produced a flurry of last-minute 
regulations. These executive orders and 
rules, involving everything from new work- 
place laws to banning commercial logging in 
federal forests, are in equal parts guile and 
paranoia. Regulations imposed by an outgo- 
ing president cannoteasily or quickly be un- 
done by his successor; they thus form a wall 
around Mr Clinton’s achievements. 

George Bush’s intentions are not wholly 
destructive. Even if he once had grand 
dreams of a wholesale dismantling of the 
Clinton legacy, they have probably been 
tempered by his slightly precarious man- 
date. At the least, he needs to pick his fights 
with the congressional Democrats carefully. 

On the other hand, eight years on the 
sidelines have left many Republicans eager 
toundo Mr Clinton’s handiwork. Their main 
target is the thousands of pages of regulatory 
code (an estimated 29,000 in the past three 
months) that were spawned during the Clin- 
ton administration. Many of these rules, the 
Republicans claim, can be rescinded by ex- 
actly the same executive orders that first im- 
posed them. Four areas seem particularly 
ripe for assault: 
¢ Environmental over-protection. Dur- 
ing Mr Clinton's final years, large tracts of 
land have become “national monuments” 
(and thus off limits to business). On January 
5th he announced a ban on new roads and 
commercial logging in some 58.5m acres of 


federally owned forest land (a quarter of the 
total), The outgoing interior secretary, Bruce 
Babbitt, claims that Mr Clinton is the greatest 
conservationist president since Theodore 
Roosevelt. 

Western Republicans now want Gale 

Norton, Mr Bush’s nominee for the Interior 
Department, to reverse Mr Clinton’s “federal 
land seizures”, opening the land up for com- 
mercial use. But, even with executive orders, 
rescinding such measures will be hard, re- 
quiring a Byzantine process of public hear- 
ings and eventual court challenges. Revers- 
ing green laws would question Mr Bush's 
claim to be anew kind of Republican; and, as 
Robert Litan of the Brookings Institution 
puts it, “it would be like sticking a finger in 
the eye of Democrats.” 
s An alternative to killing Mr Clinton's laws 
outright is for Mr Bush’s agency chiefs toease 
the the way in which those rules are en- 
forced (in effect, erasing Clintonism by ne- 
glect). One area where this might work is la- 
bour regulation, and, specifically, the new 
ergonomic workplace regulations imple- 
mented in November. 

These rules, which were backed by trade 
unions, protect employees from repetitive- _ 
stress injuries and require employers to pro- 
vide ergonomic programmes. Edward Hud- 
gins of the libertarian Cato Institute calls the 
rules “some of the most dangerous and 
costly regulations to come along in the last 
decade”, and the us Chamber of Commerce 
is going to court to try to overturn them. But, 
if the White House does little to enforce 
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them, the business lobby’s pain may fade. 
¢ Mr Bush may take a similar line on anti- 
trust policy. Little of what Mr Clinton did 
(including the Microsoft suit) can be easily 
reversed in the new administration. Never- 
theless, a large part of antitrust policy de- 
pends on how strict the enforcers are. Mr 
Clinton’s antitrust tsars, Anne Bingaman 
and Joel Klein, were notably interventionist. 
If you go by what Mr Bush said during the 
campaign, the new Justice Department may 
be less zealous in enforcement. 
+ During the campaign Mr Bush fudged the 
issue of abortion: he made it clear that he 
would not try to overthrow Roe v Wade, the 
- case that underpins legal abortion, but he 
also promised the religious right that he 
would bring back.some of the tougher fed- 
eral rules from his father’s presidency (re- 
strictions that Mr Clinton lifted during his 
first week in office). Federal money for re- 
search on foetal tissue, for United Nations 
programmes that finance family planning, 
and for abortion-counselling at federal clin- 
ics, will probably be withdrawn. 


Then what? 

Looking beyond these four areas, predic- 
tions are a lot harder to make. Much depends 
on the political environment. For instance, 
should a recession set in, Mr Bush might find 
iteasier to loosen more of the Clinton regula- 
tions as a way of stimulating the economy: 
laxer labour and antitrust laws could plausi- 
bly be justified as economic good sense 
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THE WHITE HOUSE 
WASHINGTON 


a. 


rather than partisan warfare. Already, the 
current energy shortages and “high” fuel 
prices help Mr Bush’s case for drilling in 
environmentally sensitive areas, notably 
Alaska’s Arctic National Wildlife Refuge. 

The decisive factor in many of these 
wrangles may be the judiciary. During the 
election, much was made of Mr Bush’s future 
Supreme Court appointments (with the fo- 
cus predictably on Democrats’ fears that he 
would appoint conservative jurists who 
might overturn Roe v Wade). But the bigger 
impact on the Clinton legacy may be the 
judges that Mr Clinton himself was unable 
to appoint. 

The longevity of a president's laws, regu- 
lations and executive orders depends in part 
on the legal challenges to them. Mr Clinton 
has surprisingly few of his own appointees 
to hear those challenges. Republicans have 
either delayed or blocked the confirmation 
of several of his nominees to the federal 
bench. Last month, there were still 80 posts 
tobe filled. When Mr Clinton took office, Re- 
publican presidential appointees made up 
two-thirds of the federal bench. As he leaves 
office, Republicans still account for 62%. 

President Bush, if backed by a just-Re- 
publican Senate, is unlikely to have the same 
trouble. Gradually appointing more and 
more conservative judges may end up as the 
way in which the new president does most 
to undermine the Clinton legacy—and be- 
gins working on a legacy of his own. 
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Economic policy 


Trading down 


HE new secretary of the Department of 

Veterans Affairs, Anthony Principi, will 
be a member of George Bush’s cabinet. The 
new United States Trade Representative 
(ustR), yet to be announced as The Econo- 
mist went to press, may not. 

The rumour has circulated for a week or 
so and the Bush team has done little to quell 
it. The position may lose the cabinet seat it 
has held since Gerald Ford signed the Trade 
Reform Act in January 1975. Richard Fisher, 
one of three deputy ustrs in the current ad- 
ministration, has emerged as the favourite to 
assume most of the duties of his superior, 
Charlene Barshefsky. Buta demotion in rank 
would signal that the overall course of trade 
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policy would not be his to steer. 

So who would take the policymaking 
lead in the cabinet? The most likely candi- 
date is Donald Evans, Mr Bush’s nominee for 
secretary of commerce. Mr Evans comes 
with plenty of impressive qualifications— 
ceo of a big energy concern, board member 
of an oil-drilling firm, campaign chairman 
for his friend’s gubernatorial and presiden- 
tial races, member of two fraternities at the 
University of Texas; but trade policy is notan 
obvious part of his cv. 

One alternative is Condoleezza Rice, set 
to become Mr Bush’s national security ad- 
viser. She is an ardent free-trader, but her 
training is almost wholly academic. Ms Rice 
apparently wants to have clout in economic 
policy, perhaps sharing Al Gore’s holistic 
view of national security. When it comes to 
economic matters, however, Larry Lindsey is 
supposedly closest to Mr Bush’s ear. Trade as 
a share of cpp increased by a quarter during 
the Clinton years (see chart on previous 
page) and will doubtless draw the attention 
of the new assistant to the president for 
economic policy. But then Mr Lindsey sel- 
dom focused on trade when he was at the 
Federal Reserve and the American Enter- 
prise Institute. 

Mr Fisher, who has had primary respon- 
sibility for policy on Latin America and 
Mexico for the past three years, would not be 
the first usTR to come up through the ranks; 


Ms Barshefsky also served as a deputy for 
three years. But, after her elevation, the ustR 
gained unprecedented public recognition 
and co-operation from the president. Her re- 
gime brought good things (permanent nor- 
mal trade relations with China, better access 
to Japanese service markets, progress on the 
Free-Trade Area of the Americas, a trade pact 
with Vietnam and several smaller deals) and 
bad (the debacle in Seattle and trade spats 
with Europe). But there was never any doubt 
as to who was the face of American trade 
policy. Downgrading the position may indi- 
cate that Mr Bush does not want Ms Barshef- 
sky’s successor to have such a high profile. 

An especially worrying consequence of 
any downgradeis that it could leave America 
at a disadvantage in global leadership. With 
oversight of trade diluted among two or 
three cabinet and non-cabinet posts in 
Washington, the European Union’s trade 
commissioner, Pascal Lamy, may become 
the trade world’s new leader. Mr Lamy and 
Ms Barshefsky formed a powerful coalition 
when they agreed with each other, and did 
battle as equals (his intellectual craftiness 
against her tough-as-nails negotiating) 
when they did not. Her point of view on the 
idea of stripping her post of cabinet rank was 
predictably blunt: “Our trading partners 
would be dumbfounded—dumbfounded— 
if that were to occur.” 





Outcasts 


The voters could 
have known 


HENNIKER, NEW HAMPSHIRE 


OMPARED with the glamorous thrill of 
the presidential primary, state elections 
in New Hampshire do not grip the voter: all 
those unfamiliar names, way down at the 
end of the ballot. That, at least, is the current 
explanation of how Tom Alciere managed to 
get elected to the state legislature last No- 
vember. After an uneventful campaign of 
hand-shaking and sign-waving, this Repub- 
lican from Nashua, who had lost several pre- 
vious bids for office, won a seat by 55 votes. 
Whereupon his constituents learned that he 
was an advocate of killing policemen. 
Mr Alciere had not tried to conceal this. 
He posted vigorous notes on Internet discus- 
sion boards; one, in October, declared that 
“nobody will ever be safe until the last cop is 
dead.” He often joined in radio talk-shows, 
sometimes describing himself as “Angry 
Tom”. But in his election campaign Mr Al- 
ciere was much mistier: he promised only to 
fight for individual freedom. He later said 
that he did not bring up his opinions about 
the police because nobody asked. 
This has prompted some soul-searching 





What do you mean, 


COLUMBIA, SOUTH CAROLINA 


EARLY everyone in South Carolina 

agrees that Maurice Bessinger makes 
great barbecue. But only some of them are 
now prepared to buy it. Over the past six 
months, business at his Piggie Park joints in 
the state has risen slightly; but sales of his 
pork and chicken meals and his famous 
sauces through other retail outlets have 
fallen by 98%. Overall, his business has 
halved in size. Is he the victim of political 
correctness or of his own past? 

Mr Bessinger, a 70-year-old veteran of 
the Korean war who once ran for governor 
of South Carolina, used to fly oversized 
United States flags outside his Piggie Park 
restaurants. In August, shortly after state 
legislators reluctantly removed the Con- 
federate flag from the State House dome 
after decades of controversy, Mr Bessinger 
replaced his American flags with large re- 
bel banners. It was a protest, he said, 
against federal power. For the Barbecue 
King, the rebel flag “is a real Christian sym- 
bol...It’s fighting tyranny and terror and 
suppressive government.” 

A couple of weeks later, a local news- 
paper reported that, along with “the 
world’s best barbecue”, Piggie Park restau- 





chicken supreme? 


rants ladle out political and religious tracts. 
One, “The Biblical View of Slavery”, claims 
that Africans were lucky to have been 
brought to America because “what they 
had over here was far better than what 
they had over there.” The newspaper re- 














Bye-bye Mr American fry? 


minded its readers that 40 years ago Mr 
Bessinger headed the now-defunct Na- 
tional Association for the Preservation of 
White People; and that he refused to serve 
blacks in his restaurants until 1968. 

Wal-Mart, Kroger, Publix and a host of 
other big retailers refused to carry his pro- 
ducts, deeming them offensive to many of 
their customers (almost a third of South 
Carolinians are black). Mr Bessinger, who 
insists that he is nota racist, claims that the 
retailers’ decision violates his “freedom of 
speech and religion”. It is also costing him 
about $50,000 a week. The Council of Con- 
servative Citizens and the South Carolina 
Heritage Coalition have urged a boycott of 
Wal-Mart. This has not happened, though 
supportive conservative whites eating 
more often at Piggie Park may explain why 
the restaurant part of Mr Bessinger’s busi- 
ness is holding up. 

Now Mr Bessinger plans to take his 
case to the courts. By refusing his products, 
he argues, the grocery-store chains have vi- 
olated South Carolina’s Unfair Trade Prac- 
tices Act. He wants them to pay $1m to 
cover his losses so far, and probably ump- 
teen times that for the damage they have 
caused him. The grocery chains, say Mr 
Bessinger and his lawyer, “should be in the 
business of groceries, not politics.” Perhaps 
he should have taken his own advice. 
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among journalists, and others, who failed to 
spot Angry Tom behind Candidate Tom. Mr 
Alciere blames the voters. In one Internet 
message, he called his constituents “a bunch 
of fat, stupid, ugly old ladies that watch soap 
operas, play bingo, read tabloids and don’t 
know the metric system.” These people, be it 
noted, are part of the New Hampshire elec- 
torate that is so often admired for its maver- 
ick charm, wielding much power in the 
choice of America’s presidents through its 
first-in-the-nation primary. 

The point is that New Hampshire pays 
attention to presidential races, but considers 
its own state law makers pretty unimpor- 
tant. As Ken Gidge, a radio talk-show host, 
puts it, quite possibly “a dog-catcher in a 
particular community has more power.” 
New Hampshire’s legislature has 400 mem- 
bers who face re-election every two years 
and earn an annual salary of $100. The legis- 
lature is a “dinosaur with a tiny little brain”, 
a symbol of New Hampshire’s disdain for 
government, says Arnie Arnesen, a political- 
science professor at Franklin Pierce College. 
She claims that, in the past, some of its mem- 
bers have been found to have mental pro- 
blems. No doubt others held opinions as 
pungent as Mr Alciere’s; but they did not 
have an Internet on which to publicise them. 

At first, Mr Alciere refused to leave his 
seat, insisting he was “not a nut”. Then he 
said that he would step down, if 11 law mak- 
ers pledged to bring his pet bills to a roll-call 
vote. He wants to legalise drugs, ban invol- 
untary commitments to mental institutions, 
and replace state schools with online educa- 
tion. On January 10th, a compromise was 
reached: another freshman Republican 
agreed to submit eight of his proposals, and 
Mr Alciere resigned. Some think he should 
have been kept around—to remind voters 
that they sometimes get what they deserve. 

< £ ee | 





Indian tribes 


Canyon lite 


SUPAI, ARIZONA 


LUE-GREEN waters cascade over preci- 

pices 200 feet high; massive cottonwood 
trees and cacti grow alongside towering red 
cliffs; and, in the middle of it all, a village nes- 
tles under fig and peach trees. It sounds like a 
travel brochure for Paradise. But for the Ha- 
vasupai Indians who live there, in a south- 
western branch of the Grand Canyon, the 
place more often seems like prison. 

The Havasupai (their name means “Peo- 
ple of the Blue-Green Waters”) are one of the 
smallest tribes in the south-west, and the 
only one to live on the canyon floor. Most of 
the 636 members live in the village itself. Un- 
like the many tribes which have turned to 
casinos for income, they live by tourism, 
running a rustic camp-ground along the 
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Fast train to Supai 





crystal-clear Havasu Creek and an air-con- 
ditioned lodge in the village. The tribe also 
operates a small market and a café, which 
serves Navajo fry-bread to the tourists and 
burgers and French fries to the locals. 

Most visitors walk or ride in. It takes six 
hours to hike from the canyon rim to the vil- 
lage, or three hours by mule. For the lazy, two 
helicopter companies based at Tusayan, 
near the south rim of the canyon, offer five- 
minute flights. The number of visitors is lim- 
ited by how many can stay at the lodge and 
the camp-ground, and the tribe has no im- 
mediate plans to expand either. 

The Havasupai used to roam freely be- 
tween the canyon—where in summer they 
grow vegetables, corn and grass for their 
horses—and their plateau lands, where they 
once hunted elk and gathered berries. But 
when the Grand Canyon National Park was 
created the law confined them to the canyon 
floor, a tract of 188,000 acres out of their origi- 
nal 2m. Only since the mid-1970s have they 
had their plateau lands back. 

Roland Manakaja, whose great-grandfa- 
ther was Chief Manakaja, the tribe’s last tra- 
ditional chieftain, says the creation of the 
park had a disastrous effect on the tribe. 
“Our people couldn’t go up [on the plateau] 
and hunt like they used to,” he says. “They 
couldn’t go to the traditional gathering 
places.” As a result, says Miguel Vasquez, a 
professor of anthropology at Northern Ari- 
zona University in nearby Flagstaff, a “sense 
of confinement” still dogs the tribe today. 

Most of the food eaten in Supai is no lon- 
ger grown there. Even watermelons, vegeta- 
bles and fruit are shipped in from nearby cit- 
ies, together with packaged American foods 
and case after case of canned sodas. The 
Postal Service, using mules and helicopters, 
has kept the place going since 1896. Every- 
thing consumed by the tribe comes in that 
way, and every piece of refuse must be flown 
out. Although the tourist facilities bring in 
revenue, they costa lot to keep up. 





The Havasupai have tried hard to retain 
their native culture. All the young people in 
the village speak the language, a rarity 
among American Indian tribes. But they are 
more likely to listen to rap or reggae than to 
native music. They wear black t-shirts and 
jeans and sport Walkman-like cassette play- 
ers; and, much of the time, they are glued to 
television sets connected to the two-way sat- 
ellite dishes (carrying the Internet) that in- 
vaded the village a few years ago. 

Nor is that the worst of it. On the side of 
the rodeo reviewing stand in the heart of the 
village is a gang tag, “Supai Crips”. Drug and 
alcohol abuse are common, even though the 
tribe has declared the village dry. Patchy em- 
ploymentis partof the problem. The village’s 
economic lifeline, tourism, dies in the winter 
months. Men who are horse- and mule- 
packers during the spring, summer and early 
autumn have little or no employment in the 
off-season. Incomes fall dramatically. 

Supai has no hospital, and the clinic is 
rudimentary. It also has no secondary 
school. Teenagers in the village must either 
go to one of the Bureau of Indian Affairs 
boarding schools (the nearest are in Oregon 
and southern California), or move in with 
family members in a larger city and go to 
public schools. The dropout rate is 75%, and 
some who leave the village never return. 

Mr Manakaja points out that the Hava- 
supai never wanted to embrace tourism; it 
was the Park Service that first asked them to 
open the falls to the public. But now that 
they have gone that way, they are trying togo 
a bit further. This year, for the first time, the 
old plateau hunting grounds will be opened 
to hunters, who will be allowed to go after 
elk at $12,000 per kill. Mr Manakaja says he 
hopes this will help revive the tribe’s tradi- 
tions. “That way,” he says, “we could still 
have our Indianness and an economy as 
well.” And a chance to heave themselves 
away from the prison of the canyon floor. 














The labours of Lott 


HERE are presumably a few worse jobs in Washington, such as 

helping Hillary Clinton write the bit of her memoirs dealing 
with Monica Lewinsky. But being majority leader of a Senate that 
is split 50-50 must come fairly close to the bottom of the heap. 

Trent Lott, a Mississippian senator famous for his impeccable 
clothes and made-for-television hair, assumes this uncomfort- 
able position on January zoth, when Dick Cheney takes over the 
vice-presidency and with it the tie-breaking vote in the Senate. Mr 
Lott will keep the trappings of power—the grand title and extra- 
large office—but all toolittle of the substance. Marshall Wittman,a 
congressional analyst at the Hudson Institute, says that Mr Lott is 
that most forlorn of figures, “a king without a kingdom”. 

Mr Lott has always been a politi- 
cian’s politician, rather than a voters’ 
one. His legislative skills are widely 
praised by other lawmakers, but put 
him in front of an audience and he is 
plainly no Cicero (or indeed Clinton). 
George Bush went to great lengths to 
keep out of his way on the campaign 
trail. Now two uncomfortable facts 
make his position particularly difficult. 

The first is that he bears as much 
responsibility for the current mess as 
anybody. His key calculation during 
his first four years as majority leader 
was that the best way to deal with the 
Clinton administration was to tie it up 
in procedural knots and wait for the 
clock to run out. Asa result, Republican 
senators went into November's elec- 
tion with few legislative achievements 
to boast of—and five of them lost their 
seats. The second is that Mr Lott has lost 
three of his most trusted lieutenants: 
Paul Coverdell of Georgia (who died 
last July), Connie Mack of Florida (who 
has retired) and Slade Gorton of Wash- 
ington (who lost his seat in one of the 
closest fights of the election). 

The best thing that can be said for Mr Lottis that he has swiftly 
come to terms with reality. On January sth he and Tom Daschle, 
his Democratic equivalent (and the majority leader in the Senate 
while Al Gore still holds the casting vote), announced an unprece- 
dented power-sharing deal. Republicans will continue to chair all 
the Senate’s committees, but otherwise both parties will get an 
equal share both of committee seats and Senate resources. (The 
minority party sometimes ends up with just a third of both.) Mr 
Lott will also resist using procedural motions to cut off debate or 
block votes on amendments. 

This decision was probably the only alternative to gridlock. It 
eliminated the possibility that a senator would add his name to 
the formal protests mounted by several members of the House to 
the Florida election count, thereby averting another mini-con- 
stitutional crisis. It alsocleared the way for the Senate to take action 
on Mr Bush’s cabinet nominees and his legislative agenda. But it is 
worth noting just how much Mr Lott has sacrificed. The additional 
millions that have been handed to the Democrats will be invalu- 
able in the war of ideas and expertise (particularly now that they 
have lost the vast resources of the federal bureaucracy which have 
been at their disposal over the past eight years). And the proce- 
dural concessions will make it much easier for Democrats todom- 











inate the legislative agenda or add Democratic bells and whistles 
to Republican bills. 

Mr Lott will not have to wait long before the Democrats use 
their new-found money to push through their pet measures, such 
as a patients’ bill of rights (which failed last time by a single vote) 
and a minimum-wage increase. But his biggest problems will 
probably come from his own ranks. 

One challenge is that those ranks could be diminished at any 
moment. Jesse Helms (now 79 years old) and Strom Thurmond (98) 
are both particularly frail. Another problem is that the ranks are 
very far from disciplined. The right, already suspicious of the 
power-sharing deal, is hypersensitive to signs of a sell-out. And 
several senators are keener on pushing 
their own agendas than kowtowing to 
Mr Lott. John McCain, for example, 
promises to bring his campaign-fi- 
nance reform bill to the Senate floor in 
the next few weeks. This bill is deeply 
unpopular with the rest of the Republi- 
can establishment, but could well com- 
mand the 60 votes that would make it 
filibuster-proof. 

Sois Mr Lott paralysed? He will cer- 
tainly have to give up any dreams he 
might have had of putting his name on 
great legislation. And he will have to 
curb his legendary appetite for neat- 
ness. (He is said to turn up to meetings 
with colour-coded charts.) But he may 
still be able to serve one useful function: 
that of water-carrier for the White 
House. 

Being a water-carrier rather than a 
king may sound a bit of a come-down. 
But the role suits both Mr Lott’s per- 
sonal qualities and the Republican 
Party’s broad agenda. The Republicans 
are instinctively presidential rather 
than congressional: even if Mr Lott con- 
trolled a reasonable majority in Congress, rather than relying on 
Mr Cheney’s vote, the party would have looked to the White 
House for leadership. And Mr Lott is instinctively a deal-maker 
rather than an agenda-setter. 

Mr Lott learned his political skills as a whip in both houses. He 
prides himself on his ability to get along with people of all political 
persuasions. He won the Republican leadership with the votes of 
moderates such as Olympia Snowe of Maine as well as those of 
southern conservatives. Joe Lieberman complimented him for 
playing “a unifying, balancing, civilising role” in the impeachment 
crisis. He and Tom Daschle even exchanged telephone calls and 
faxes on Christmas eve—a miracle in a town where House leaders 
from opposing parties may go for months without talking. 

Mr Lott’s deal this week was clearly a triumph of pragmatism. 
But the big question is whether it has created an environment in 
which pragmatism can lastingly flourish. Moderate figures like Ms — 
Snowe and Louisiana’s John Breaux have a chance to use the Seni- 
ate’s committees, which are now more powerful than ever, to 
fashion consensus on important areas such as welfare, health care 
and education. But Linda Chavez’s decision to withdraw her name 
as secretary of labour and the growing row over John Ashcroft’s 
nomination are powerful reminders that there is far more to poli- 
tics than pragmatism. And that could be Mr Lott’s undoing. 
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Argentina’s distant allies and 
the fiscal gap 


BUENOS AIRES 


If the country is to turn an economic respite into recovery, President de la Rua 
and his former vice-president must try to work together 


UST two months ago, investors were seized 

with panic about Argentina. They feared 

that it would default on its debts, or even 
that its fixed exchange rate might collapse. 
Now, as Argentines laze on the beach for 
their summer holidays, calm has returned. 
Fernando de la Rua, the country’s hapless 
president, is exuding quiet confidence. His 
government's propaganda is almost trium- 
phalist, its new slogan proclaiming: “Risk- 
free. Argentina is growing”. 

One reason for the change of mood is a 
large dollop of mmr help. On January 12th, the 
IMF board was due to approve a loan agree- 
ment guaranteeing Argentina’s borrowing 
needs for this year. The Fund is itself offering 
$13.7 billion. In all, the government can count 
on up to $39.7 billion, though some $20 bil- 
lion of this is in promises of support by 
banks and pension funds. 

But a second reason is that for the first 
time since Mr de la Rua took office in Decem- 
ber 1999, events in the rest of the world are 
starting to help his country’s beleaguered 
economy, offering hope that it may at last 
start to pull out of a two-year slump. 

Argentina’s inflexible currency-board 
scheme not only pegs the peso at par to the 
dollar but limits the money supply to the 
level of hard-currency reserves, in effect 
turning monetary policy over to the United 
States’ Federal Reserve. So last week’s unex- 
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pected interest-rate cut by the Fed was of di- 
rect help to Argentina. The spreads on Ar- 
gentina’s bonds (the premium they pay over 
those of the American Treasury) promptly 
fell below those on Brazil’s bonds for the first 
time in three months (see chart). This week 
the government placed three-month trea- 
sury bills in the local market at an interest 
rate of 8.5%, down from 16% in November. 
Helpful, too, is the weakening of the dol- 
lar against the euro and other currencies, 
which boosts Argentina’s exports. And in- 
ternational prices for its wheat and soya 
crops have recently risen after a long slump. 
All this gives Argentina respite and, cru- 
cially, the hope that the economy will grow, 
thus meeting the rmr’s target for the fiscal 
deficit of $6.5 billion this year. But though the 
country has a clear opportunity, it still faces 
risks. Primarily political, rather than econ- 
omic, they centre on whether Mr de la Rua’s 
unpopular Alliance government, which 
faces a congressional election later this year, 
can stick to the medium-term fiscal reforms 
it has agreed to as the price of iF support. 
Some of the fiscal measures were en- 
acted by decree by Mr de la Rua after he 
failed to gain support for them in Congress. 
These include one measure to delay the age 
of retirement on full pension for women, an- 
other to abolish the state minimum pension 
and replace it with a sliding scale, and a third 


to reform health schemes run by trade un- 
ions. These decrees are being challenged in 
the courts. The pension-reform decree may 
also be overturned in Congress, when it re- 
convenes early in March. 

The readiness to defy the president de- 
rives partly from the knowledge that Argen- 
tines are fed up with austerity. But Congress 
also knows that Mr de la Rua’s coalition gov- 
ernment has been badly hit by the resigna- 
tion in October of the vice-president, Carlos 
Alvarez, the leader of Frepaso, the Alliance’s 
left-leaning junior partner. It was his depar- 
ture that caused the crisis of confidence that 
obliged the government to turn to the mr. 

Mr Alvarez maintains that his party still 
backs the Alliance. But instead of battling for 
the economic measures, he has spent much 
of his time recently playing tennis, before 
disappearing last week for a holiday in Ar- 
gentina’s lake district. But neither has Mr de 
la Rua shown much interest in Mr Alvarez’s 
help. At a meeting last month, Mr Alvarez 
presented some policy proposals, which 
have been politely ignored. 

Many Frepaso politicians are disillu- 
sioned by their experience of government. 
Not only has the Alliance failed to achieve 
economic growth but, more culpably, it has 
done little to fulfil its promises to get tough 
on corruption. It was that failure which 
caused Mr Alvarez to storm out. 

Some Frepaso leaders, such as Enrique 
Martinez, the secretary for small and me- 
dium-sized business in the economy minis- 
try, argue that the party must stick with the 
Alliance, while trying to change it from with- 
in. But others have moved into opposition: 
“The Alliance is already broken,” says Alicia 
Castro, a Frepaso congresswoman. 

Without Frepaso’s 34 seats, Mr de la Rua 
would lose his working majority in the 257- 
seat lower house of Congress, and the effort 
by the opposition Peronists to overturn pen- 
sion reform might succeed. So far, only a few 
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Frepaso legislators have defected. Preventing 
more from following them depends on Mr 
Alvarez. He once said that approval of pen- 
sion reform would mean his party’s exit 
from the Alliance. 

But he may have changed his mind. 
What Frepaso does depends on Mr Alvarez’s 
calculations regarding the election, due in 
October, in which the Senate and half the 
lower house will be up for re-election. Mr de 
la Rua’s people are counting on a reviving 
economy to pay electoral dividends. 

But will it? Any growth will take a while 


to make itself felt. But on the other hand, Ar- 
gentine voters have a habit of punishing 
those seen to threaten economic stability. 
Many did not approve of Mr Alvarez’s deci- 
sion to walk away from government. 

The chances are that Mr de la Rua will 
manage to defeat efforts to overturn his de- 
crees. Buteven if the Alliance stumbles on, its 
long-term prospects are poor. After the holi- 
days, Argentina faces a messy, noisy few 
months of pre-electoral wrangling. Better 
though the country’s economic prospects 
now are, it is too soon for investors to relax. 
= 





Latin America and the United States 


South from Texas 


MEXICO CITY AND SAO PAULO 


George Bush inspires high hopes, and a few fears 


ATIN America often remains an after- 
thought of American foreign policy. So it 
seems once again. The senior foreign-policy 
posts in George Bush’s administration have 
gone to officials steeped in East-West rela- 
tions and the Middle East. It will be days, if 
not weeks, before the second-tier officials 
who handle Latin America are appointed. 
And in contrast to the liberal international- 
ism of Bill Clinton, some Republicans are 
crude bashers of drugs, migrants and soft- 
ness towards Cuba. 

Odd, then, that Latin American govern- 
ments view a Bush administration with 
more hope and enthusiasm than their coun- 
terparts elsewhere. The surname helps. Rela- 
tions with Latin America were a big success 
during the presidency of George Bush senior: 
talks over the North American Free-Trade 
Agreement (NAFTA) were begun; the idea 
was launched of a Free-Trade Area of the 
Americas (FTAA); and Central America 
moved from war towards peace. 

Then there is Mr Bush himself. A novice 
in world affairs, he has a Mexican sister-in- 
law and made three visits across the border 
as governor of Texas. Unlike Al Gore, Mr 
Bush devoted a campaign speech to Latin 
America—from which the first sentence of 
this article is a direct quote. 

The first test of Mr Bush’s promise that 
Latin America will not be an afterthought 
will come on trade. In April, he is due to meet 
the region’s leaders at the third Summitof the 
Americas, to be held in Quebec. Latin Ameri- 
can governments will be disappointed if by 
then he has not sent a bill to Congress seek- 
ing the “fast-track” authority required to 
clinch trade deals. This was denied to Mr 
Clinton, but is essential if the FTAA is to start 
by 2005, as planned. 

On paper, Mr Bush has a good chance of 
getting fast-track. But there are other reasons 
to worry. Brazilian officials were dismayed 
when Don Evans, Mr Bush’s choice for secre- 
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tary of commerce, gave a swift promise tode- 
fend steel makers against “unfair compe- 
tition”. Brazil fumes (and rightly so) over 
anti-dumping and other punitive duties on 
its most competitive exports, including 
shoes and orange juice as well as steel. It is 
alarmed that the United States Trade Repre- 
sentative, who handles trade negotiations, 
might be stripped of cabinet rank and 
subordinated to the Commerce Depart- 
ment—a bastion of protectionism. 

Swift decisions will also be needed on 
Colombia. Mr Clinton organised $1.3 billion 
of mainly military aid for Plan Colombia, a 
scheme aimed at fighting drug traffickers 
and at strong-arming the left-wing guerrillas 
who protect them into making peace. Many 
Latin Americans, and Europeans, see this as 
likely to exacerbate Colombia’s conflicts, 
while driving the drug business into neigh- 
bouring countries and doing little to tackle 
murderous right-wing paramilitaries. 

Mr Bush backs Plan Colombia, and met 
President Andres Pastrana in October. Some 


Latin Americans fear an escalation, in which 
American troops could become involved in 
counter-insurgency or drug-bashing. But 
Colin Powell, the new secretary of state, is 
well-known for his reluctance to commit 
American forces to foreign conflicts. Michael 
Shifter of Inter-American Dialogue, a Wash- 
ington think-tank, argues that General Pow- 
ell has an opportunity, and may have the in- 
clination, to make American policy less 
beholden to the anti-drug lobby, and in- 
stead to recognise the complexity of Colom- 
bia’s problems by helping it both to try to 
find peace and to make its armed forces and 
police stronger and more professional. 

American relations with Mexico, though 
much warmer than a generation ago, are still 
prickly. Under Mr Bush and Mexico’s new 
president, Vicente Fox, they could become 
less so. Both are former businessmen. And 
Mexican politicians are now prepared to re- 
cognise that such issues as migration and 
drug-trafficking are problems for their own 
country, as well as for the United States, ac- 
cording to Rafael Fernandez de Castro, the 
editor of Foreign Affairs en Espanol, a Mexi- 
can journal. 

Mr Fox hopes that the United States will 
agree to better treatment of the 300,000 or 
more Mexicans, legal and illegal, who go 
north each year. But he also wants the mi- 
grants to keep their ties with home. He plans 
incentives for their families to invest remit- 
tances (some $7 billion last year) in setting up 
businesses in Mexico, instead of buying cars 
and washing machines. 

Likewise, the drug trade brings violence 
and corruption, and rising drug-taking, 
south of the border. Mexico, like the rest of 
Latin America, despises the “certification” 
process, under which the American Con- 
gress stands in hypocritical judgment on the 
efforts of others to fight drugs. But Mr Fox 
also hopes for more American co-ordination 
on fighting drugs, and on cleaning up envi- 
ronmental damage along the border. 

Elsewhere in the region, Haiti badly 
needs aid, but America and other donors 
suspended it after questionable elections -` 
last year. Mr Bush is unlikely to restore it, un- 
less Jean-Bertrand Aristide, the incoming 
president, embarks on reform. 

Mr Bush may also be less tolerant of the 
anti-American gestures of Venezuela’s Hugo 
Chavez, though he would be wise not to be 
provoked by them. And he has talked tough 
on Cuba. But policy towards Cuba, and es- 
pecially the American embargo against the 
island, nowadays lies mainly in Congress’s 
hands. Last year legislators eased restrictions _ 
on sales of food and medicine and on travel 
to Cuba. There is growing bipartisan support 
for lifting them altogether. That would be 
welcomed in Latin America, though not per- 
haps by Fidel Castro, who could no longer 
pose as the defender of his country against 
yanqui aggression. 

a 
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For companies and investors alike, 
market's a different animal. 


In a market that keeps changing its stripes, there are three 
simple truths to keep in mind. 

Seek real growth. Find genuine value. Avoid empty promises. 

So, whether you're a company looking for the right investors 
— or vice versa — know this. 

We've helped an extraordinary list of new companies to get 
the best start. And traditional companies to gain even more value 
for the long run. 

We've also matched the right investors with the right companies. 

Something solid to think about. 

Network the world 


MORGAN STANLEY DEAN WITTER 


INSTITUTIONAL SECURITIES & INVESTMENT BANKING 








We develop new vaccines and combination vaccines. 


So that protecting our children 


Wouldn’t it be wonderful if many illnesses were just a memory? At Aventis, we are work- 
ing toward this goal. As a world-leading pharmaceutical company in the field of human vaccines, we help P 
protect children around the globe from infectious diseases such as polio, diphtheria, tetanus, pertussis, 
meningitis and hepatitis B. We can prevent up to six illnesses with a single combination vaccine. However, ; 
for a number of diseases, there is still no comprehensive protection. Therefore, our scientists will continue ’ igi 
to strive to develop innovative vaccines. So that our children can grow up more carefree. : 





Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 





ealth is easier. Aventis 


Our Challenge is Life 





GOOD MORNING 


Once again, today has arrived. And it brings with it the 
same meetings, the same problems, and, in many 
cases, the same solutions. Unfortunately, many of 
those same solutions aren't working. Because 
business has been transformed by the little letter e. 
And the technology that was once the domain 





of twentysomethings with a website and a warehouse 
in their garage is now an integral part of every business. Fortunately, 
however, the same principles that made for good management before 
still make good eBusiness sense. Of course, that’s a lot more difficult 
now that your business isn’t contained by four walls and needs to be 
accessible anywhere, anytime, for anyone. That’s why it’s more important 
than ever to have the very best software. Software that manages your 
business processes -integrating all parts of your company, including 
suppliers and partners, to make sure that they’re working together 
seamlessly. Software that manages information - storing, accessing, and 
utilizing the vast wealth of knowledge that you continually gather about 
yourself and your customers. Software that manages your infrastructure — 
maintaining and securing your assets while letting you see the big 
picture to ensure that everything keeps running smoothly. There’s no 
doubt about it. Things have changed. But that just means there will be new 
solutions to the old problems. And we think that’s a change for the better. 


HELLO TOMORROW 


WE ARE COMPUTER ASSOCIATES 
THE SOFTWARE THAT MANAGES eBUSINESS 





ca.com Computer Associates 


©2001 Computer Associates International, Inc. (CA). All trademarks, trade names, service marks, and logos referenced herein belong to their respective companies 
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Chile 


Pinochet climbs 
down 


SANTIAGO 


UGUSTO PINOCHET did something 
this week that he had wanted to avoid. 
After a week of shilly-shallying, on January 
10th the ex-dictator was driven to the Santi- 
ago military hospital for the first of several 
days of court-ordered psychological testing, 
designed to establish whether he is mentally 
fit to stand trial for various atrocities com- 
mitted during his rule. 

With that, the 85-year-old general’s bat- 
tle with Chile’s courts took another step to- 
wards conclusion. But more delaying tactics 
may lie ahead. Juan Guzman, the judge who 
is investigating more than 200 cases against 
the general, says he now hopes to question 
him on January 15th. General Pinochet's 
lawyers are still making efforts to stop that. 
They have tried, and failed, to have Mr Guz- 
man taken off the case. Last month, the Su- 
preme Court overturned an arrest warrant 
issued by Mr Guzman against General Pino- 
chet because he had not been questioned. It 
is unlikely to do so again. 

The former dictator's brief defiance of 
the courts this month served to show how 
isolated he now is. For a week, he had re- 
mained imhis seaside holiday home. But this 
stance drew no support from Chile’s conser- 
vative opposition, nor even, it seems, from 
the army. 

It coincided with an admission by the 
armed forces that the bodies of 130 of the 
1,200 people who disappeared during Gen- 
eral Pinochets 1973-90 dictatorship had 
been thrown into the sea or into Chile’s 
lakes. The information was not a surprise, 
but it was still the first time that the army had 
admitted it. Even conservative politicians 
were moved to talk of “atrocities”, rather 
than their usual, euphemistic, “excesses”. 

The admission was the result of govern- 
ment-sponsored talks between the armed 
forces’ representatives, human-rights law- 
yers and church leaders, which began in 
1999. President Ricardo Lagos hopes that the 
talks will allow Chile to close its debate 
about the dictatorship. But the results have 
failed to satisfy the families of the “disap- 
peared”. “The information is so slim that it 
will be difficult to verify independently,” 
complains Sebastian Brett of Human Rights 
Watch, a lobby group. 

Some see its release as a ploy to put an 
end tocourt cases against former military of- 
ficers. In cases involving “disappeared” peo- 
ple, judges have recently begun to accept 
charges of “permanent” kidnapping, as a 
way of circumventing an amnesty law left in 
place by the dictatorship for offences during 
its first five, most violent, years. 
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Concerned as much about these cases as 
about General Pinochet's fate, the armed 
forces also think this amnesty should mean 
immunity from charges, as the dictatorship 
intended, rather than the courts’ present in- 
terpretation of immunity only from punish- 
ment. The military chiefs pressed this view 
on Mr Lagos and on the president of the Su- 
preme Court at a meeting last week of the 
National Security Council. The council is a 
Pinochet-era hangover, which the officers 
had originally insisted on convening to dis- 
cuss the arrest warrant against the dictator. 

Until now, the army has used the threat 
of withholding information about the “dis- 
appeared” to put pressure on the govern- 
ment. With that information, or some of it, 
now released, the cards are in the govern- 
ment’s hand. “The irony is that it doesn’t 
seem to know what to do with them,” says 
Ricardo Israel, a political scientist at the Uni- 
versity of Chile. 

Mr Lagos’s options are to insist on dig- 
ging up the truth about the dictatorship and 


THE AMERICAS 


Testing for insanity 





on bringing the guilty to trial—which would 
distract the government from other prior- 


ities—or to sponsor a national agreement 


to 


stop prosecutions concerning the atrocities 
of the Pinochet era, which would offend its 
left-wing supporters. Either way, General Pi- 
nochet himself may still complicate things. 








LIMA 


FTER a turbulent year, which saw first 
a rigged election and then the sudden 
downfall of its victor, Alberto Fujimori, 
most Peruvians were hoping that quieter 
times would lie ahead. They may not get 
them. In a last-minute scramble before 
this week’s deadline, ten candidates regis- 
tered for the presidential election due on 
April 8th. Another seven applied, but may 
not be able to gather enough signatures to 
be accepted. And nobody has much idea 
which of them might win. 

Alejandro Toledo, Mr Fujimori’s main 
challenger last year, starts ahead, with 
around 25% in the opinion polls. An econ- 
omist of Andean Indian origins, he has the 
sympathy of many poorer Peruvians, but 
his impulsiveness is distrusted by the rich. 
He has been courting businessmen, and 
trying to woo the middle ground. But he 
seems unlikely to secure the 50% of the 
vote required to avoid a run-off. 

Most of the other candidates, with lit- 
tle money and weak party organisation, 
are battling each other to get into the run- 
off, hoping that they can win it by captur- 
ing the centre. A favourite of Lima’s intel- 
lectual elite is Jorge Santistevan, formerly 
Peru’s human-rights ombudsman. He has 
the support of Alberto Andrade, the capi- 
tal’s mayor, but has fallen back to only 
about 5% in some opinion polls. 

Some polls show a slight rise in sup- 
port for Lourdes Flores, an experienced 
conservative democrat. In a daring, or per- 
haps desperate, effort to broaden her ap- 
peal, the prim Ms Flores has chosen as her 





More surprises in Peru 


running-mate the head of the construc- 
tion-workers’ union, known for its street- 
fights with the police. Another hopeful is 
Fernando Olivera, a congressman who 
made public a video which showed Vlad- 
imiro Montesinos, Mr Fujimori’s intelli- 
gence chief, bribing an opponent. The 
only Fujimori loyalist in the pack is Carlos 
Bolona, a former economy minister who 
is liked by investors, but who is tainted by 
his links to a corrupt regime. 

The big surprise is the candidacy of 
Alan Garcia, Peru’s president from 1985 to 
1990, who fled abroad in 1992. In his ab- 
sence, he was charged with corruption; his 
supporters claim he was a victim of Mr 
Fujimori’s rigged courts. For most Peruvi- 
ans, Mr Garcia is an unwelcome reminder 
of a past nightmare: an irresponsible pop- 
ulist, he bequeathed hyperinflation and a 
shrivelled economy, as well as unchecked 
guerrilla insurgencies. But he is a charis- 
matic speaker and, since he is still only 51, 
he may be planning for the future. 

Even so, Mr Garcia will puncture the 
consensus in favour of Mr Fujimori’s free- 
market economic policies. He may also in- 
troduce an unwelcome edge of confronta- 
tion. “After last year’s circus, people want 
no more election surprises,” says Alvaro 
Rojas, a political commentator. 

Mr Fujimori’s antics meant that last 
year was a wasted one for the economy. 
Peru can ill afford more uncertainty. But 
since Peruvian voters havea habit of mak- 
ing up their minds at the last minute, that 
is what the country now faces. 
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We're fluent in the language of 


Policy Reform, Leadership, 
and Public Finance. 





Harvard’s John F. Kennedy School of Government is pleased to announce executive programs 


in 2001 specifically of interest to an international audience of policy makers, analysts, and senior 
managers. Formerly at the Harvard Institute for International Development, the Public Finance, 
Pension, Macroeconomics and Global programs are now at the Kennedy School. 


Budgeting and Financial Management in the Public Sector 
March 11-31, 2001 

Nairobi, Kenya 

Aims at capacity building for participants from Sub-Saharan Africa, 
reviews several analytical techniques and process reforms for 
improving public sector budgeting and expenditure management. 
S. Ramakrishnan, Faculty Chair 


Leaders in Development: Managing Political 

and Economic Reform 

June 11-22, 2001 

Focus on the problem-solving, analytic, and strategic skills needed to 
implement mujor political and economic reform and institutional change. 
Merilee $. Grindle and John W. Thomas, Faculty Co-Chairs 


Executive Retreat on Pension Reform: Finding the Path 
to a Sustainable Pension System 
June 17-22, 2001 


Combines in-depth analysis of reform issues with real-time policymaking. 


World-renowned academics, experienced policymakers, and private- 
sector experts meet with participants in private sessions to analyze 
their countries’ pension problems and formulate solutions. 

Lorry Kotlikoff and Robert Holzmann, Faculty Co-Chairs 


Budgeting and Financial Management in the Public Sector 
June 24-July 27, 2001 

Techniques for public budgeting and management of expenditures, 
the impact of budget processes and institutions on fiscal outcomes, 
and the linkages between the budget and the national economy. 
S. Ramakrishnan, Faculty Chair 


Macroeconomic Policy and Management 

June 25-July 20, 2001 

Focus on open economy macroeconomic foundations and techniques 
of assessment for analysts and policy makers who are involved with a 
broad range of macroeconomic policy problems. 

Richard Goldman, Faculty Chair 







HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


Fiscal Decentralization and Financial Management of 
Regional and Local Governments 

July 1-20, 2001 

Strategies of fiscal decentralization and strengthening regional and 
local government financial management. 

Roy Kelly, Faculty Chair 


Investment Appraisal and Management 

July 8-August 10, 2001 

Modern techniques for conducting financial, economic, environmental, 
and stakeholder analysis of investment projects. Includes issues of 
project financing, risk analysis and risk management of investments. 
Graham Glenday and Fernando Fernholz, Faculty Co-Chairs 


infrastructure in a Market Economy 

July 15-27, 2001 

Focus on effective policies for implementing and regulating the 
provision of infrastructure. 

Jose A. Gomez-Ibanez and Henry Lee, Faculty Co-Chairs 


The Global Financial System: Structure, Crises, and Reform 
July 23-August 3, 2001 

Focus on the economic and institutional sources of financial sector 
growth-ond volatility, the interactions between macroeconomic policy 
and financial sector management, and the scope and limits of interna- 
tional arrangements for risk management and the orderly adjustment 
of financial flows. 

Richard Goldinan, Faculty Chair 


Tax Analysis and Revenue Forecasting 

August 19-September 14, 2001 

Analytical techniques to evaluate tax policy alternatives, estimation of 
the impacts of tax policy changes, and forecasting tax revenues. 

G.P Shukla, Faculty. Chair 


For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 197 
E-mail: KSG- ExecEd@Horvard.eds 

Internet: hitp://www.execprog.org 
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Africa's women go to work 


KAMPALA AND OUAGADOUGOU 


How to lend small sums to poor Africans to set up small businesses 


N Aa steamy morning in a Kampala 
slum, the men are getting drunk. They 
sit in circles around pots of brown, sludgy 
millet beer, sucking it through long wooden 
straws to heighten the buzz and, through a 
filter, to strain out the lumps. Seven local 
women support their families by running 
the Otim bar. They brew the booze, too, in a 
large oil drum with the Shell logo still visible 
on the side. The business has 
grown rapidly, mainly because 
the owners, despite being poor, 
have access to credit. 
Microcredit—lending small 
sums to poor people to set up or 
expand small businesses—is an 
effective way to alleviate poverty. 
The poor cannot usually borrow 
from commercial banks, because 
they lack collateral. Loan sharks 
lend without security, butoften at 
interest rates of 10-20% a day. 
Hawkers who borrow from 
sharks to buy a day’s stock often 
have to hand over most of their 


use additional income to feed and clothe 
their children. Men, as the proprietors of the 
Otim bar can testify, may blow the spare 
cash on booze. 

Microcredit works better than handouts 
for two reasons. First, it fosters enterprise 
rather than dependency. Second, a well-run 
microcredit scheme can be self-sustaining. 
Repayment rates of over 98% are common. 








profits. Failure to repay can result 
in broken legs. 

Microlenders try to satisfy 
poor people’s hunger for credit 
less brutally. Since the 1970s, orga- 
nisations, such as the Grameen 
Bank in Bangladesh and Accion 
International in Latin America, 
have encouraged poor borrowers 
to form groups to cross-guarantee 
each other’s loans. In the Gra- 
meen model, one of a group of ru- 
ral women takes out a micro- 
scopic loan, often as little as $25, to 
start a business. Only when she 
repays it can the next woman in the group 
borrow. Peer pressure makes sure that de- 
fault rates are minimal. 

The idea has spread. All told, about 14m 
poor people now borrow from micro- 
lenders, anumber that has increased by over 
80% in the past two years, according to the 
Microcredit Summit Campaign (msc), a lob- 
bying group. Each borrower is thought to 
support about five family members. Most 
borrowers are women. Microlenders prefer 
to lend to women because they are likely to 





ud 
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Cash to help them trade, sew and weave 





il Ni 


The business plans backed by micro- 
financiers tend to be breathtakingly simple. 
Take Pakmogda Zarata, a successful micro- 
entrepreneur from Burkina Faso, one of Af- 
rica’s poorest countries. Ms Zarata runs a res- 
taurant in a marketplace near Ouagadou- 
gou, the capital. The place cost almost 
nothing to build: roughly-hewn logs prop up 
a ceiling of thatch and old dustbin liners; 
there are no walls to speak of. The menu is 
unpretentious. “We only serve rice,” she says, 
“but we do cook it.” By taking out a series of 


small loans from the local branch of the Fé- 
dération des Caisses Populaires du Burkina 
Faso, the country’s main microlender, Ms 
Zarata was able to buy rice wholesale rather 
than retail. Her profits rose. She now em- 
ploys seven people, can pay her children’s 
school fees, and swaggers around town ona 
second-hand motorcycle. 

As microfinance has globalised, it has 
run into local problems. Not all poor com- 
munities are as tight-knit as those in rural 
Bangladesh. The urban poor, being more 
mobile, do not always know their neigh- 
bours well enough to act as guarantors for 
them. In the shanty towns of Africa and 
Latin America, something called “stepped 
lending” often works better. A would-be 
borrower puts up a little money of her own. 
The microfinancier lends her roughly the 
same amount again. If she repays 
promptly, she can raise a larger 
loan. The better her credit record 
becomes, the more she can borrow. 
The carrot of more credit discour- 
ages defaults as effectively as peer 
pressure does in villages. 

The msc hopes to see 100m 
poor borrowers receiving micro- 
loans by 2005. To reach such an am- 
bitious target, microlenders will 
need much more capital. Support 
from donors is buoyant, but not 
enough. To expand faster, micro- 
lenders need to tap capital markets. 
This is not easy. Many micro- 
lenders break even, but few pro- 
duce the kind of returns that might 
entice hard-nosed capitalists to 
give them their backing. 

Some, however, are credit- 
worthy enough to borrow at com- 
mercial rates. In Bolivia, BancoSol, 
a microlender with over 70,000 cli- 
ents, has issued $5m in bonds 
backed by its lending portfolio, 
$2m of which were bought by for- 
eigners. Commercial banks can 
sometimes be persuaded to take 
equity stakes in microlenders, 
partly to make contact with up- 
and-coming small businessmen with a 
sound credit history. For example, two Peru- 
vian banks own shares in Mibanco, Peru’s 
first for-profit microlender. According to Ac- 
cion International, perhaps 50 of the world’s 
7,000-10,000 microlenders can cover their 
own operating and financial costs unaided. 

In many poor countries, however, dis- 
ease makes this difficult. In Africa, arps of- 
ten causes borrowers to default, either be- 
cause they are too ill to work, or because 
their family’s medical bills have soared. A 
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survey of microborrowers in 14 African 
countries found that 95% had trouble paying 
medical bills, 77% had trouble paying for fu- 
nerals, and half had difficulties finding 
money to look after orphans, usually the 
children of relations who had died of arps. 
Microlenders often try to tackle this 
through education. In Burkina Faso, where 
diarrhoea is a killer, those who want to get 
their hands on a loan must first learn about 
washing them. In eastern and southern Af- 
rica, many microlenders promote condoms. 
A more challenging idea is to combine 
microcredit with micro-health-insurance. 
FINCA, a microlender in Uganda, runs a pilot 
scheme allowing members free treatment 
for a range of problems at a mission hospital 
in Kampala, in return for a small quarterly 
fee. The scheme is popular, but racks up big 
losses. Before it can be duplicated, FINCA 
needs to find ways to encourage healthy 
people to join the scheme, and discourage 
frivolous visits to the doctor. If 
micro-insurance can be made to work, the 
Internet will ensure that the idea is swiftly 
copied. Globalisation is not just for the rich. 
a 





Sierra Leone and Guinea 


Fuelling Africa's 
wars 


EBELS in Sierra Leone who once pointed 

their guns westwards, towards the capi- 
tal, Freetown, are now moving north and 
east. Since September they have been attack- 
ing across the border into Guinea, where, say 
the Guineans, over 700 people have been 
killed. Guinea has begun to retaliate, both by 
dropping bombs and by attacking Sierra Le- 
onean refugees. 

Fighting, which was reported in the 
Kindia region and in Yagouya last year, has 
now spread to Kissidougou and Gueckedou. 
Guinea blames the Sierra Leonean rebels, 
helped by soldiers from Liberia. The United 
Nations High Commissioner for Refugees 
managed this week to reach some of the 
250,000 people, all but 70,000 of them refu- 
gees from Sierra Leone or Liberia, displaced 
by the latest fighting. In all, there are 420,000 
refugees in Guinea. Many of the Sierra Leon- 
eans and Liberians are now pleading to be 
sent home, to escape revenge attacks by 
Guinean troops and by local people who 
blame them for the rebels’ behaviour. 

There are several reasons for the rebels’ 
eastward turn. One is that the pro-govern- 
ment forces in Sierra Leone, buttressed by 
600 British soldiers, are faring slightly better 
than six months ago. The Revolutionary Un- 
ited Front (RUF) is even talking to the UN 
about deploying peacekeepers in part of the 
territory it controls. This week Lieut-General 
Daniel Opande, the new Kenyan head of the 
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MAGINE two countries. The first, with 

one of the fastest-growing economies in 
Africa, will receive $3.5 billion of invest- 
ment from the international oil industry 
each year for the next ten years. By 2005 it 
will have become Africa’s largest oil pro- 
ducer. The second is rated by the un’s Hu- 
man Development Index a dismal 160th 
out of 174 countries.With a third of its chil- 
dren dying before their fifth birthday, and 
with two-fifths suffering from malnu- 
trition, itis considered by Unicef to be “the 
worst place in the world to be a child”. 
Both descriptions fit Angola, home to 
shocking juxtapositions. 

After decades of civil war between the 
government and the unitA rebels, most 
Angolans no longer wish for much more 
than to survive from one day to the next. 
Yet the offshore oil industry, and even the 
onshore diamond industry, continue to 
thrive, the revenue financing the war, on 
both sides, and fattening the pockets of 
the warlords. Most people get no benefit 
whatsoever from oil or diamonds; they 
are kept alive with the help of the hun- 
dreds of international aid agencies work- 
ing in Angola. 

But the agencies are growing weary 
with picking up the pieces left by the 
country’s war, and some are voicing their 
frustrations in public. At the end of last 
year, Médecins Sans Frontières (msF), 
which won the 1999 Nobel peace prize, re- 
leased a strongly worded report; this fol- 
lowed on the heels of two other hard-hit- 
ting documents from World Vision and 
Save the Children. All three pin the blame 
on the Angolan government and the An- 





Oil, diamonds and danger in Angola 


LUANDA 





golan rebels—and international oil and 
diamond companies. They all point out 
that the country has the resources to look 
after its people, if it cared to do so. 

The msF report illustrates this argu- 
ment with health statistics. In 1999, it says, 
only 2.8% of the budget was spent on 
health. In the city of Kuito, one of the areas 
worst hit by the war, only 1.2% of the cen- 
tral hospital’s requirements is provided 
by the government. The shortfall has to be 
made up by aid agencies. “Oil production 
in the country is estimated at close to 
800,000 barrels a day,” writes msF, “yet 
there is not a drop of diesel for the hospital 
generators, the only source of power in 
most large hospitals.” This neglect, says 
MSF, is not, as the government claims, a 
consequence of the war but “the result of 
deliberate choices”. 

Donor fatigue is making it hard for the 
relief agencies to raise money for their An- 
golan operations. The uN has just 
launched an all-agency appeal for Angola 
for 2001. It is asking for $202m but will, as 
in previous years, be lucky to raise half of 
that. Adding insult to injury, the Angolan 
government regularly complains that the 
relief groups are not doing enough. It also 
makes their work harder by not issuing 
work visas: MsF alone is wasting $100,000 
a year on flying its staff in and out of the 
country to renew their temporary visas. 

Some aid workers have begun to ask 
themselves what they are doing. Clearly, 
they are helping to keep millions of people 
alive. Yet, by relieving the government of 
responsibility, are they toocontributing to 
the continuation of the war? 








uN force, met Issa Sesay, head of the rur, in 
Magburaka, in rebel-held land. But the rebels 
are not ready for peace. They know that the 
international force, after the withdrawal of 
its Indian and Jordanian peacekeepers, and 
despite the arrival of 500 Ukrainian soldiers, 
will be well under strength for months to 


come, with just 10,500 troops. 

The rebels may also be chasing new re- 
sources. The RuF survives by looting villages, 
mining diamonds and abducting recruits. 
Guinea’s diamonds, and its crowded refugee 
camps, make tempting targets. 

Another explanation is that the rebels 
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have been told to attack Guinea by the Libe- 

rian government. The links between Liberia 

and the rur were detailed in a recent UN re- 

port to the Security Council, which found 
unequivocal and overwhelming evidence that Li- 
beria has been actively supporting the RUF at all 
levels, in providing training, weapons and related 
matériel, logistical support, a staging ground for 
attacks and a safe haven for retreat and recupera- 
tion, and for public-relations activities. 


The report described President Charles Tay- 
lor of Liberia as “actively involved in fuelling 
the violence in Sierra Leone” and named sev- 
eral businessmen, said to be close to the pres- 
ident, who are profiting from the war. If the 
war were made even wider, it would allow 
these businessmen to make yet more money 
from arms, diamonds and other enterprises. 
Guinea’s president, Lansana Conte, this 
week accused Liberia’s government of trying 
to snatch Guinea’s mineral wealth. 

Guinea’s army has not been able to de- 
fend all of its long frontier; recognition of 
that came last week when Mr Conte sacked 
his defence minister. A bit of help comes 
from West Africa’s regional body, Ecowas, 
which says it will deploy 1,670 soldiers on 
Guinea’s borders, with a mandate to stop in- 
cursions and to defend civilians. Half the sol- 
diers will come from Nigeria and the rest 
from Mali, Niger and Senegal. Western gov- 
ernments will pay for their equipment. 

The UN report suggested that arms and 
diamond traders who operate illegally might 
be dissuaded by tighter sanctions, and by 
better monitoring of those sanctions. For ex- 
ample, stricter surveillance of air traffic in 
West Africa would help trace arms ship- 
ments. A diamond-certification scheme, 
which is already being tried in government- 
controlled parts of Sierra Leone, might be ex- 
tended to other diamond-producing—and, 
crucially, diamond-trading—areas. 

A fainter hope is that the traders might 
be caught. In France, Jean-Christophe Mit- 
terrand, the son of the late president, Fran- 
çois Mitterrand, was recently arrested on 
suspicion of helping to set up arms deals in 
Angola, despite an international embargo. 
As in Sierra Leone, the war in Angola is being 
prolonged by business interests. 
= 
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DAKAR 


EN months after they had happily 

thrown out their everlasting govern- 
ment, the Senegalese were back at the 
polling booths. On January 7th, with a 
proud turnout of 66%, more than 80% of 
them voted for a new constitution thaten- 
shrines the right to form opposition par- 
ties, confirms the status of the prime min- 
ister and, for the first time, gives women 
equal property rights with men. 

It looks like smooth sailing for Abdou- 
laye Wade as the new president, in 
roughly his own words, launches Senegal, 
a West African democratic flagship, on its 
voyage to development. Yet some Senega- 
lese worry that their president is showing 
autocratic tendencies—hardly surprising 
in a man of 74, who has been trying to be 
president for the past 26 
years. His democratic in- 
tentions are plain. But he 
has already sacked one 
minister who disagreed 
with him in what was seen 
by the rest of the cabinet as 
a coded message: do it my 
way or else. 

The new constitution, 
as he promised, cuts the 
president’s term of office 
from seven years to five (it 
was stretched when Abdou 
Diouf won the presidency, 
for the third time, in 1993). But it also abol- 
ishes the Senate and gives the president 
power to dissolve the one remaining 
chamber, the National Assembly, after it 
has been in place for two years. When Mr 
Wade does this—which he could quite 
soon—new parliamentary elections are 





Senegal’s voyage to development 





Wade’s firm hand 


likely to flood parliament with his sup- 
porters, giving him a free hand for the rest 
of his term. 

A free hand, but he faces a new pro- 
blem in satisfying his people’s heightened 
expectations. For instance, at his personal 
request, a new bus service was launched 
in Dakar on January 1st. But the capital’s 
2m inhabitants were horrified to discover 
that only 60 buses had been provided, 
and the queues at the bus stops have 
never been longer. 

His graver problem is the Casamance, 
the partly-cut-off region in the south-east, 
which has huge tourist and farming pro- 
mise, but has fought an intermittent 
secessionist war since 1982. At the end of 
November Mr Wade announced, with 
fanfare, the opening of ne- 
gotiations with the rebel 
Movement of Democratic 
Forces of Casamance 
(mrpc). He called for an 
impromptu national holi- 
day. But, after only three 
hours of talks, the Mrpc 
stormed out, and rebel in- 
fighting led to several 
deaths in the days just be- 
fore Christmas. 

The mrpc’s leader, 
Abbé Diamacoune Sen- 
ghor, is a determined man. 
According to a veteran Senegalese jour- 
nalist, Diadie Ba, “Diamacoune may not 
be saying it out loud, but he won?t call off 
the rebels until what he calls ‘the country 
of the rivers’ is granted full indepen- 
dence”. This is the one thing that no Sen- 
egalese government will offer him. 








No room for 
Afghans 


MASHHAD 


UST under a year ago, two uneasy part- 

ners, the Iranian government and the Un- 

ited Nations High Commissioner for Ref- 
ugees (UNHCR), cut a deal on a subject of 
keen mutual interest: the future of Iran’s 1.4m 
Afghan refugees. Iran has long wanted to re- 
patriate as many as possible of this vast refu- 
gee population; the UNHCR wants Iran to 
give asylum to Afghans who fear persecu- 
tion by the Taliban, Afghanistan’ fiery gov- 
ernment. At the time, the joint programme 
that the twoset up last year seemed a step to- 
wards both objectives. But it came dispirit- 


ingly toa halton December 31st. 

Bad luck and bad judgment played a 
part. During the year, over 130,000 refugees 
were persuaded to return to Afghanistan vo- 
luntarily. But a devastating drought, and the 
Taliban’s Sunni Muslim bigotry, led to an 
even greater number, many of them Shias, 
making the trip in the opposite direction. It 
was probably a mistake to decide to dole out 
$40 (later $20) to each returning Afghan. 
Many “refugees” made a handy living—by 
the standards of this impoverished part of 
the world—by volunteering for repatriation, 
collecting their reward, then slipping back 
into Iran to rejoin the queue. More impor- 
tant, many people now question the wis- 
dom and morality of sending the refugees 
back to towns in Afghanistan that were al- 
ready overflowing with internally displaced 
people, and hungry ones at that. 

Iran’s government says it suffered for 
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But Iran has tired of this 
largesse. Nowadays, Af- 
ghans are blamed for the 
country’s economic and 
social woes. In Mashhad, 
the capital of Iran’s eastern 
province of Khorasan and 
home to some 400,000 ref- 
ugees, the provincial gov- 
ernor accuses local Af- 
ghans of drug-running and 
kidnapping. Influential lo- 
cal people—the editor of 
the biggest provincial 
newspaper, for instance— 
want lots of them put in 
camps. In Tehran, the min- 
ister of labour thunders 
that undocumented Af- 





Time to move on, and out, says Iran 


sticking to its side of the bargain. While the 
programme was in force, Iran obediently 
granted temporary asylum to some 80,000 
Afghans. But the 150,000 or so who “failed” 
asylum interviews and were ordered to leave 
Iran almost certainly stayed where they 
were. The Iranians feel short-changed, espe- 
cially when they recall an optimistic UNHCR 
estimate that 3,000 refugees might be repa- 
triated every week under the programme. 
Making matters worse, even if the pro- 
gramme could now be restarted, donors are 
no longer providing the money needed to 
make it more of a success. 

At the same time, the Iranians have 
hardly covered themselves in glory. They 
forgot, for instance, their promise to set up a 
screening centre for asylum-seekers in Teh- 
ran. Médecins Sans Frontiéres, whose doc- 
tors had agreed to check the medical condi- 
tion of each returning Afghan, withdrew 
from the programme, accusing the govern- 
ment of packing off people too ill to travel. 

An annexe to Iran’s current develop- 
ment plan instructs the government to expel 
all foreigners who do not have work permits, 
except for those who fear persecution in 
their country of origin. No one knows how 
the government intends to interpret the pro- 
viso, but the interior minister last week 
promised speedy action to “streamline” 
Iran’s Afghan population. Given that few 
Afghans have work permits, implementing 
the annexe could have catastrophic results. 

It is all a long way from the days when 
Iran’s Islamic leaders, in an exemplary show 
of generosity, threw open their doors to their 
Afghan co-religionists after the Soviet inva- 
sion of 1979. They gave more than 1m of them 
residency rights, and turned a blind eye to 
the hundreds of thousands who worked il- 
legally. In contrast to Pakistan, which shep- 
herds most of its 1.2m Afghan refugees into 
camps, Iran has allowed all but a fraction to 
live normal lives in its cities. Refugees who 
came before 1992 can enjoy Iran’s social ser- 
vices. 
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ghans have taken a million 

Iranian jobs, and fines are 
being levied on firms employing them. Iran’s 
image-makers may not permit the horrors 
that would ensue from mass deportations, 
but the days of sectarian solidarity are over. 
= 





Israel 


Sheep or wolf? 


JERUSALEM 


HE sheepskin slipped slightly this week 

from the purposefully pacific figure of 
Ariel Sharon, the front-runner for Israel’s 
prime-ministerial election on February 6th, 
exposing what Ehud Barak insists is the griz- 
zled general's immutably lupine proclivities. 
“The Oslo accords no longer exist. Period,” 
Mr Sharon informed an ultra-hardline mag- 
azine in an interview. His campaign strate- 
gists held their heads in their hands. 

Mr Sharon, chairman of the Likud, leads 
Mr Barak, the incumbent Labour prime 
minister, by a whopping 30 points, accord- 
ing to two opinion polls published last 
weekend. His campaign has been built on a 
quiet makeover of the veteran’s warlike im- 
age. “Only Sharon will bring peace,” is the 
slogan. “Peace that will protect us,” is the 
television jingle. The message is designed to 
reassure middle-of-the-road voters who are 
disappointed with Mr Barak, but are still 
chary of Mr Sharon’s tough record and his 
reputation abroad as a warmonger. 

Mr Sharon has been co-operating like a 
lamb with his Israeli and American profes- 
sional advisers, steering clear of probing in- 
terviews, declining Mr Barak’s challenge to 
hold a series of televised debates, confining 
himself to cheerfully opaque proclamations. 
He has a plan, he says, to suppress the inti- 

fada without risking military escalation, and 
to negotiate a peace accord with the Pal- 
estinians without surrendering any part of 
Jerusalem or the Jordan valley. Mr Barak will 
be his defence minister, he promises, to the 


chagrin of the hardliners in his own camp. 
“He’s a good soldier. Under me, in a unity 
government, he'll function fine.” 

But Kfar Habad, a little-known maga- 
zine, has succeeded in drawing him out. 
“When I spoke of painful concessions,” he 
told the interviewer, “I meant that we won’t 
now reconquer Nablus and Jericho [cities 
ceded to the Palestinians in the early phases 
of the Oslo process]. This is a very painful 
concession for me, because these places 
were the cradle of our national birth and no 
nation willingly gives up such historic assets 
unless it is defeated in war, which we were 
not.” Labour spokesmen pounced, claiming 
that “the real, extremist Sharon is showing 
through the false garb of moderation.” 

Mr Sharon is having trouble, too, holding 
together the hugely disparate coalition of 
nationalist, immigrant and religious parties 
which are all separately supporting his can- 
didacy, and relishing the prospect of return- 
ing to power on his coat-tails. On January 
7th, he dutifully donned a black skull-cap 
for a reverential photo-opportunity with 
Rabbi Ovadia Yosef, spiritual leader of the 
powerful Shas party. But next day he veered 
over to placate his other supporters, angrily 
telling Shas members that women would 
sing at the festive opening of his campaign 
on January 1oth, and if that offended their 
religious sensibilities, they need not come. 

These flashes of vintage Sharon helped 
corroborate an opinion offered the day be- 
fore by Mr Sharon’s doctor, to the effect that 
he is quite up to the rigours of the prime min- 
istership. There had been a spate of rumours 
that Mr Sharon’s unwonted quiescence at- 
tested to a decline of his physical prowess: 
aged 73, he was said to be vacant and forget- 
ful. Publicly, the Likud lambasted Labour for 
spreading these untruths. Privately, a source 
close to Mr Sharon fingered a source close to 
his Likud colleague, Binyamin Netanyahu, a 
perhaps frustrated former prime minister. 


Ve 
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The battle-lines in Turkey 


ANKARA 


Can the Turks who want their country to become a modern democracy stand 


up to the generals? 


OR Turkey, 2001 got off to a grey start. In 
the past few weeks, the country has had 
its worst financial crisis in recent years, a se- 
ries of bloody prison rebellions that claimed 
32 lives, and a wave of terrorist attacks in its 
business capital, Istanbul. Pictures of dead 
policemen and the mangled remains of a 
suicide bomber have reminded many Turks 
of the street violence between right-wing 
and left-wing extremists which led to their 
generals’ most recent military coup, in 1980. 
Indeed, on January 9th Mesut Yilmaz, the 
leader of the centre-right Motherland party 
and a deputy prime minister in Turkey's 
*three-party coalition, publicly accused “cer- 
tain forces” of “seeking to push the country 
towards a military regime”. 

Mr Yilmaz’s uncharacteristically brave 
remark sums up the confrontation that has 
been taking shape ever since 1999, when the 
European Union’s leaders at last got round to 
saying that Turkey was a candidate for full 
EU membership. The battle pits a majority of 
Turks, who want their country to become a 
proper European democracy, against those 

_ senior soldiers and other rich and powerful 
people who will lose much of their clout if 
Turkey makes the changes needed tojoin the 
European club. 

Only months ago, it looked as if the lib- 
eral side was winning. The man who became 
the country’s president last May, Ahmet 
Necdet Sezer, a former head of the constitu- 
tional court, has repeatedly called for the 
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rule of law to be upheld, and for Turkey’s 
politics to meet European standards. The 
unpretentious new president, whose motor- 
cade actually stops at red traffic lights, has 
warmed millions of Turkish hearts; for the 
first time since Ataturk, a president is beating 
the army in the opinion polls. And the gov- 
ernment since 1999, an unlikely-looking alli- 
ance of a leftish prime minister, Bulent Ecev- 
it, the conservative Mr Yilmaz and a hard- 
nosed right-winger, Devlet Bahceli of the 
Nationalist Action Party, has given Turkey its 
most stable administration in years. 

Under this coalition, Turkey has em- 
barked on an ambitious economic-reform 
programme, helped by the rmr, which has 
brought inflation down to its lowest annual 
figure in over a decade, from 70% a year ago 
to 39% now. Just as strikingly, the interior 
minister, Sadettin Tantan, has been waging 
an unprecedented war on corruption. 

Entire gangs have been arrested, and 
some very big fish have been netted. Yahya 
Murat Demirel, a nephew of ex-President 
Suleyman Demirel, is now in an Ankara jail, 
accused of siphoning off billions of dollars 
from a bank he owned before it collapsed. 
Half a dozen senior people in the energy 
ministry, recently sacked on suspicion of 
taking bribes, may well join him. 

Last year the interior minister also man- 
aged to crush Turkey’s most vicious group of 
armed Islamists, Hizbullah. This was all the 
more heartening because some powerful 





people in the security forces have egged on 
Hizbullah, whose targets were the same as 
their own—nationalist Kurds and guerrillas 
of the Kurdistan Workers’ Party, the PKK. 

The Kurdish problem had already been 
eased by the pxk’s decision to call off its 15- 
year war for Kurdish independence after the 
capture in 1999 of its leader, Abdullah 
Ocalan. The trial of Mr Ocalan on treason 
charges was described by most European 
observers as largely fair and free, not least 
because the government passed legislation 
removing military judges from the court be- 
fore a verdict was reached. The death sen- 
tence passed on Mr Ocalan has been stayed 
pendinga review of his case by the European 
Court of Human Rights, a process that could 
take years. Few believe he will be hanged. 

In November the national intelligence 
chief, Senkal Atasagun, said it was in Tur- 
key’s interest to lift the ban on broadcasting 
in the Kurdish language. To general astonish- 
ment, he was supported by Mr Ecevit. Previ- 
ously the prime minister could not bring 
himself to pronounce the word “Kurd”, pre- 
ferring to call the country’s 12m or so Kurds 
“our south-eastern citizens”. 

So far, so good. But then things began to 
go wrong. The Turkish general staff chose the 
day on which Mr Ecevit flew to France for 
last month’s EU summit meeting to liken 
people who advocate Kurdish cultural rights 
to those “who speak the same tongue as the 
PKK”. Relations between Turkey and Greece, 
which had seemed to be on the mend, blew 
up again in a row during NATO exercises in 
the Aegean. The gap between Turkey and 
Europe seemed once more to be widening. 

There followed the financial mess, set off 
by a government investigation into ten 
failed banks; an ımr pledge to provide more 
than $7 billion in emergency loans over the 
next year was needed to fend off a serious 
crisis. And on December 19th Turkish troops 
started to attack 20 prisons across the coun- 
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try ina bungled attempt to end a two-month 
hunger strike by left-wing prisoners who 
had been more or less running their dormi- 
tories and were protesting against a plan to 
transfer them to smaller, more controllable 
cells. Television pictures of scorched prison- 
ers who had set themselves ablaze did Tur- 
key’s case no good atall in Europe. 

Yet Mr Ecevit’s government still has a 
chance to put things right when it releases its 
National Programme for EU membership at 
the end of this month. Described by a senior 
official as the country’s most important pro- 
ject since Ataturk’s revolutionary reforms of 
the 1920s and 1930s, the document will set 
out in detail what Turkey is prepared todo to 
meet the Ev’s criteria for the opening of 
membership talks. The problem is that Mr 
Bahceli’s Nationalist Action Party—no doubt 
encouraged by some of the generals—is said 
to be resisting any acknowledgment of 
Kurdish cultural rights, and any diminution 
of the political influence of the army. 

For the first time, though, Mr Ecevit is 
fighting back. The day before Mr Yilmaz’s 
protest against those seeking to “push the 
country towards a military regime”, the 
prime minister produced his first-ever criti- 
cism of military meddling in politics. An un- 
named general had been quoted in a mass- 
circulation newspaper, Hurriyet, as saying 


that the armed forces, not the government, 
were the driving force behind the corruption 
probe in the energy ministry. “Such talk vio- 
lates the supremacy of law,” Mr Ecevit thun- 
dered. “We shall investigate the matter and 
find out who these people are.” 

Are Turkey’s politicians at last nerving 
themselves to stand up to the generals? If 
they are, they will have to match their words 
with deeds. One desirable deed would be to 
amend the penal code in ways that would 
enable Turks freely to debate such thorny is- 
sues as Kurdish rights and political Islam 
without finding themselves behind bars, as 
many politicians, journalists and academics 
have done. They can also prevent the closure 
of Turkey’s largest pro-Islam party, Virtue, 
and of its largest legal Kurdish party, Hadep, 
which both face bans on thinly supported 
charges of “anti-state” activity. Encourag- 
ingly, the president has refused to extend the 
term of Turkey’s fiercely anti-Islamic chief 
prosecutor, Vural Savas, and parliament 
may soon pass a measure, opposed by the 
generals, that would make the banning of 
political parties much more difficult. 

As one observer of the country’s politics, 
Cetin Altan, has put it: “The Turks have 
missed the 2oth century. Let us not miss the 
chance of catching up with the world in the 
21st.” Few sensible Turks would disagree. 

a 





Germany 


The government takes a knock 


BERLIN 


The resignation this week of two ministers and continuing attacks on another 
three have jolted Gerhard Schroder’s government 


Ho” fast the wheel of political fortune 
can spin. Barely a fortnight ago, Chan- 
cellor Gerhard Schröder was smugly de- 
scribing 2000 as a “good year for Germany” 
and heralding 2001 as likely to be even better. 
Hardly a week into the new year, he has lost 
two important ministers, amid public alarm 
over the government’s mishandling of the 
crisis over mad-cow disease (Bse), and an- 
other three ministers, including Joschka Fi- 
scher, who runs foreign affairs, are under at- 
tack. The Social Democrat-led government 
suddenly looks edgy and Mr Schroder’s po- 
litical touch rather less deft. 

Still, the chancellor moved impressively 
fast to limit the damage. Within a day of the 
resignations of Andrea Fischer, the Green in 
charge of health, and Karl-Heinz Funke, the 
Social Democrat responsible for agriculture, 
he had announced replacements and de- 
clared that agricultural policy would be re- 
fashioned to ensure that consumers’ inter- 
ests preceded those of farmers. Renate 
Kiinast, a leading Green, will head an agri- 
cultural ministry whose remit will be wid- 
ened to include consumer protection and 
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food. Ulla Schmidt, a former teacher of 
handicapped children and until now the So- 
cial Democrats’ deputy leader in parliament, 
will become health minister. 

During Mr Schroder’s two years in 
office, the tally of ministers squeezed 
out or resigning in a huff has risen to 
six, starting with Oskar Lafontaine, 
who flounced off in the spring of 1999 
after just four months as finance min- 
ister. The latest resignations have in- 
evitably brought 
charges that the gov- 
ernment has been 
sloppy, complacent 
and badly co-ordi- 
nated in its handling 
of the mad-cow crisis. 
Franz Muntefering, the 













Until the day last November when the 
first BSE case was discovered in a German 
cow, Mr Funke, himself a farmer, had con- 
tinued to insist that Germans had nothing to 
fear, despite repeated warnings from Eu offi- 
cials to the contrary. Ms Fischer, in resigning, 
conceded that “the consumers’ trust in the 
government’s ability to overcome the BsE 
problem has been shaken.” 

That, to put it mildly, is an understate- 
ment. The reaction in health-conscious Ger- 
many has—to say the least—been acute, 
even though only ten cases of BsE have so far 
been confirmed, compared with nearly 
180,000 in Britain over the past decade or so. 
Germany’s beef sales have already slumped 
by more than a half. 

Three other ministers are under attack. 
The opposition Christian Democrats have 
accused Hans Eichel, the finance minister, of 
taking expensive military flights between 
Berlin and Frankfurt for private purposes. 
Rudolf Scharping, the defence minister, has 
been accused of being less than forthcoming 
about the cancer risks run by German troops 
exposed to the effects of depleted-uranium 
shells in Bosnia and Kosovo. And Joschka Fi- 
scher, the Green foreign minister (no relation 
to the departed health minister), has been 
denounced as a “disgrace” after revelations 
of his past as a far-left “street-fighter” in 
Frankfurt in the 1970s. 

Of these allegations, the ones against Mr 
Fischer are likely to hurt most. Germany’s 
most liked politician, he has never sought to 
hide his radical past. But the publication of 
photographs showing him in 1973 about to 
thump a cowering policeman as four other 
left-wing assailants crowd round has 
brought home the street-fighters’ most unsa- 
voury side. 

Further embarrassing details of the lives 
of radicals in the 1970s may emerge on Janu- 
ary 16th, when Mr Fischer is to appear as a 
witness for the defence in the trial of Hans- 
Joachim Klein, an- 
other former Frankfurt 
street-fighter accused 
of committing murder 
during a terrorist at- 
tack against ministers 
from OPEC countries in 
Vienna in 1975. 

Meanwhile, Bet- 
tina Röhl, the vengeful 
daughter of Ulrike 
Meinhof, a leader of 
the terrorist Baader- 
Meinhof gang that also 
created mayhem back in the 1970s, is 
threatening legal proceedings against 


Social Democrats’ Mr Fischer for attempted murder. Ms 
secretary-general, ad- Rohl claims that Mr Fischer was in- 
mitted that it had volved in a fire-bomb attack on a po- 
clung too long to the il- lice car in which a policeman was 
lusion that German : = a | nearly killed in 1976. 

herds were entirely ‘<a ‘ys Mr Fischer denies all knowledge 
free of the disease. Changeable Fischer of the attack and says he never used 
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BERLIN 


ILL a change of face bring better luck 

to the struggling Free Democrats, 
Germany’s champions of individual free- 
dom and the market? Ata party conference 
earlier this month, Guido Westerwelle, the 
liberals’ pushy young general secretary, 
was acclaimed as leader-in-waiting after 
Wolfgang Gerhardt, the party’s amiably 
dull chairman for the past five years, 
agreed to step down. The decision ended a 
power struggle that began after the 1998 
general election, when the small but once 
influential party lost its long-standing role 
as kingmaker. Instead, its place as junior 
partner in Germany’s ruling coalition has 
been usurped by the Greens. 

“We will drive the Greens from power 
in 2002,” exclaims Mr Westerwelle, who is 
due to be formally enthroned as leader at a 
congress in May. Although his party has 
rarely won more than 10% of the vote, it has 
been in power, usually with the centre- 
right Christian Democrats, for all but nine 
of the 51 years since Germany’s post-war 
republic was founded. But since being 
overtaken electorally by the Greens in 1994, 
its future has looked shaky. Some com- 
mentators reckoned it would simply fade 





A switch for Germany’s liberals? 


away. The party-finance scandal that hit 
the Christian Democrats at the end of 1999 
helped briefly to revive its fortunes. But 
since then pollsters reckon that its support 
has dropped back to 6-8%, about level with 
the mercurial Greens, and just a point or 
two ahead of the ex-communist Demo- 
cratic Socialists. 

Among those pushing hardest for a 
change at the top has been Jürgen Mölle- 
mann, a former rival of Mr Gerhardt’s who 
leads the party in Germany’s most popu- 
lous state, North Rhine-Westphalia. The 
Free Democrats, and particularly their 
leader, had—he argued—been too close to 
the Christian Democrats for too long. If 
they were to stand a chance of returning to 
power, they should think about teaming 
up with Chancellor Gerhard Schréder’s 
ruling Social Democrats, who seem well set 
to win next year’s general election, albeit 
without an absolute majority. 

Though wary of Mr Mollemann’s am- 
bitions, Mr Westerwelle shares much of his 
analysis. But why should Mr Schroder 
want to change allies? After a sticky start, 
the Greens have served him well, often 
backing his more business-friendly re- 





Westerwelle wants a partner 


forms in the face of opposition from the 
unions and his own party’s left-wingers. 
Ever the tactician, Mr Schröder is keep- 
ing his options open. But unless the Free 
Democrats, under their new leader, come 
close to hitting their new target of 18% of the 
vote in the next general election, or unless 
the Greens embarrass him severely, Mr 
Schroder is unlikely to change partners. 








anything more than fists and stones against 
the police. But he now admits he played “an 
important, maybe central role” in the radical 
left-wing movement in Frankfurt in the 
1970s. Mr Schroder, who acknowledges that 
he himself was once a young Marxist who 


sympathised with the street rebels of 1968, 
says he is right behind his embattled foreign 
minister. But quite a few law-abiding Ger- 
mans have been wondering anew whether a 
man with so punchy a pastis suited to repre- 
sent them abroad. 





Switzerland 


Is it still happier alone? 


GENEVA 


The Swiss are still wary of letting their country join international bodies 


FEW years ago, a Swiss diplomat com- 

plained that his was “the only country 
larger than a Pacific atoll” not to be a mem- 
ber of the United Nations. He would now 
have to remove the qualification. The last eli- 
gible atoll, Tuvalu, joined the uN in 2000. The 
only other notable state still standing alone 
in Europe is the Vatican, albeit in the belief 
that it has a stronger ally than the earth- 
bound family of nations. 

Over the past 14 years, Swiss voters have 
firmly rejected by referendum their govern- 
ment’s attempts to coax them into the 
UN—or even into making formal arrange- 
ments with it. The Swiss, or most of them, 
have long regarded their brand of neutrality 
as superior to the Austrian, Finnish, Irish or 
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Swedish versions. They are touchy about 
any outside influence on their lives, espe- 
cially if this erodes their right to vote several 
times a year in referendums on virtually any 
issue they choose. But it used to be argued 
that such attitudes were mainly the property 
of older people, or rural Swiss, or plain right- 
wing traditionalists. This assumption has 
just taken a knock. 

The first results of a recent study indicate 
that Swiss 20-year-olds may be even more 
conservative than their parents or their 
grandparents when it comes to the country’s 
relations with the institutions of the outside 
world. Though they want to take part in that 
world, they are even warier of joining the 
uN—and the European Union—than their 


elders. The survey, which took in 20,000 con- 
scripts and their families (most young Swiss 
do several years of part-time military ser- 
vice), found that 54% of the youngsters want 
to continue with the Sonderfall, Switzerland 
as a “special case” in the world. 

During the past decade, the Swiss have 
joined organisations that can bolster their 
economic influence in the world, such as the 
IMF, the World Bank and the World Trade 
Organisation. In a recent referendum, they 
approved a set of economic agreements with 
their £u neighbours. They have also joined 
some lesser international bodies, such as the 
Council of Europe and the Organisation for 
Security and Co-operation in Europe. 

Outsiders, especially those Europeans 
who wanta more integrated Ev, see all this as 
evidence that one of the world’s richest 
countries wants the economic advantages of 
globalisation without the trouble of a deeper 
commitment to international teamwork. 
They are irritated by the relative ease with 
which European tax-evaders can still take 
advantage of Swiss banking secrecy. And the 
Swiss themselves have worried that the rev- 
elations of Jews turned back from their bor- 
ders during the second world war, and the 
Holocaust money hoarded by their banks, 
have smeared their once-shining image. 

To repolish it, the government has re- 
vived an official agency, “Presence Switzer- 
land”, which will this year set to work in the 
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United States and Britain. Its head, Johannes 
Matyassy, admits that the picture most for- 
eigners have of his country is less than per- 
fect, especially on the subject of money. The 
aspect of Swiss life that Americans claim to 
be least impressed by, in an opinion poll 
commissioned by the agency, is the ethical 
standard of Swiss companies (though they 
still score above the international average). 

In fact, the agency may find its job not all 
that tough. Its opinion poll also discovered 
that only 3% of Americans know what the 
Swiss were doing while the Holocaust was 
going on. Nearly three-quarters have a gen- 
erally favourable view of Switzerland, which 
puts the Swiss ahead of the Dutch. Mention 
Switzerland, and cheese, chocolate, moun- 
tains and watches are still the things that 
pop up first in most people’s minds. The 
Swiss voter’s grip on his government, 
through the direct-democracy system, is still 
a rather misty concept, even among rela- 
tively well-informed Americans. 

Not content with setting Mr Matyassy to 
work, the Swiss government is renewing its 
efforts to get its own people more deeply en- 
gaged in the outside world. It is pressing the 
case for joining the un. A referendum on 
whether armed Swiss soldiers should be able 
to join UN peacekeeping missions is due in 
June; next year, the Swiss will be asked 
whether their country should actually join 
the world body. This year, in March, yet an- 
other referendum, this one proposed by a 
group of voters, will be held (prematurely, 
says the government) on whether negotia- 
tions to join the Eu should start forthwith. 
The government, more cautiously, says they 
should begin within the next six years. In any 
event, it still has to overcome the reluctance 
of its own people, young as well as old, to get 
tangled up with things out there. 
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Italy 


A few bad 
apples 


BERGAMO 


E WANTED to steal her day’s takings, 

300,000 lire, about $150. A young Mor- 
occan stabbed to death a tobacconist in Vob- 
arno, a small town near Brescia in northern 
Italy, known for its friendliness to immi- 
grants. Another Moroccan drove as a prank, 
without headlights, the wrong way along an 
autostrada in Turin; that cost two lives, in- 
cluding his own. Three drunken Albanians 
in a stolen car hit a young couple on new 
year’s eve near Bergamo, and killed both. 
Another Albanian, some time ago, ran into a 
young boy in Rome on a bicycle, and drove 
off, leaving him to die. He was arrested, spent 
a few weeks in jail and was again stopped re- 
cently while driving his sports car. 

These are specimens of a spate of crime 
committed by immigrants, mostly illegal 
ones, that has shocked Italy. And the na- 
tion’s mood is changing. While the governing 
left talks about the problem, but produces 
no relevant legislation, some on the right are 
happy to exploit it. The once-separatist 
Northern League has begun to produce bel- 
ligerent anti-immigrant noises, and is gain- 
ing by it. After plummeting in the polls, the 
league’s leader, Umberto Bossi, last year 
joined forces again as a junior partner in a 
right-wing alliance led by Silvio Berlusconi. 
The issue of crime and immigration now 
gives Mr Bossi a chance to climb back. In the 
general election in April, this is clearly going 
to be a hot topic. 

That will be the first time. Most Italians 
are tolerant. Maybe they remember the huge 
Italian emigrations, across the Atlantic or to 
Australia, which went on into the 1950s. And, 
compared with elsewhere in Europe, the in- 
flux is not vast. For sure, last year there were 
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1.25m non-European Union foreigners hold- 
ing residence permits, 220,000 up on 1999. 
But that is only 2% of the population, though 
immigrants now account for 4% of all births. 

Of the total number of legal immigrants, 
roughly 40% are from Europe, 30% from Af- 
rica, 20% from Asia, and 10% from the Ameri- 
cas, with the largest communities being 
from Morocco, Albania, the Philippines, ex- ' 
Yugoslavia and Romania. A little over half 
live in the prosperous north. And unlike 
some rich European countries, Italy officially 
welcomes at least a limited number of im- 
migrants: 63,000 last year. An extra 15,000 
slots were given to companies needing 
workers; all were filled in a single morning. 

As in other rich countries, there are jobs 
that Italians are not interested in any more, 
but that outsiders are. Many Filipinos and Sri 
Lankans are in domestic service. A lot of 
Sikhs are milkers on farms in the Po valley. 
Africans work in factories all over the north- 
east. Many Egyptians, numerous in Milan, 
are cooks, waiters and dishwashers, while 
Chinese have their own restaurants and 
shops. The surname Hu has become the 
sixth most common in Milan, overtaking the 
home-spun Brambilla. 

Italy, which has one of the lowest fertility 
rates in the rich world, can and will accept 
more immigrants. The Roman Catholic 
church is very—some say too—welcoming, 
even if a few bishops have spoken against 
the “danger of Islamisation”. Though the 
Northern League was quick to exploit that ~ 
idea, and raised a huge fuss about the build- 
ing of amosque at Lodi, near Milan, the Mus- 
lim conversion of Italy is hardly imminent: 
only a third of the newcomers are Muslim, 
whereas half are Christian. 

The real troublemakers tend to be illegal 
immigrants, and not all of them. Asians 
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sneak in by land, mostly just looking for a 
job. Kurds are dumped on beaches: down 
south, in Calabria, and claim political asy- 
lum—often, in fact, heading for relations in 
Germany. Moroccans and Albanians seem 
to commit the most crimes. The latter often 
come in by speedboats, which can dump 
them overboard if the coastguard gets any- 
where near. Young Albanians often form 
gangs, dealing in drugs or prostitution. 

The latest fad, which has caused alarm 
round Bergamo and Brescia, is armed rob- 
bery at isolated villas. The miscreants, if 
caught at all, give the police false names (or 
no name at all) and after a few days behind 
bars set out again to roam the country, with 
an expulsion order in their pocket. They 
reckon they can do more or less as they 
please, because the law is inadequate, and 
there are political forces on the left that lump 
all immigrants together as people down on 
their luck. Some reckon there are only 
180,000 illegals. And of course not all make 
trouble. But the wrongdoers could help dish 
the left at the coming election. 
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Kosovo 


Uranium’s fans 


PRISTINA 


ERNARD KOUCHNER, the French doc- 

tor who is about to step down as the un’s 
administrator of Kosovo, ran into some flak 
this week at a meeting of the province’s eth- 
nic-Albanian leaders, where the row over 
the risks posed by depleted-uranium shells 
was high on the agenda. But the complaint 
he faced was not that of neglecting risks to 
Kosovo's population in the 100 or more 
places where uranium-tipped munitions 
were detonated during the war between 
Nato and the Serbs. 

Instead, the doctor was castigated for be- 
ing too quick to bring depleted uranium and 
its dangers to the attention of the world. 
There was now a chance, the local politicians 
argued, that some units of the province’s 
multinational peacekeeping force would 
withdraw in panic. As arguments over the 
risk from the substance have raged in Wash- 
ington, London, Rome and Brussels, the reac- 
tion in Kosovo has been a mix of scepticism, 
defensiveness and confusion. 

While Mr Kouchner is under attack for 
being too alarmist, NATO may yet find itself 
criticised for worrying more about its own 
soldiers than local people. Circulars issued 
to NATO peacekeepers have warned that lin- 
gering “heavy-metal toxicity” in armour 
struck by depleted-uranium munitions 
could pose health risks, and such vehicles 
should not be approached except when es- 
sential to NaTo’s mission, in which case 
heavy protection was needed. Humani- 
tarian workers in Kosovo have been stress- 
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| Little Polish love for the Union 


WARSAW 


HE difference in numbers between 

the Poles who want their country to 
join the European Union and those who 
do notis narrowing, according to a recent 
opinion poll. But it is still wide, consider- 
ing that only 4% believe the benefits of 
joining will be immediate and two-thirds 
think Poland will be a “second-class 
member for the foreseeable future”. Once 
the negotiations are over, the Poles will 
probably give their approval in a referen- 
dum—perhaps as soon as next year. None 
of the main parties is hostile. 

The Poles are practical and unroman- 
tic about the venture. Most reckon that the 
| western members of the Union have their 
own commercial motives for wanting Po- 
land to join, but they think their country 
should join for strategic reasons: four- 
fifths believe that Russia wants to recover 
| its status as a superpower. 

The Poles do not, on the whole, fret 
about losing their cherished sovereignty, 
despite going without it for most of the 
past two centuries. Indeed, opinion polls 
suggest that three-quarters of them think 
membership of the eu is unlikely to un- 
dermine it. They would rather the eu kept 
out of its foreign policy, education and 
laws on moral matters such as homosex- 
uality, pornography and abortion. But 
most are happy to let the ev enact legisla- 
tion on crime, the environment and de- 
fence. They are evenly divided over whe- 
ther tojoin the single currency, though the 
terms of entry will require them to do so 
| once they meet the economic criteria laid 
| down for earlier entrants. 

The most pessimistic are the farmers, 
the only group hostile to membership. 
“The £u will be a disaster for them,” saysa 
government minister, a view widely held 
| in Poland. And most Poles bemoan the 
quality of food from the West that is likely 
to replace the wholesome stuff they cur- 
rently produce at home. 
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ing that the danger to local civilians from un- 
exploded munitions and land-mines is 
probably the most deadly legacy of the 1999 
conflict—though soil contamination may be 
harder to detect and neutralise. 

This week, embarrassed NATO spokes- 
men in Kosovo were insisting that their 
44,000-strong force did not have enough 
troops to fence off from the public all the 
places where uranium-tipped shells had 
been fired. Abouta third are already off-lim- 
its because they are in minefields. 

Environmentalists stress that there are 
plenty of other health hazards in both Ko- 
sovo and Serbia proper as a result of the war, 





which neither local politicians nor interna- 
tional agencies seem in a hurry to deal with. 
In industrial areas of Serbia near the Da- 
nube, for example, the World Wide Fund for 
Nature has found dangerous levels of mer- 
cury, dioxins and other poisons in the 
ground; for that, naro bombs were partly 
but not wholly responsible. It remains to be 
seen whether the incoming government in 
Belgrade will be keener to set about a big 
clean-up than its predecessor, which loved 
the propaganda effect of Naro-induced 
“ecocide” but seemed reluctant to do any- 
thing about it. 
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Carla Del Ponte, battling for Balkan justice 


ILL the international criminal court in The Hague ever get its 
-Y hands on the main people thought to be behind a decade of 
butchery in the Balkans? As long as Slobodan Milosevic, publicly 
indicted as a war criminal in the summer of 1999, remained presi- 
dent of: Yugoslavia, the answer was plainly no. But things are 
changing. With a new Yugoslav president in office and a new gov- 
ernment about to take over in Serbia (the main component of 
Yugoslavia's shrunken federation), Mr Milosevic’s days as a free 
man may be numbered. Carla Del Ponte, the chief prosecutor of 
the International Criminal Tribunal for the former Yugoslavia—to 
give this United Nations court its full name—reckons the chances 
of putting the worst murderers in her dock are rising. 

Ms Del Ponte, a former attorney-general of Switzerland, has 
good qualifications to lead the chase. She won plaudits at home for 
her fearless pursuit of Mafia-con- 
nected criminals. Nor did she shrink 
from tackling Russian crooks who 
seemed to have the Kremlin behind 
them. A master of her brief, she is 
tough, determined, and her blood—it 
seems—is up. “After the [Serbian gen- 
eral] election, I will be more forceful,” 
she promised. No doubt. 

But the job she took up in Septem- 
ber 1999 is exceptionally tricky. For a 
start, the Balkans are not her sole con- 
cern; she flies every few weeks to 
Arusha, in Tanzania, where she is also 
chief prosecutor in a parallel interna- 
tional court, under the uN’s auspices 
too, which is meant to try those 
responsible for killing some 800,000 
people in Rwanda in 1994. And in the 
Balkan forum much still depends on 
political factors that are largely beyond 
her range of influence. Itching she cer- 
tainly is to prove her suspects’ guilt in 
court. The problem is still how to get 
them there. 

All the same, the outlook was 
brightening even before Mr Milosevic’s 
downfall in October. The first rays of 
hope appeared a year ago, after the 
death of Croatia’s nasty president, 
Franjo Tudjman. A reform-minded government under Tudjman’s 
much more decent successor, Stipe Mesic, has proved keen to win 
credit (in every sense) from the West by sending alleged Croat war 
criminals to The Hague. When a dozen generals publicly protested, 
Mr Mesic sacked those of them who were still in service. 

But it is becoming harder again for Ms Del Ponte to keep the 
Croats on course, particularly since the word is out that the latest 
batch of secret indictments fingers quite a few of them still in poli- 
tics or in uniform. Croatia's media are turning against the court. A 
favourite complaint is that, while the Croats have been handing 
their men over to The Hague (some, it is said, merely for fighting 
rough in a patriotic war), the Serbs, under their new order, are be- 
ing treated more leniently. 

That is not at all what Serbs are saying. Mr Milosevic likens Ms 
Del Ponte and her tribunal to a “new Gestapo” bent on “carrying 
out genocide against the Serb people”. Many Serbs see the court as 
a mere instrument of victors’ justice. But opinions in Belgrade are 
varied—and changeable. Mr Milosevic’s successor as Yugoslavia’s 





president, Vojislav Kostunica, says he is against sending Serb sus- 
pects to The Hague, though keen to arraign Mr Milosevic and his 
friends in Belgrade for various other misdemeanours. Serbia’s 
likely new prime minister, Zoran Djindjic, says that Ms Del Ponte’s 
court may be allowed to oversee a war-crimes trial, also in Bel- 
grade; but he hints at greater flexibility. Some more liberal figures 


| 
likely to take posts in the new Serbian government say openly that | 


suspects may indeed be sent abroad, while others, including a for- 
mer senior policeman and a former general who both served un- 


der Mr Milosevic before siding with Mr Djindjic, disagree fiercely, | 


for obvious reasons. It should be noted, too, that Serbia’s current 
president, Milan Milutinovic, has himself been indicted for war 
crimes. Moreover, the balance of power in Belgrade may not be re- 
solved for several months. It is unclear whether Mr Kostunica or 
Mr Djindjic will come out on top: that 
depends partly on whether Montene- 
gro remains within Yugoslavia— 
another open question. 

But the momentum may help Ms 
Del Ponte’s cause. Talk, in Belgrade, of 
an “Al Capone option”, whereby Mr 
Milosevic and company may first be 
charged at home with embezzlement 
and electoral fraud, raises the pros- 
pect that, once behind bars, other 
graver charges might later be laid. If 
the more ardent reformers gain the 
upper hand, it is conceivable that he 
might yet be dispatched to The Hague. 
Ms Del Ponte, in any event, flatly rules 
out the trial-at-home idea. 

She is soon to visit both Zagreb, 
Croatia’s capital, and Belgrade. The 
main point she must drive home is 
that her court is impartial. She can 
point out that it has convicted Bos- 
nian Muslims for war crimes against 
Serbs and Croats, and that over a third 
of the 39 people in The Hague whose 
trial is either under way or impending 
are not Serb. But it would help if she 
could nail ethnic-Albanians who 
have murdered Serbs in Kosovo. And 
she should stress that her tribunal’s 14 
judges, who include a Zambian and a Chinese, are not a bunch of 
NATO lackeys. 

Diplomatic wiles (and her beloved cigarettes) apart, Ms Del 
Ponte also carries a carrot and a stick. The carrot is the aid that 
western countries say they will dole out if war-crimes suspects are 
handed over to her. The stick is the prospect of prolonging econ- 
omic sanctions if they are not. 

Ms Del Ponte is hopeful. The court is behaving more fiercely 
than many foresaw when it was set up in 1993. A Bosnian-Serb 
general, Radoslav Krstic, is now being tried for his part in massa- 
cring 7,000 Bosnian Muslims at Srebrenica in 1995. This week a for- 
mer president of Bosnia’s Serb Republic, Biljana Plavsic, gave her- 
self up to the tribunal—the highest-ranking figure so far to come 
before Ms Del Ponte, whostill has her sights on Radovan Karadzic, 
the Bosnian Serbs’ war-time leader, and Ratko Mladic, their top 
general. By 2004, she hopes she will have brought some 2oo alleged 
killers to justice. That may be optimistic. But the lady burns witha 

















desire to punish evil-doers. She may yet get her way. | 
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More Minder than Hollywood 


GLASGOW AND LONDON 


The drugs business is controlled not by Jamaicans, Chinese or other 
immigrant gangs, but by white, middle-aged career criminals who run their 
operations in ways that any businessman would recognise 


OR film, fiction and sensational journal- 

ism, the idea of an invasion of exotic drugs 
gangs is irresistible. Occasional drive-by 
shootings involving Jamaican Yardies with 
noms de guerre such as Thin Hand Barry and 
Juggernaught help bolster the myth that for- 
eigners—not just Yardies, but also Chinese 
Triad gangsters and the Russian mafia—are 
spreading a culture of drugs and violence in 
Britain. But the truth has less in common 
with bullet-riddled Hollywood films than it 
has with “Minder”, the classic television 
portrayal of the seedy world of middle-aged 
London criminals. 

According to the policemen charged 
with eliminating the trade, around 80% of 
the illegal drugs in this country are sold by 
operations run by indigenous career crimi- 
nals, many of them in their fifties and sixties. 
They have business relationships in main- 
land Europe, particularly the Netherlands, 
where many of their supplies come from, 
with Triad groups like the 14K and Wo Shing 
Wo, with Colombian cartels, Turkish heroin 
merchants and Kosovan networks. But they 
themselves are as white and middle-aged as 
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were Ronnie and Reggie Kray. 

Customs officers refer to these people as 
“traditional faces”. They are the men who 
swamped Britain with fresh supplies of 
high-grade ecstasy in the final months of 
1999. They ordered the £1.2 billion-worth 
($1.8 billion) of heroin and cocaine seized by 
Customs and Excise in 1999-2000, and are 
currently working to establish cocaine as the 
club drug of choice in 2001. 

For a brief moment in the late 1980s and 
early 1990s ecstasy broke this mould. With 
the new product came new suppliers. Gangs 
of former football hooligans and Dutch 
criminal entrepreneurs set themselves up 
importing and distributing this club drug. 

But since then the drugs business, like so 
many others, has consolidated. The old 
gangs proved more efficient than the new- 
comers. They importecstasy as part of mixed 
consignments which Customs and Excise 
calls “cocktail loads”. A recent seizure at Do- 
ver, for instance, included cannabis, ecstasy, 
cocaine, heroin and amphetamine sulphate. 

The men whorun the drugs trade tend to 
operate diversified criminal syndicates for 


whom drugs are only one part of their busi- 
ness. According to the National Criminal 
Intelligence Service, these gangs are often ac- 
tive in armed robbery, fraud and the vast 
trade in illegal cigarettes. Diversification al- 
lows them to use their resources efficiently: 
the same networks of people and lorries can 
be employed in the import of either tobacco 
or class A drugs. 

There are exceptions. Sometimes a re- 
dundant steelworker who used his pay-off 
to buy a yacht on the Solent or the Clyde Es- 
tuary has a go at importing cannabis from 
Morocco. Freelance heroin and cocaine 
dealers swallow relatively small quantities 
of drugs in condoms or rubber gloves. 

But freelancers find it hard to break into 
the business, because the professionals in 
Easterhouse in Glasgow and Peckham in 
London like to deal with people they know. 
Drug dealing, like banking, is a relationship 
business—only more so, because the risks of 
dealing with strangers are that much greater. 

For the police, the freelancers are rela- 
tively easy meat. The trouble with the serious 
operators is that they do not stand out. They 
are cautious businessmen who shun the 
riskier end of the trade and as a result are 
rarely prosecuted. 

Detective Sergeant Kenneth Simpson of 
the Strathclyde police’s drugs squad knows 
the type of man he is looking for. His house is 
in Bearsden, Milngavie or Newton Mearns, 
one of the fashionable suburbs to which 
prosperous Glaswegians aspire. It is double- 
glazed and done out with chandeliers and 
luxury bathrooms. The bins contain receipts 
for cash transactions at Versace, and Dolce 
and Gabbana. The children are at private 
schools in the West End and the wife has a 
four-wheel drive. 

In Glasgow, says Mr Simpson, a premier- 
league dealer is relatively parochial. “He as- 
pires to everything money can buy but he 
does not lead a huge gang. He might portray 
himself as a car dealer or the boss of a taxi 
firm.” The drugs entrepreneurs tend to have 
neither fat bank accounts nor conventional 
share portfolios, though there may be stakes 
in pubs, clubs and other businesses well 
suited to laundering cash. 

Eddie Gray, a Liverpool man who is now 
acategory A prisoner at Full Sutton prison in 
York, is a fine example of the type, and one of 
the few to have been jailed recently. Mr Gray 
was convicted last year of conspiracy to sup- 
ply heroin and ecstasy. He told the police 
that his Ferrari and luxury home with 
heated indoor swimming pool were the 
fruits of his modest taxi business. Investigat- 
ing officers hope to seize the car, house and a 
fine collection of designer jewels at a hearing 
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this spring, 

Drugs entrepreneurs avoid trouble by 
running relatively small, streamlined opera- 
_ tions. The workforce is a few reliable mules. 

i Every month or so a pair will be despatched 
to-meet established contacts in Manchester 
or Liverpool. There they split. One will col- 
lect ten or more kilos of refined Turkish or 
Afghan heroin—for which the boss will pay 
£15,000-17,000 a kilo—and perhaps a similar 
quantity of cocaine. 

Violence, like distribution, is outsourced. 
Ifa street-dealer who has failed to pay for his 
supply needs to be disciplined, or an upstart 
rival frightened, the job will be done by what 
the Glasgow gangs call a “fire-in” or “rocket”. 
Elsewhere, only the slang is different. A des- 
perate addict or debtor will be supplied with 





drugs or cash in return for a one-off act of 
intimidation or thuggery. He is a supply 
hooligan, acting out of desperation not loy- 
alty. He is not one of the inner circle, and 
does not know where his orders came from. 

Glasgow has six or eight of these big buy- 
ers and about two dozen first-division deal- 
ers. They grew upin the slums of the East End 
or the peripheral estates erected on the city’s 
western fringes and still fit in among the 
people they left behind. They each control a 
relatively small area of the city and are cau- 
tiously aware that the worst thing a career 
criminal can dois toget greedy. 

In London, Bristol, Liverpool and Man- 
chester, the trade operates in a similar way. 
The criminal “parishes” may be slightly 
larger. There are more direct connections be- 






tween London gangs and their foreign sup- 
pliers. But Britain’s big buyers know each 
other, trade with each other and try to avoid 
stepping on each others’ toes. 

Like many of those in the consumer- ~ 
goods business, the men who run the drugs 
trade are keen to encourage their customers 
to buy higher-value products. Cocaine, until 
recently the narcotic of the fairly rich, is 
spreading through the clubs. Like heroin— 
and unlike lower-value drugs such as ec- 
stasy and marijuana—cocaine offers huge 
returns from small consignments. If Britain’s 
drugs entrepreneurs prove as adept at creat- 
ing demand as they are atcontrolling supply, 
the cocaine boom will pay for several new 
taxi firms and car dealerships in Essex and 
Lanarkshire this year. 
vel 





Criminal justice 


Straw condemns the juries 


Proposals to diminish the role of juries are part of the government’s plans to 


modernise the criminal-justice system 


RIME will take a prominent place in the 

forthcoming election campaign. Minis- 
ters are proud of the government's record on 
law and order, which includes more than a 
dozen criminal-justice acts in the past three 
years. This week the home secretary, Jack 
Straw, unveiled the first of a series of mea- 
sures to tackle rising street crime and rob- 
bery. The next stage in his campaign to bol- 
ster his reputation as the cabinet’s “hard 
man” is likely to be to renew the attack he 
launched last year on the right to trial by jury. 

Most criminal cases are heard by magis- 
trates’ courts. Serious offences such as 
murder are tried by juries in crown 
courts, which have powers to hand 
down heavier sentences. But there is a 
group of intermediate offences, such 
as theft, for which defendants have 
the right to choose a jury trial. Mr 
Straw is seeking to curtail this right. 

The right toa jury trial is under at- 
tack for three main reasons. Most re- 
volve around administrative cost. 
First, juries are slow. The evidence has to 
be gone through laboriously at a speed 
that lay people can understand. They often 
have to be sent out of the court for hours so 
that legal arguments over admissibility of 
evidence can be heard. 

Second, juries do occasionally behave 
eccentrically (see box on next page). Third, 
juries do not convict defendants as reli- 
ably as they used to (see chart on next 
page). Various reasons for this have 
been suggested, including incom- 
petence on the part of the Crown 
Prosecution Service and scepti- 
cism about police evidence. But 
Mr Straw offers only one solution, 
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which is to restrict the right toa jury trial. 

His Mode of Trial bill, which would limit 
the rights of 400,000 defendants todemanda 
jury trial, was heavily defeated in the Lords 
last year. In order to get it through, the gov- 
ernment would have to use the Parliament 
Act, its ultimate sanction, which would over- 
ride any Lords veto. 

Critics point out that fewer than one in 
20 of the defendants who may choose a jury 































trial do so, and of these most plead guilty be- 
fore the trial begins. A huge nutcracker is 
thus being deployed to crack a relatively 
small administrative problem. 

The bill is unlikely to cut the costs of 
criminal justice by much. The government 
claims that £120m ($180m) would be saved. 
But its opponents say that these figures are 
based on a ten-year-old study—-and that 
most of the supposed savings come from the 
dubious assumption that magistrates’ courts 
would impose shorter sentences. 

The bill’s critics argue that jury trials are 
more thorough than trials in magistrates’ 
courts, so fewer jury trials means less justice. ' 
There is a particularly sensitive racial issue, 
too. Research for the Commission for Racial 
Equality appears to show that black defen- 
dants would do particularly badly if their 
right to jury trials were restricted. Compared 
to white defendants, black defendants are 
more likely to be acquitted, or have charges 
against them dropped, in crown-court trials. 

The opposition may force the home 
secretary to retreat. Even some of Mr Straw’s 
cabinet colleagues appear to believe that the 
Mode of Trial bill is a mistake. The attorney- 
general, Lord Williams, has publicly ex- 
pressed his doubts about whether it makes~ 
sense to force through controversial piece- 
meal legislation at a time when the criminal- 
justice system is under review. 

Next month Lord Justice Auld is due to 
publish the results of his year-long inquiry 
into the workings of the criminal courts. He is 

expected to make far-reaching recommen- 
dations for reform. The key change sug- 
gested is the creation of a new court 
presided over by a district judge with 
two lay magistrates. Set between the 
magistrate and crown-court sys- 
tems, this would hear a range of 
middle-ranking offences carrying a 
jail sentence of up to two years. The 
new court would greatly reduce the 
number of jury trials in the crown 
courts. One academic estimate is that 
the reduction could be as many as 40,000 
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URIES are unreliable creatures. Some- 
times they put two fingers up to the law. 
| Last year, for instance, 28 Greenpeace 
campaigners were tried on charges of 
criminal damage. They admitted destroy- 
| ing six acres of genetically modified 
| maize. The jury found them not guilty. 
Sometimes they behave in barmy 
| ways. In 1993 Stephen Young was unani- 
| mously convicted by a jury at Hovecrown 
| court of two murders and jailed for life. It 
| later emerged that four of the jurors held a 
| 
| 
| 





séance with a ouija board to get in touch 
with one of the victims. Mr Young was re- 
tried, and reconvicted. 

Juries drawn from London’s East End 
have a reputation for taking a relaxed 
view of property crime. Snaresbrook 
crown court in Essex is generally thought 
to be the court of choice for criminals 
seeking an acquittal. Many police officers 
believe it a waste of time trying to get a 
conviction there for handling stolen 
goods. A new judge on his first day at 
Snaresbrook joked in court of hearing 
three very loud explosions. When he in- 
quired what was happening, an usher 
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The Snaresbrook effect 





told him, “There has been a conviction at 
Snaresbrook, your honour.” 

Snaresbrook suggests, however, that 
even the toughest such problems are solu- 
ble. In the early 1990s the catchment area 
for jury selection was extended. Snares- 
brook’s juries are no longer drawn exclu- 
sively from the East End; north-east Lon- | 
don is tapped as well. Thesedays,ithasan | 
acquittal rate of 36%, compared with a na- 
tional average of 43%. The figures may be 
dodgy, because defendants at Snares- 
brook are more likely than most to plead 
not guilty even when caught red-handed. 
But overall, its record is similar to that of 
other London courts. LeoCharles, the resi- 
dent judge, says that Snaresbrook is much 
like any other he has presided over. 

The facts, however, have not under- 
mined the Snaresbrook myth. The crimi- 
nal bar still chortles at Snaresbrook sto- 
ries. Some years ago, one of its juries had to 
be dismissed when, after three hours de- | 
liberating over a straightforward robbery | 
case, they sent the judge a note asking: “Is it 
a question of whether we have to decide 
the person is guilty or not guilty?” 











jury trials a year, three fiara aat 

times greater than the esti- Ton get 

mated impact of the Mode | courts in England and Wales 
of Trial Bill. be 





The Auld review will 
also contain a series of rec- 
ommendations aimed at 
strengthening the jury sys- 
tem. Research conducted 
for the review reveals that 
in London, six times as 
many potential jurors have 








man Rights Act. When ju- 
ries go off the rails, as they 
do occasionally, it is nor- 
-| mally impossible to find 

out what happened be- 
cause the 1981 Contempt of 
Court Act bans research 
into how they reached their 
| decision. The Runciman 
Commission in 1993 rec- 
ommended that this sec- 
tion should be repealed so 


at Crown 











to be summoned as are ac- 
tually needed by the courts. Two-thirds of 
those summoned for jury service do not turn 
up, some making their excuses, some not 
bothering. Since the courts do not have the 
resources to pursue them, those who ignore 
the jury summons suffer no penalty. Penny 
Darbyshire of Kingston University, who 
conducted the research, says that the system 
is badly in need of reform. The Auld review is 
expected to recommend that the power to 
summon juries should be reinforced by 
penalties. 

Lord Justice Auld will probably also try 
to improve the way juries work. In an earlier 
progress report, he indicated that the best 
way to help juries to produce reasoned deci- 
sions would be for them to answer struc- 
tured lists of questions drawn up by the 
court before the start of the trial. 

It seems likely that he will recommend 
that juries should give reasons for their ver- 
dicts in order to comply with the new Hu- 
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that proper debate could 
take place rather than “surmise and anec- 
dote”. The government, like its predecessor, 
appears unconvinced by this argument. But 
if it is determined to meddle with the jury 
system, it should do so on the basis of fact 
rather than fiction. 





Interest rates 


On hold 


FTER the surprising cut in American in- 
terest rates on January 3rd, Britons have 
been wondering how longit would be before 
the Bank of England followed suit. This week 
it kept the base rate unchanged at 6%, but a 
cut next month is now widely expected. 
An American slowdown or recession 
will affect the British economy and thus the 
outlook for interest rates through a number 








of channels. The most direct of these is trade. 
America is Britain’s largest overseas market, 
accounting for around 15% of exports and 4% 
of cpr. Exporters are likely to be hitboth by a 
fall in demand in America and by a loss in 
competitiveness as the pound strengthens 
against the dollar. There will also be second- 
round effects as activity weakens elsewhere 
in the world economy. 

A second channel is investment by 
American firms in Britain, which account for 
two-fifths of the total stock of inward invest- 
ment. General Motors’s decision last month 
tostop making cars at Vauxhall’s Luton plant 
is a worrying portent. Vauxhall has long 
been in American hands, but the economy 
could also be hit if fewer American firms 
now set up in Britain after helping to raise in- 
ward investment to record levels. 

The third channel is the financial mar- 
kets. British households are less exposed to 
equities than their American counterparts, 
but the City is likely to be less busy if Ameri- 
can markets slump. With financial services a 
key contributor to recent economic growth, 
this will hurt. There is also a wild card—the 
danger that a sharp reversal in America’s 
economic fortunes will lead to a financial 
failure that will spook the markets and bat- 
ter confidence. 

These downdraughts from America 
now seem sure to reduce growth in Britain 
this year, maybe by around half a percent- 
age point of cpr. This will allow the econ- 
omy to absorb the big planned increases in 
public spending with less inflationary risk. 
Furthermore, any lift to inflation from a fall- 
ing pound against the euro is likely to be 
more than offset by lower oil prices. 

The question for the Bank’s Monetary 
Policy Committee this week was therefore 
whether to cut now or wait a month. One 
reason for delaying is that January is a key 
month for setting private-sector wages, so 
the mec will have a better idea of pay pres- 
sure by early February. Some members of the 
committee have been worrying about the 
tightness of the labour market. As long as 
pay deals prove satisfactory, the Bank can be 
expected to cut rates next month. 
a a le Mia cca die ie a Ean ne as SU Ry | 


57 


























Over, before it’s begun 


AGEHOT deplores his own ungenerous nature. Yet he felt 

strangely uplifted this week when the first tomato of Britain’s 
general-election season landed on Tony Blair’s well-tailored suit. 
This column has nothing personal against the prime minister, but 
the tomato was a reminder that even the dullest of elections has 
the pleasing effect of forcing the political gods to descend from 
Olympus and take their chances among the mortals on the high 
street. Moreover, the flinging of it suggested that the campaign 
might unleash more passion than people have a right to expect 
from an election whose outcome (Mr Blair’s re-election and a first- 
ever full second term for a Labour government) is already being 
taken as much for granted as its unannounced date (May 3rd). Un- 
fortunately, it transpired that this 
particular tomato was flung in prot- 
est at Britain’s support for UN sanc- 
tions against Iraq, one of the many 
policies on which government and 
opposition nowadays see eye toeye. 
There is still every chance that the 
election will be as dull as expected. 

It is not in everybody’s interest 
toadmit this. Mr Blair does not want 
to admit it lest complacency about 
the result persuades Labour voters 
tostay home on polling day. News- 
papers do not want to admit it be- 
cause dull elections sell fewer pa- 
pers. Readers of British papers can 
accordingly expect much harking 
back in the coming months to the 
general election of 1970, when La- 
bour’s Harold Wilson looked like a 
shoo-in, but, to pretty universal sur- 
prise, victory went to the Tories. The 
Economist remembers this espe- 
cially ruefully. We proclaimed 
“Harold Wilson’s Britain” on our 
cover in the very week that Britain 
made Edward Heath its prime min- 
ister. Never prophesy, especially 
about the future, as the saying goes. 
All the same, 1970 is not much of a 
cautionary tale. Mr Wilson’s gov- 
ernment was climbing back from behind in the opinion polls, and 
his chancellor, Roy Jenkins, failed for all the worthiest reasons to 
deliver a sufficiently generous pre-election budget. Mr Blair, in 
contrast, is way ahead in the polls; and his chancellor has already 
indicated that the government’s extra billions for public services 
will still leave room for “targeted” tax cuts in March. 

The government accuses William Hague of seeking deliber- 
ately to stir up apathy, in order to encourage the low turnout Mr 
Blair fears. In fact a dull election is not in the Conservative leader’s 
interest either. Having abandoned hope of actual victory, Mr 
Hague will need to show the party faithful that he has at least 
fought a. good fight if he is see off potential challengers and keep 
his job for the election after next. If he does not go down fighting, 
he will probably go down for good. He has got off to a reasonable 
start. The poster campaign the Tories unveiled this week asks the 
right question: what improvement has the government got to 
show for all of its spending and speechifying on public services? 
But even a brilliant campaign would probably now come too late. 

Politicians and journalists exaggerate not only the excitement 





of elections. They also exaggerate the significance of the formal 
“campaigns” fought out immediately. before them. In fact most 
elections are won long before the campaigns begin. Indeed, with 
his colleague Roger Mortimore, Robert Worcester, chairman of the 
MORI polling firm, has argued (“Explaining Labour's Landslide”, 
Politico’s Publishing, 1999) that Labour “lost” the campaign of 1997. 
That is to say, the party shed potential votes throughout the cam- 
paign, mainly to the Liberal Democrats. But losing this battle did 
not matter, because Labour had already won the war that began 
soon after John Major’s unexpected victory in 1992. Once Britain's 
ejection from Europe’s exchange-rate mechanism on “Black 
Wednesday” had destroyed the Tories’ reputation for economic 
competence, Mr Major was unable 
to benefit from the subsequent 
economic recovery. Divided on Eu- 
rope and wallowing in accusations 
of sleaze, the Tories had been in 
power too long. Voters wanted 
them out, and Mr Blair’s reinven- 
tion of Labour as a party of the cen- 
tre made a change look safe. 

By the same token, itis foolish to 
complain this time round about the 
campaign being dull and the resulta 
foregone conclusion. It is. only con- 
vention that insists on looking upon 
periods of campaigning and gov- 
erning as separate things. Mr Blair 
and his government launched a dis- 
ciplined campaign for re-election 
almost immediately after the tri- 
umph of 1997. This “campaign” has 
had excitements aplenty, such as 
the ill-starred Dome and last year’s 
fuel-tax rebellion, but isnow almost 
over. Winning a second term has al- 
ways been this prime minister’s first 
priority. That is why he seems intent 
on going to the country so much 
sooner than he needs to. Some vot- 
ers will resent his seeking a second 
term before he has delivered the 
transformation promised for the 
first one. In every other way, his timing is good. 

This week, scarcely a day passed without Mr Blair reiterating 
that his was now the party of economic competence, having 
ended “Tory boom and bust” and thereby created the circum- 
stances in which itis safe to invest massively in public health, edu- 
cation and transport, with results that will shortly become visible. 
The polls suggest that he is believed. By banking this trust in a May 
election, Mr Blair can be reasonably sure that there is too little time 
for either half of his claim to be undermined by events. Mr Hague 
has meanwhile failed to set out a fresh vision of Conservatism and 
energise his party for the fight back. No leader would have found 
this easy. Danny Finkelstein, a senior party strategist who will fight 
the coming election as parliamentary candidate for Harrow West, 
admitted after the last defeat that, rightly or wrongly, voters had 
come to see the Tories as “arrogant, smug, sleazy, weak, incompe- 
tent and divided”. Mr Hague is half-way towards his goal. The To- 
ries are nowadays seen merely as weak, incompetent and divided. 
The coming election would be truly thrilling if four months were 
time enough for Mr Hague to finish his job. It is surely too little. 
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Wave goodbye to the 
family car 


DETROIT 


Motown is slamming on the brakes as a slowing American economy affects 
sales and the battle shifts to producing a wider variety of vehicles 


OOK around the car park; almost any car 
park. The once ubiquitous family car is 
becoming lost in a sea of other vehicles of all 
shapes and sizes. There are big and small 
four-wheel-drives and the like, collectively 
known as sport-utility vehicles (suvs); there 
are minivans—or “people carriers”; there are 
pick-up trucks; there are boxy urban-utility 
vehicles; there are micro city cars; and there 
are sports cars of every dimension. All the big 
car makers have been racing to produce such 
offerings, because demand for them has 
grown and their profit margins are more 
generous. At the North American Interna- 
tional Auto Show in Detroit this week, it was 
the new suvs, minivans and pick-ups that 
carried the car makers’ hopes for the future. 
This change in the car business took hold 
gradually throughout the 1990s, most 
strongly in America, the world’s biggest car 
market. Last year a record 17.4m cars and 
light trucks (a category which, in America, 
includes pick-ups, suvs and other car mu- 
tants) were sold. But from being a relatively 
small and specialised part of the market, the 
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variants have increased in popularity so 
much thatsales of light trucks in America are 
now almost as big as sales of cars (see chart 
on next page). 

Many of these different sorts of vehicle 
have been hugely profitable for manufac- 
turers, which have at times been unable to 
keep up with demand. Indeed, industry an- 
alysts reckon that whatever money General 
Motors (Gm), Ford and Chrysler made last 
year came mostly from their light trucks. 
This helped to subsidise overseas losses, and 
to cushion Chrysler’s enormous domestic 
losses. If Detroit’s “Big Three” had relied on 
cars, they would be in deep trouble: many 
traditional American family cars now sit 
around on car lots until big discounts tempt 
buyers. A similar story is beginning in much 
of Europe and the rest of the world. 

Yet despite the growing market for light 
trucks, GM, Ford and Chrysler all lost market 
share in 2000 to European, Japanese and 
South Korean producers. The overseas com- 
petitors are churning outa blistering array of 
suvs, minivans and pick-ups, not only for 


export to the United States, but also from 
their factories based there—which are often 
newer and more efficient than those run by 
the Detroit trio. 

And now the American economic slow- 
down, or even possible recession, is starting 
to bite. The car industry is always one of the 
first to suffer. Autopolis, an industry re- 
search firm, reckons that, thanks to the 
gloomier economic outlook, car and light- 
truck sales in America could decline by as 
much as 20% over the next three years—and 
the fall could be even worse. With more of- 
ferings in the light-truck sector, profit mar- 
gins seem sure to decline. Financial analysts 
have been swiftly downgrading their esti- 
mates of car makers’ future profits. 

The industry has not faced such a down- 
turn, with the inevitable rounds of plant clo- 
sures and lay-offs, since the early 1990s. An- 
alysts such as Jay Ferron at Pricewaterhouse- 
Coopers worry that some factories, once 
closed, may never reopen. The prospect 
seems gloomiest at Chrysler. DaimlerChrys- 
ler, the German group that now owns Amer- 
ica’s third-largest car maker, has sent a new 
team of executives led by Dieter Zetsche to 
try to restore Chrysler to health. It is in a pre- 
carious position: the company lost $500m in 
the third quarter, and its losses are expected 
to more than double in the fourth quarter. 
Many of the firm’s troubles are caused by 
mistakes in the light-truck sector. Mr Zetsche 
intends to unveil a turnaround plan in late 
February, but his team is already demanding 
that suppliers slash their prices. 


Make it flexible 


In previous economic downturns, the weak- 
est companies and factories have soon 
found themselves in trouble. During the oil 
crisis of the 1970s, Detroit was forced to 
“downsize” its models to compete with 
more fuel-efficient imports. As the Japanese 
producers set up car plants in America and 
Europe, the battleground shifted to building 
cars that were more reliable and had fewer 
defects; it then moved on to manufacturing 
vehicles on “lean” production lines. Fac- 
tories shaped up, packed up or were taken 
over. What counts now is the flexibility to 
make different sorts of vehicle, especially on 
the same production line. Many of the suv- 
type vehicles share parts with cars. 

What this means is that operations 
which rely mostly on making ordinary cars 
are now especially vulnerable. In England, 
for instance, Ford is closing its car factory at 
Dagenham, and Gm is ending production at 
Luton, plants that have specialised in build- 
ing mid-sized cars. GM’s own figures show 
that the market for such cars has shrunk by 
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Luxury monsters 


DETROIT 


ISSAN’S Alpha-r is no ordinary 

pick-up truck. It’s very big, and it 
looks as if it has been made from a solid 
block of steel. The impression is deliberate. 
Its designers say the vehicle is inspired by a 
power tool, which is appropriate enough, 
because Nissan is determined to drill into 
the only remaining segment of the Ameri- 
can car market still largely controlled by 
Detroit’s “Big Three”. 

Although Nissan’s pick-up is mostly a 
styling exercise for show at this week’s 
North American International Auto Show, 
in a couple of years something like it will 
start to roll off the production line at the 
Japanese company’s factory in Mississippi. 
By then, the competition will be formida- 
ble. Ford, for instance, will be fighting back 
with its Lincoln Blackwood, which bolts 
the front end of a large and luxurious 
sport-utility vehicle to the rear of an F-150 
pick-up. The cargo bed is wrapped in 
wood, lined with stainless steel and cov- 
ered by a power-operated tonneau. Lin- 
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A helluva trunk 


coln’s vehicle director, Al Kammerer, de- 
scribes it as “the world’s largest trunk”. 
Ford is hoping that the Blackwood will 
carve out a niche for large and luxurious 
vehicles that are neither car nor truck. 
Ford’s rival, General Motors, has similar 
ideas for its luxury division, Cadillac. Both 
Lincoln and Cadillac are desperately trying 
to find new ways torevive their image. Fifty 
years ago, the two marques were synony- 
mous with luxury, but they have lost most 
of their cachet. Few brands have fallen fur- 


ther than Cadillac, which has been over- 
taken not only by Lincoln, but also by Ger- 
many’s Mercedes and Toyota’s Lexus. 
Demand for Lincolns and Cadillacs 
comes almost exclusively from Americans. 
If it is to be more competitive at home, 
Cadillac’s general manager, Mike O’Mal- 
ley, believes that its products must be mar- 
ketable abroad. But this will not be easy, es- 
pecially if Lincoln and Cadillac continue to 
build big cars and even larger trucks, which 
are often too thirsty for other countries. 
Ford has hired Gerry McGovern, a for- 
mer BMW Stylist, to redesign its Lincolns, 
and it has rolled the division into its Pre- 
mier Automotive Group, which includes 
its high-profile European brands. To help 
Lincoln break further away from its past, 
its headquarters—and, soon, the rest of the 
Premier Automotive Group—will be 
moved from Detroit to southern Califor- 
nia, where foreign car firms dominate the 
market. The idea is that Californians will 
inspire Lincoln to do great things. Perhaps 
Cadillac should move there too. Ameri- 
cans would love to see a return of the ’59 
Cadillac Coupe De Ville with its enormous 
fins. In pink, of course. | 











20% across Europe in the past five years. In 
the United States, Gm is even phasing out its 
Oldsmobile division, famous as the builder 
of “cars your father used to drive”. 

That product varieties will continue to 
proliferate was clear at the Detroit show, 
where nearly 60 “concept” and production 
vehicles made their debut. In suvs alone, 
there will soon be 70 models on the market, 
according to AutoPacific, another industry 
consultancy. All-new products such as Nis- 
san’s monster pick-up (see box), GM Pon- 
tiac’s Vibe, Bmw’s Mini Cooper, and Chrys- 
ler’s Jeep Liberty, are slicing and dicing the 
market into ever smaller segments. In the 
1960s, GM could reckon on its bestselling car 
racking up sales of ım or more a year. Today, 
it would be lucky if its top-selling passenger 
car managed 300,000 units. 

This market fragmentation changes the 
industry’s economics. Because it is more ex- 
pensive to produce and market a number of 
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small-volume vehicles rather than one big 
seller, car manufacturers have to adopt a va- 
riety of cost-cutting strategies to survive. One 
approach is the so-called “platform” strat- 
egy, in which common components are 
shared wherever possible between different 
models. Hence, under their skins, the cars 
from three of Ford’s brands, the Jaguar s- 
Type, the Lincoln Ls and the new Ford Thun- 
derbird, have numerous parts in common. 
The key, stresses Ford’s chief executive, Jac 
Nasser, is to ensure that the parts that dif- 
ferentiate one vehicle from another in the 
buyer’s mind remain unique. 

As part of his turnaround plan, Chrys- 
ler’s Mr Zetsche will also import more flexi- 
ble manufacturing, so that numerous mod- 
els can roll down Chrysler’s assembly lines. 
A big advantage will be that when demand 
for one product slows, production of a more 
popular vehicle can be ramped up. Toyota is 
reckoned by the industry to be the master of 
flexibility (as it was of lean production). 

This is not to say that ordinary cars are 
going to disappear altogether. The challenge 
is to make them more interesting. To achieve 
that, some producers are going “retro”. A 
number of cars which borrow styles from 
decades ago appeared at the Detroit show. 
Ford’s new Thunderbird and even America’s 
car of the year, Chrysler’s pt Cruiser, have 
the look of a 1950s hot-rod about them. The 
PT Cruiser was one of the few bright spots for 
Chrysler, which some analysts think could 
eventually be replaced by Toyota as Amer- 
ica’s third-biggest car company. 
= 
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American airlines 


Too many here, 
too few there 


NEW YORK 


MERICA’S most successful disaster is its 
airline industry. Passengers face over- 
loaded planes, high fares, poor service, late 
arrivals and frequent air-traffic-control 
breakdowns—yet still they flock to fly, in 
ever-growing numbers. Together, however, 
the country’s ten biggest airlines have man- 
aged, despite swelling demand and rising 
prices, to lose money in the most recent fi- 
nancialquarter,a state they have flirted with 
on and off for most of their existence. People 
want to fly, and every year more of them can 
afford to do so, yet the process is becoming 
increasingly painful for all parties involved. 
Why, for heaven’s sake? 

The larger airlines point to excessive 
fragmentation—too many of them, and 
none that are as big as they need to be to run 
efficiently. Fuelled by this logic, they have 
embarked on a wave of consolidation, 
capped on January 10th by American Air- 
lines’ bid to buy Twa, a once-great name ` 
now in bankruptcy protection. American is 
also buying jets and landing slots from us 
Airways, a move that would allow that air- 
line to consummate its own merger with 
United, which was announced last year but 
has been stalled by regulators. 

Consumers mostly oppose such mega- 
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mergers. To them they hearken back to the 
massive consolidation of the Reagan era, 
when a few powerful carriers ended up op- 
erating as a near-cartel. Analysts, mean- 
while, blame America’s state-run airport 
and air-traffic-control systems, which have 
failed to keep up with the industry’s growth, 
complicating a messy picture. 

This is no theoretical debate: the Depart- 
ment of Justice must decide whether to al- 
low the American/twa deal, along with the 
United/us Airways merger. It is a tricky issue 
that may yet drag on for months. On the one 
hand, the financial problems of the industry 
argue for letting it have its way with a more 
relaxed antitrust policy: after all, the current 
arrangement is not working. A few strong 
carriers with broad national networks, say 
United, American and the third big carrier, 
Delta, may compete more effectively than 
the mix of regional or semi-national ones 
that exists at present. 

On the other hand, at many airports 
such consolidation means less competition, 
not more. A report by the General Account- 
ing Office in December found that the Un- 
ited/us Airways deal alone would reduce 
competition in 300 markets across the coun- 
try, in some cases reducing the number of 
airlines serving an airport to just one. 

Airlines have been notoriously anti- 
competitive in the past, sometimes engaging 
in brutal price wars to force out weaker com- 
petitors on individual routes, and then rais- 
ing fares. Regulators have learnt to look at 
these deals from regional and local perspec- 
tives, rather than from a purely national 
view, because that is where the abuses tend 
to show. The Justice Department has initi- 
ated a case against American for predatory 
pricing at its Dallas-Fort Worth hub. Now 
the department—even under a new, more 
business-friendly administration—will face 
strong pressure to block both merger deals 
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on anti-competitive grounds. 

Should it? The answer depends on how 
much America’s air travel has changed since 
the bad old days. From a broad perspective, 
the answer is, “a lot”. Thanks to technology, 
airfare pricing is now more transparent to 
the consumer, and easier to police. New In- 
ternet services allow passengers to compare 
hundreds of different combinations of route 
and carrier, something that was once the do- 
main of the travel agent alone (who may 
have been in the pocket of an airline). The 
hub system has demonstrated the power of 
networks, where bigger is better. And the in- 
troduction of new, smaller jets, such as the 
Embraer ERJ-145, allows more routes to be 
served economically. 

But all this is of little consolation if a 
mega-merger means that your local airport 
will now be served by a single giant. Sadly for 
the airlines, consumers so threatened tend to 
speak more loudly than those who stand to 
see broader gains, and they have powerful 
legislators on their side. The battles in Wash- 
ington over these deals have only just begun. 
a 





The wireless Internet 


A LAN line 


SAN FRANCISCO 


LMOST unnoticed, a new wireless data 
networking standard, unmemorably 
called 802.11b, has been gaining ground on 
more widely touted ways of gaining wireless 
access to the Internet. University students, 
company staff and computer geeks are 
increasingly using wireless LANs (local area 
networks) to log on while they are out and 
about. Companies such as MobileStar and 
Wayport are installing the necessary equip- 
ment in airports, hotel lobbies and sports 
stadiums. There is even a growing “free-net- 
work movement” of sorts, whose members 
provide free wireless Internet access in their 
neighbourhoods. 

On January 3rd, the technology got an- 
other boost when Microsoft and Starbucks 
announced that they are to join forces to of- 
fer wireless access, using 802.11b among 
other standards, in most of Starbucks’ coffee 
outlets over the next two years. The deal, 
some analysts say, is a further sign that 
802.11b could become a serious competitor to 
better-known wireless technologies such as 
Bluetooth, Homerr, or even next-generation 
cellular networks. 

Such a prediction would have sounded 
ludicrous only a couple of years ago. Wire- 
less LANs were then relatively slow, expen- 
sive and rare. But in November 1999, Amer- 
ica’s Institute of Electrical and Electronics 
Engineers (IEEE) ratified the 802.11b standard 
for wireless data connections of up to 1 
megabits per second—200 times faster than 
a fast pc modem. Once big manufacturers 





such as Cisco and Lucent started building 
hardware based on the new standard, prices 
for the gear began to tumble. 

Apple was the first to launch an 802.11b 
product line (called AirPort). All its comput- 
ers now include a built-in antenna which, in 
conjunction with a networking card, can ex- 
change data with a small base station 
plugged into a broadband Internet connec- 
tion up to 45 metres (150 feet) away. Although 
some pc laptops now come pre-equipped 
with wireless hardware, most users buy a 
credit card-sized piece of hardware that goes 
into a laptop’s card slot and doubles as an 
antenna. Including a base station, network- 
ing kits for pcs start at around $400. They 
were popular Christmas presents in Califor- 
nia last year. 

Wireless networking, even over such 
short ranges, is attractive for several reasons. 
Because a single base station can support 
several machines, all the machines in a 
house or small office can be connected with- 
out having to run cables everywhere, and 
they can be moved around easily. It did not 
take long for inventive individuals to begin 
using the technology, developed for indoor 
use, Outside. For instance, in parts of San 
Francisco’s Presidio, a former military base 
turned vast park, you can sit on a bench and 
surf wirelessly—thanks to Brewster Kahle, a 
high-tech entrepreneur and founder of 
SFLan, an experimental Internet service pro- 
vider. He and his friends have put up anten- 
nae on several buildings nearby. 

sFLan and similar efforts such as Con- 
sume.net (in London), Guerrilla.net (in Cam- 
bridge, Massachusetts), and Seattle Wireless 
are reminiscent of the open-source move- 
ment, whose members contribute to free 
software such as the operating system Linux. 
Mr Kahle hopes that his initiative will grow 
intoa citywide wireless LAN “from anarchis- 
tic co-operation” —meaning an army of vol- 
unteers putting up radio beacons on their 
rooftops. 

Such efforts reveal one big barrier for the 
technology, however: it is not yet clear how 
the economics will work. Free wireless LANs 
will sooner or later encounter free-rider pro- 
blems. Commercial providers will succeed 
only if users are willing to pay a fee. One pos- 
sibility is that firms which make their money 
elsewhere, such as airlines, will offer the ser- 
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vice as a free “extra” to attract customers. 
There could also be technical problems. 
The 802.11b standard uses the unregulated 
2.4 gigahertz radio band, which is already 
overloaded with cordless phones, micro- 
wave ovens and streetlights. Users need to be 


computer-savvy to configure their connec- 
tion. And security was not a priority when 
the standard was designed. Hackers have 
penetrated corporate networks by driving 
up to the parking lot, switching on a laptop, 
and logging on to the firm’s wireless LAN. 





South Korea 


Entrepreneurial fresh air 


SEOUL 


Financial and industrial turmoil is leading to a big shake-up in South Korea’s 


corporate culture 


HE past three years of financial crisis 

have dramatically altered the corporate 
landscape of South Korea. Dozens of old in- 
dustrial conglomerates (the chaebol) have 
collapsed under the weight of huge debts, 
and in their place has emerged a new breed 
of entrepreneurs. On one measure at least, 
South Korea can claim to be the most entre- 
preneurial country in the world. A study 
published in November 2000 by Global En- 
trepreneurship Monitor, a research venture 
organised by the London Business School 
and America’s Babson College, found that 
9% of Korean adults were employed by 
“new” firms (ie, firms that are less than three 
and a half years old), a figure far higher than 
in any of the other 20 countries covered by 
the study (see chart). 

Alarmed in recent years by the demise of 
the chaebol, and wary of the country’s trou- 
bled banks, Korean investors have begun to 
pour money into business start-ups and 
firms listed on the Kosdagq, the local version 
of America’s Nasdaq. The market’s steep 
slide after March 2000, when the bubble in 
technology shares burst, forced many local 
Internet-based companies to the brink of 
bankruptcy, and Oh Wan Jin of the Korea 
Venture Business Association says that 
about nine-tenths of these firms will even- 
tually have to fold. But fear of failure is no 
longer the deterrent to starting a new busi- 
ness in South Korea that it once was. That 
alone is a big step forward in a country in 
which failed businessmen have tradition- 
ally been looked down on. 

Meanwhile, dozens of successful young 
businessmen are bringing about funda- 
mental changes to South Korea’s corporate 
culture. For a start, they are focusing more on 
profit margins than on revenue growth, the 
traditional benchmark of a chaebol’s suc- 
cess. And they are making business more 
transparent, in a country where a handful of 
reigning tycoons have long kept outside 
scrutiny at bay. For instance, Byun Dae Gyu, 
the chief executive of Humax, a maker of 
digital set-top boxes for satellite broadcast- 
ing, holds monthly meetings with institu- 
tional investors to brief them about the com- 
pany’s management and finances. 
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Another striking differ- 
ence between old and new 
enterprises is in the way they 
treat their employees. The 
new entrepreneurs are trying 
to motivate workers in new 
ways. For example, Kim Hy- 
ung Soon, chief executive of 
Locus, a supplier of commu- 
nications and mobile In- 
ternet services, has intro- 
duced a performance-based 
pay scheme for the com- 
pany’s entire workforce. Lo- 
cus also offers its employees stock options, a 
radical change for Koreans, who are accus- 
tomed to age-based pay scales. 

The new ventures are beginning to make 
South Korea’s rigid labour market more flex- 
ible. Workers laid off by the chaebol have 
been forced to abandon hopes of lifetime 
employment, and now they are changing 
jobs more often. So much so that the big tra- 






.. traditional faces 


ditional employers are having to fight to re- 
tain them. Many more of these are now of- 
fering their employees stock options. There 
are now 105 companies listed on the Korea 
stock exchange (including Samsung, Doosan 
and Kolon) that offer employee stock op- 
tions. In 1997, there were only two. 

The new generation of entrepreneurs is 
also different in the way that it concentrates 
on core activities, in contrast to the tradi- 
tional giants that seemed to suffer from an 
undue yearning for totally unrelated busi- 
nesses. It is different too in the way that it is 
developing its own technology rather than, 
as in the past, depending on others’. Most of 
the new firms spend over 20% of their reve- 
nueson research and development. 

Several companies that have yet to list 
their shares have home-grown technology 
with the potential to become a global leader. 
SoftMagic, a provider of software for desktop 
publishing, is one example. In February, 
SoftMagic will launch Project M, a desktop 
publishing service that Kim Min Soo, the 
company’s founder and a graduate of Amer- 
ica’s MIT, expects will replace QuarkXPress 
as the industry standard, much as Quark it- 
self took over from the then market leader 
PageMaker a dozen years ago. 

For all their optimism, however, the new 
entrepreneurs face one big constraint that 
also affects older enterprises following their 
example: a severe shortage of professional 
managers. Senior managers in old enter- 
prises are used to working to orders from the 
top, and they lack the innovative ideas re- 
quired by the new culture. The problem is 
particularly acute for new enterprises that 
have been founded by engineers. After a few 
years, many of these engineers-turned-en- 
trepreneurs want to concentrate on research 
in order to develop new products. But they 
find it virtually impossible to 
recruit a manager who can 
leave them free to do that. 

Recruiting foreign man- 
agers can be a solution, but it 
is expensive. On top of 
which, foreigners do not al- 
ways share the same sense of 
mission that Korean entre- 
preneurs have—the deter- 
mination to turn South Korea 
into an industrial power- 
house capable of overtaking 
Japan. If they can develop the 
necessary managerial re- 
sources, that may not be just 
a pipe-dream. The Global 
Entrepreneurship Monitor study that found 
South Korea to be so entrepreneurial also 
found a close correlation between the level 
of entrepreneurial activity and general econ- 
omic growth. South Korea has 9% of its work- 
ers in young companies, but Japan has only 
0.5%. That points to some rapid catching-up 
tocome. 
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AMING achild is one of the mosttest- 
i ing things new parents do. So many 
| family sensitivities to consider; so much 
| need to pick something that will be memo- 
| rable but not mocked. Companies find it 
even more traumatic, partly because they 
| often hunt for a new name when 
| they are in the throes of a disturbing 
merger, or when an old name has 
become devalued. 
This week, for example, Glaxo 
| SmithKline unveiled a new cor- 
porate identity developed by Fu- 
tureBrand, a design company that 
clearly likes the intermediate upper 
case. It thus joins the illustrious 
world of PricewaterhouseCoopers 
and DaimlerChrysler as examples 
` of companies that merge but cannot 
quite decide which is the underdog and 
should be consigned to oblivion. Paul Bar- 
low, FutureBrand’s creative director, has 
come up with a new logo built around the 
initials Gsk, which is presumably what 
people will end up calling the company. 
But are initials a way to gloss over an 
awkward past? British Petroleum, gobbling 
up Amocoand Arco,managed to avoid be- 
coming BritishAmocoArco. Prudently, it 
decided that the “British” was a burden- 





howNottoNameAco 





some legacy from the imperial past, and 
settled for an austere pp. A brief flirtation 
with ads announcing “Beyond Petroleum” 
is over: some folk apparently thought that 
this was the company’s moniker. 

Aname that is widely recognised does 





not need much meaning. When a telecoms 
company asked John Williamson of Wolff 
Olins, a consultancy, what he thought of 
Microtel as a name for a wireless network, 
he thought it was terrible and suggested 
Orange instead. It turned out to be one of 
the branding triumphs of the past decade. 
Not many people know that Starbucks was 
the coffee-drinking first mate of “Moby 
Dick”, says Julie Cottineau, director of 
naming at Interbrand in New York, but the 
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i 
name is both distinctive and memorable. | 
Nowadays, companies seem keen on | 
ersatz classical. Britain’s Post Office hasjust | 
chosen Consignia, which sounds vaguely | 
mafioso. Alton Wright, Director of Verbal 
Branding & Naming (being a professional 
namer, he is keen on the ampersand) at | 
Landor Associates in San Francisco, touts 
Agilent, the name he developed for a spin- 
off of ur (as Hewlett-Packard was in 
prouder days). At least Agilent is 
pronounceable, as are other ersatz- 
classicals such as Vivendi, Aventis 
and Corus. Not so Diageo, product 
of the Guinness-Grand Met merger 
(‘we hate it when people say 
Diego,” complain the staff); Innogy, 
formerly Britain’s National Power; 
or Thales, once Thomson-csg, a 
French group now inscrutably 
named after a Greek scientist. 

These days, a new name has to 
be available as a domain name. It also has 
to squeak through trademark law, and to 
avoid an undesirable meaning in a foreign 
language (like Gm’s Nova, whose name 
meant “No go” in Spanish). And it has to 
pass muster with the corporate top brass, 
who are likely to be deeply conservative. 
How else to explain why Andersen Con- 
sulting should reject the vivid and memo- 
rable name of Mind Rocket and settle in- 
stead for the meaningless Accenture? 
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Enron in India 


Generation gaps 


DELHI 


Enron’s Maharashtra power project continues to spark controversy 


SYSE its conception nearly a decade ago, 
the Dabhol power project in the Indian 
state of Maharashtra has generated more 
problems than power. Dabhol and its main 
shareholder, Enron Corp, based in Texas, 
were accused of bribing Indian officials in 
order to get the project approved, and of tol- 
erating police brutality to get it built, charges 
Enron says were dismissed by the courts. 
This week its sole customer, the Maharashtra 
State Electricity Board (mses), came close to 
default on 11 billion rupees ($23m) of bills 
owed to Dabhol since last October. 
Catastrophe was averted on January 9th 
when the state came up with the money to 
meet the bill, but the crisis is not over. Dab- 
hol's power will become even more expen- 
sive when a second phase of the project goes 
into operation later this year. It is hard to say 
which is the bigger worry: the burdenon Ma- 
harashtra of a power plant that it cannot af- 
ford, or the damage that would be done to 
India’s reputation as a destination for for- 
eign investment were the state to default. 
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Enron’s investment in India was sup- 
posed to flatter both. India liberalised its 
economy in 1991 and Enron looked brave for 
pioneering foreign investment in the coun- 
try’s power sector. But the Dabhol project,on 
the Malabar coast, caused so much contro- 
versy that in subsequent elections it helped 
to defeat the state government that had ap- 
proved it. 

The World Bank refused to finance it, 
saying that Maharashtra could not absorb 
the additional power at the price which 
Dabhol would charge. Yet in 1996 the new, 
ostensibly anti-Dabhol government ap- 
proved a 740 megawatt plant costing $1.1 bil- 
lion that went into operation in May 1999 
(“Phase One”), and a second 1,440-megawatt 
plant costing $19 billion, which is 80% built 
(“Phase Two”). “India had no experience in 
negotiating,” says a top Indian government 
official dealing with electricity; “Enron was a 
savvy negotiator.” The process was secret, 
deepening suspicions. 

Phase One supplies champagne power 


to a customer whose budget does not even 
extend to beer. As India insisted, its fuel is 
naphtha, which unexpectedly doubled in 
price after the agreement was negotiated, 
driving up the variable component of Dab- 
hol’s tariff. mses is also obliged to pay a fixed 
“capacity charge” of 940m rupees a month— 
covering debt, fixed running costs, and the 
profits of Enron and other shareholders—- 
even if it takes no electricity from Dabhol. 
Even when the plant is operating at close to 
full capacity, its electricity is more expensive 
than that from other sources available tò 
MSEB, mostly old coal-fired and hydro-elec- 
tric plants. The state’s electricity regulator 
has ordered mses to favour cheaper sources 
of supply; the resulting dropin Dabhol’s out- 
put makes each unit ridiculously expensive. 

Naphtha prices have again receded, so 
variable costs should drop soon. But with the 
tripling of capacity, Dabhol will switch from 
naphtha to liquefied natural gas. This is a 
cheaper fuel, but it is bought under a 20-year 
contract. Dabhol’s fixed charge to mses will 
therefore soar. The worried state govern- 
ment has set up a committee to review the 
project. 

MsEB’S financial plight is not entirely 
Dabhol's fault. As in other states, Maharash- 
tra’s politicians oblige the electricity board to 
supply power at below cost to farmers and 
other favoured consumers. Moreover, MSEB 
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loses a third of the electricity it buys to theft 
and leakage. The combined annual losses of 
India’s state electricity boards are staggering. 
Doubts remain about the wisdom of the 
Dabhol project, if not the ethics of its pro- 
moters (which, Enron insists, met the highest 
standards). Maharashtra has a power short- 
age, which it now copes with by cutting off 
many of its customers for hours every day. 
But a plant designed to kick in at periods of 
peak demand rather than a base-load plant 
like Dabhol could have dealt with this. If 
MSEB cannot pay, it will not be the share- 
holders who suffer but the public in India 
and abroad: payments are guaranteed by In- 
dia’s state and central governments as well 
as by agencies in investors’ home countries. 
Now that mses has met its October bill, 


the tension has subsided—for a time. K. 
Wade Cline, Enron’s managing director in 
India, says the company will “see if there is 
room tonegotiate” as long as MsEB continues 
to meetits obligations. If it does not, there is a 
“big danger” that lenders will stop financing 
the second phase. There is talk that Enron 
may even sell its stake in Dabhol altogether. 

Reforms could help. A bill pending in 
parliament would encourage full-fledged 
trading of electricity, which would allow 
Dabhol to seek customers besides mses (and 
Enron to move into a business that it is keen 
to enter). It would also encourage mses and 
its bankrupt counterparts in other states fi- 
nally to meter and price electricity properly. 
If that happens, perhaps Dabhol will turn 
out to be more of a blessing than a curse. 





Power in California 


Light on solutions 


SAN FRANCISCO 


California’s politicians are not resolving the state’s energy crisis 


ALIFORNIANS have been enduring the 

latest in a string of power “emergencies” 
that have become so routine that they are 
announced alongside the weather forecast 
on the evening news. Southern California 
Edison and Pacific Gas & Electric, the state’s 
two giant power utilities, have been forced 
to buy power for far more than they are le- 
gally allowed to charge their retail customers 
in recent months, so they are bleeding red 
ink. At the latest count, they had outstanding 
debts of over $10 billion. With credit-rating 
agencies warning that the utilities are within 
days of bankruptcy, the state’s governor, 
Gray Davis, has been under intense pressure 
tocome up witha solution. 

Mr Davis delivered his “state of the state” 
speech on January 8th; it was 
mostly devoted to the power 
crisis. He went on a rampage 
against the power marketing 
firms, calling them out-of- 
state criminals, and he threat- 
ened to cut off the state from 
the regional electricity-trad- 
ing markets (ignoring the fact 
that California gets a quarter 
of its power from outside the 
state). He also branded de- 
regulation a “dangerous and 
colossal failure” that had pro- 
duced an “energy nightmare”, 
and raised the spectre of some 
sort of state control over 
power distribution and gen- 
eration assets. 

His speech did not, there- 
fore, do anything to improve 
the crisis. Creditors were 
cheered that the governor 
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said explicitly that he would not let the utili- 
ties go broke, but they noted that he refused 
to reveal how exactly that could be avoided. 
Standard & Poor’s, a rating agency, warned 
that “the governor’s message lacked con- 
structive solutions to the utilities’ financial 
crisis.” 

Undeterred, Mr Davis flew the next day 
to Washington to plead his case for some sort 
of a bail-out. At a special emergency summit 
called by Bill Richardson, the energy secre- 
tary, and Larry Summers, the treasury secre- 
tary, the governor's officials sat down with 
the utilities and the main suppliers of power 
to California in the hope of forging some sort 
of acompromise. No final deal was reached, 
but lower-level folk will continue discus- 





Before California’s lights go out 


sions, and the big-wigs will meet again at the 
weekend to try to finalise a pact. 

Any solution has to contain a number of 
elements. For a start, the utilities need to be 
given more time to pay the debts that they 
have accumulated. Some bridging arrange- 
ment, whether arranged asa loan from cred- 
itors or via the issue of a bond securitising 
anticipated revenues, will stave off the im- 
mediate liquidity crunch and postpone 
bankruptcy. Then suppliers will probably 
have to agree to provide power at fixed 
prices under long-term contracts, rather 
than entirely through spot markets on which 
prices fluctuate rapidly. 

Next comes the medium-term question 
of who will pay the utilities’ bills. It seems 
certain that Californian consumers will end 
up paying some of them, loth though the 
politicians may be to pass them on through 
further rate hikes. The beleaguered share- 
holders of the utilities can also expect to take 
a further beating. However, a federal bail- 
out looks unlikely; the present administra- 
tion has said it may be prepared to buy 
power at an “attractive fixed rate” from gen- 
erating companies to help stabilise the mar- 
ket, but the new administration owes Cali- 
fornia, which voted against Mr Bush, few 
favours. In any case, it believes that states 
should have more management of their own 
affairs. Phil Gramm, a powerful Republican 
senator from Texas, says he will “vigorously 
oppose” any efforts to “let California politi- 
cians off the hook”. 

That moves on to the third, longer-term 
component of any solution: fixing the mud- 
dled regulatory morass that passes for “de- 
regulation” in California. James Hoecker, 
chairman of the Federal Energy Regulatory 
Commission (FERC), put it bluntly: “As dis- 
appointing as it may seem to some, we can- 
not ‘price cap’ California out of a supply 
shortage...and generators should not expect 
future earnings that dramatically outdis- 
tance the industry’s historical 
performance.” He added that 
fixing things will require work 
“on several fronts over a per- 
iod of time—in California’s 
case, three to five years.” 

This is sensible, straight 
talk that California’s irre- 
sponsible politicians and reg- 
ulators would do well to heed. 
That is because, while Mr 
Hoecker proved no knight in 
shining armour for them, he 
was more sympathetic to 
some sort of federal role in 
solving California’s crisis than 
were other commissioners of 
the FERC. On January 1oth, 
however, Mr Hoecker re- 
signed. It is now crystal clear 
that only California can get 
California out of this mess. 
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The geek as boss 


Technology used to be something that CEOs left to a nerdy deputy. Now, like it or not, it is part of 
their job, which helps explain why Tom Glocer, a young American, is to be Reuters’ next boss 


NCE upon a time, chief executives were 
supposed to know it all—or to be wise 
enough to surround themselves with those who 
did. It was part of their mystique: total com- 
mand of the big picture combined with the abil- 
ity to delegate technical details. Yet today’s 
bosses find themselves spending their summers 
in technology boot camps, in which 20-some- 
things show them how to send instant mes- 
sages, steer search engines and download files. 
Jack Welch and his deputies at Gr, for in- 
stance, are practising “reverse mentoring”, invit- 
ing some nose-ringed youth tocome in regularly 
and teach the old guys a techy trick or two. And 
at e-business conferences, old-economy bosses 
have recently been spotted taking notes (and— 
lets be honest—occasionally sleeping) in the 
seats that their designated tech deputies used to 
have to themselves. 
Why do the giants of industry choose to humiliate themselves 
in this way, when they could pay people to surf and otherwise un- 
derstand technology for them? The short answer is that they have 





information officer as well. Technology strategy is now part and 
parcel of business strategy, and itis one of those things that, like in- 
ternational experience, cannot be mastered from a distance. 

There is, however, an alternative to teaching an old chief exec- 
utive new tricks: pick a new one who already knows them. Thatis, 
in effect, what Reuters has done by its selection of Tom Glocer, a 
41-year-old American, to replace Peter Job, who is retiring in July. 
Mr Glocer, an unpretentious insider who formerly ran Reuters’ 
American businesses, is no obvious nerd. He is a lawyer who 
joined Reuters seven years ago to work on mergers and acqui- 
sitions, and quickly moved up the ranks. Reuters is an odd com- 
bination of a financial-data provider, a 150-year-old news-wire 
service, and even a trading platform. But it is rarely thought of as a 
technology company. Yet, as Mr Glocer talks about the company, 
the inner geek in both of them is revealed. 

Technological competence comes in three types. There are 
those who studiously try to keep up because they think they 
should. There are those whose day-to-day jobs require that they 
know their tools. And there are those who are instinctively at- 
tracted to technology, whose knowl- 








nochoice: the chief executive is becoming more and more the chief 


best encapsulate the challenge for Reuters in 
2001”. The assignment no doubt made them all 
the more deeply fond of the previous year’s 
present of a simple crystal bowl. 


Shifts in self-perception 

The fact is that Reuters is more of a tech firm 
than it first appears. Aside from its own soft- 
ware and communications infrastructure, 
which is huge, it owns about half of Tibco, a 
leading e-business software firm, and it has 
nearly $5 billion in other technology invest- 
ments. It is starting to think of itself as a tech- 
nology firm, too. Mr Glocer describes its main 
advantage over such competitors as Bloom- 
berg, Dow Jones and Thomson Financial as be- 
ing not the strength of its news-gathering orga- 
nisation, nor the accuracy of its data, but the 
“open platform” nature of its technology infrastructure. 

This is not Mr Glocer’s invention—it was Mr Job who decided 
in the early 1990s to switch from selling services on custom-made 
Reuters terminals to selling them on generic rcs. At the time this 
was a daring bet that the efficiencies of acommon standard would 
more than compensate for the inability to charge a premium for 
hardware. Now the company is taking the whole notion one step 
further, embracing Internet technology both internally and for its 
client services. This is considerably harder to get right. During Mr 
Job’s tenure, Reuters was criticised for being slow to embrace the 
Internet. Mr Glocer, a creature of instant messaging and web inter- 
faces, cannot imagine pursuing any other path. 

Part of this is a matter of personality. But it is also no coin- 
cidence that Mr Glocer is young (and, to a lesser degree, an Ameri- 
can and a non-journalist, both firsts in Reuters’ history). He is 
among the first from the generation that came of age with the rc to 
take over a big multinational. Although many older executives 
have grasped the power of the Internet age, and steered their com- 
panies to exploit it, most of them speak geek as a second language, 
rather than as the native tongue of one who has learnt it when 
young. This is a subtle distinction, but it can be enough to turn the 
uncertainty that too often falls back on consultants and endless 
analysis into the natural confidence to move quickly forward. 

“It’s difficult to fake this stuff,” Mr Glocer says. “You have to use 
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verges on obsession. 





ing.” The point, he says, is not for the 
3500| chief executive to be a programmer, 
but for him to have tried enough tech- 









Mr Glocer is of the third type. 
While working for a New York law 





nology at first hand to separate hype 
from reality. The danger is that the boss 
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firm, he wrote simulation software that 
is still used to teach litigation tech- 
niques in law schools. He has to stop 
himself in mid-interview from veering 
off on a wild tangent about the com- 
plexities of the “Java sandbox”. (Don’t 
ask: but it has nothing to do with Indo- 
nesian beaches.) For Christmas he gave 
those who report directly to him porta- 
ble mp3 players—with instructions to 
fill them with downloaded songs “that 
(Pia EDS 
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might take this too far, losing sight of 
broader business goals in the whirl- 
wind of technological change. For all 
Mr Glocer’s technological affinity, 
Reuters retains both a chief informa- 
tion officer and a chief technology offi- 
cer to look after nerdy stuff. Tomor- 
row’s bosses need to be more tech-wise 
than today’s, but they also need re- 
minding that technophilia is yet an- 
other temptation to be kept in check. 
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REPUBLIC OF CAMEROON 
Peace - Work - Fatherland 
MINISTRY OF THE ECONOMY AND FINANCE 
MISSION FOR THE REHABILITATION OF PUBLIC AND 
PARASTATAL ENTERPRISES 
TECHNICAL COMMITTEE FOR PRIVATIZATION AND 
LIQUIDATIONS 
PRIVATIZATION OF THE CAMEROON 
DEVELOPMENT CORPORATION (CDC) 


NOTICE OF INTERNATIONAL 
INVITATION TO TENDER 


Within the framework of its program to privatise public and para-public 
enterprises, the Government of the Republic of Cameroon is launching 
an international call for tenders for the privatization of the Cameroon 
Development Corporation (CDC). 


he main objective behind the privatization of the CDC is to. allow for 
short term improvements in the performance of the company and to 
unleash the significant growth potential it harbours. 


he Cameroon Development Corporation (CD) is one of the oldest and 
the most important agro-industrial complex in Cameroon. Created’ in 
947, it has a share capital of 15,626 millions CFA fully owned by the 
state. 


The company holds some 100,000 hectares of land by concession, of 
which 42,000 have been developed basically for the farming of rubber, 
oil palm, banana and tea. The Government has adopted the strategy of 
privatization by individual sector that does not preclude bidding tor more 
han one sector. 





In conformity with the aid strategy, the privatization of the CDC does not 
involve the sale of land. 


The invitation to tender for the privatization of the CDC’s banana, palm 
oil and tea sectors will involve the sale of the majority of each sector for 
a strategic partner, which will then transfer 3-5% of the shares thus 
acquired to each sector's employees. The State will subsequently sell 
shares of each sector to Cameroonian individuals or corporate entities, 
and will retain a minority 10% interest in the privatised sector. 


This invitation to tender is intended for the attention not only of those 
candidates who participated in the pre-qualification phase but also for 
the attention of any potential investor who may wish to take part in the 
privatization procedure. 


An invitation to tender pack, containing an information memorandum 
and the rules and procedures governing the privatization, is available 
from October 2, 2000. The pack is provided free of charge to the 
candidates who took part in the pre-qualification phase and a fee if XAL 
500,000 (five hundred thousand CFA francs) or FRF 5,000 (five thousand 
French. franes) is charged to all other candidates. All candidates are 
required to sign a confidentiality agreement before obtaining the 
invitation to tender pack. 


The invitation to tender pack may be obtained from: 


Technical Committee for Provaization and Liquidations 
Mr. Aminou Bassoro 
SNI Building, 9th Floor, Yaounde, Cameroon 
Tel: (237) 23 97 50 Fax: (237) 23 51 08 


PricewaterhouseCoopers Afrique Francophone 
Mr. Hampo Ghazarossian 
Tour AIG, 34, place des Corelles 
92908 Paris la Defense Cedex, France 
Tel; (33) 1 47 78 68 00 Fax: (33)1 47 78 68 10 


in accordance with the stipulations set out in the invitation to tender 
pack, pre-qualification applications must be filed with the Technical 
Commission for Privatization and Liquidations (Yaounde) before Feb 5, 
2001; 4.00pm local time. The investors’ meeting will be held, in 
Cameroon,-on February 12, 2001 and tenders must be lodged with the 
Technical Commission for Privatization and Liquidations, before 4.00pm, 
local: time, on May 7, 2001. 
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ECONOMIC EVALUATION OF THE 
AGRICULTURAL TENANCIES ACT 1995 











MAFF and the National Assembly for Wales Agriculture 
Department are seeking expressions of interest from researchers to 
undertake a policy evaluation of the 1995 Agricultural Tenancies 
Act. In broad terms the evaluation will assess the extent to which 
the Act has succeeded in meeting its objectives, for both England 
and Wales, building on the preliminary evaluation undertaken by 
the University of Plymouth in 1997. It is anticipated that the 
evaluation will start in March 2001 with a Final Report required 
by December 2001. 





















For farther information, including outline terms of reference and 
an expression of interest form, please contact the address below, 
quoting reference HX1860 (EC): 
















MAFF, Economics (Resource Use) Division, 
Room 524, Whitehall Place (West Block), 
London, SWIA 2HH. 

E-mail: claire.lansdown@maff.gsi.gov.uk 
Fax: (+44) (0)20 7270 8558. 












Expressions of interest must be received in MAFF no later than 
Spm, Friday 26 January 2001. 
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Introducing a problem-solving, 
hands-on, in-class and in-the-field 
International Affairs Graduate Program 
unlike any that’s 

ever been offered before. 














Anywhere. 





For information about our MA and MS degree programs 
call 212-229-5630 or 800-862-5039. 
Or visit our website at www.nsu.newschooLedu 
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CREDIT LYONNAIS 


The curse continues 


PARIS 


Crédit Lyonnais’s banking licence in America could be suspended as 
punishment for breaches of the law there in the 1990s. Jean Peyrelevade, the 
bank’s chairman since 1993, has claimed he knew nothing about these until 
late 1998. Research by The Economist suggests that his claim is implausible 


IVEN the amount of bad news that has 

already emanated from Crédit Lyon- 
nais, the last thing it now needs is another 
scandal. Once France’s largest bank, it came 
close to collapse in the early 1990s after years 
of reckless lending, fraud and bad manage- 
ment. Successive bail-outs by the state have 
produced a bill to the French taxpayer esti- 
mated at FFri20 billion ($20 billion). In No- 
vember 1993, the government installed a 
new management led by Jean Peyrelevade 
to clean up the bank and restore its fortunes. 
A privatisation in July 1999 


indictments against Crédit Lyonnais and 
some former managers. 

Most worrying for Mr Peyrelevade, 
however, is a third investigation being con- 
ducted by the Federal Reserve. If it finds that 
the bank’s old management breached bank- 
ing rules deliberately, and that its new man- 
agers, including Mr Peyrelevade, learnt of the 
deception and continued with it, then Crédit 
Lyonnais could be stripped of its American 
banking licence. Such a penalty would dam- 
age its finances—its corporate-banking op- 


ted before his arrival, and that he knew 
nothing about them until the American in- 
vestigations began. If the Federal Reserve be- 
lieves this defence, it is less likely to suspend 
the bank’s licence, but could choose instead 
to admonish it, to levy a fine, or both. 

However, an investigation by The Econ- 
omist casts serious doubts on the credibility 
of Crédit Lyonnais’s defence. We have estab- 
lished that Mr Peyrelevade was sent a de- 
tailed briefing paper on the Executive Life 
case almost assoon as he arrived in 1993. This 
explained clearly how Crédit Lyonnais was 
using complicated structures to evade the 
laws governing its American activities. If he 
read it, Mr Peyrelevade would have known 
of the bank’s wrongdoings. As chairman and 
chief executive, he was responsible for re- 
porting them to the Federal Reserve and the 
Californian authorities. 


Executive briefing 

The importance of this briefing document 
cannot be understood without first knowing 
the details of the ill-fated Executive Life case. 
When this insurer went bust in - 





seemed to symbolise the bank’s 
return to respectability. 

Ever since his arrival, Mr Pey- 
relevade. has been dealing with 
the aftermath of Crédit Lyon- 
nais’s excesses. One long-run- 
ning headache is a deal the bank 
did in 1991 that was hailed at the 
time as a spectacular financial 
coup. It involved Executive Life, a 
Califomian insurance company 
that went bust when its large 
portfolio of junk bonds col- 
lapsed in value. Based on in- 
formation filed by Crédit Lyon- 
nais, the Federal Reserve, its 
banking supervisor in America, 
and California’s insurance regu- 
lator gave the deal regulatory 
clearance. In particular, the 
transaction seemed to comply 
with strict rules dictating the type 
of assets that banks could hold. 

Years later, however, it 
emerged that Crédit Lyonnais 
had filed false information with 
both regulators. Since early 1999, the Execu- 
tive Life deal has been under investigation in 
America. Crédit Lyonnais faces a lawsuit in 
California for breaching insurance law. The 
bank also faces a criminal investigation by 
the Department of Justice, which is trying to 
establish whether Crédit Lyonnais manag- 
ers committed fraud. The Economist under- 
stands that the department, which has de- 
clined to comment, is. preparing to issue 
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eration in America generates a significant 
portion of the bank’s profits—and ruin its al- 
ready tarnished reputation outside France. It 
would also be a big blow for the French gov- 
ernment, which owned all of Crédit Lyon- 
nais at the time of the Executive Life deal, 
and still owns 10%. 

With so much at stake, the bank’s de- 
fence has been simple. Mr Peyrelevade has 
argued that any wrongdoings were commit- 


1991, its $6 billion portfolio of » 
junk bonds was trading at 
around half of its face value. In 
late 1991 Altus Finance, a subsid- 
iary of Crédit Lyonnais that spe- 
cialised in high-risk and complex 
transactions, offered to buy the 
bonds, a deal that was completed 
in March 1992. 

However, Altus Finance 
faced a regulatory problem with 
part of the junk-bond portfolio. 
Some of the Executive Life bonds 
were in the process of becoming 
equity investments, as their issu- 
ers were restructuring their over- 
geared balance sheets and con- 
verting bonds into shares. Under ` 
American banking rules, which 
place strict limits on banks’ own- 
ership of non-banks, Crédit Ly- 
onnais had to dispose of this part 
of the portfolio. It was loth to do 
this because the bonds were a 
potential goldmine when the 
junk-bond market recovered. 
However, the bank was facing a big overall 
loss in 1992, mainly because of the collapse 
in value of its huge loan and share portfolios. 
If, during the 1992 financial year, it could off- 
load the equity-like bonds as the rules re- 
quired, it would book a profit of hundreds of 
millions of dollars and reduce its losses to a 
less embarrassing level. 

At this point, Francois Pinault enters the 
picture. In the space of a few years, this 
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controversial entrepreneur had 
risen from regional obscurity to 
become the owner of one of 
France’s leading retail empires— 
and also Crédit Lyonnais’s larg- 
est customer. From the mid- 
1980s, the bank backed his deals 
with a string of loans. By the end 
of 1992, Mr Pinault’s group was 
struggling to manage debts that 
had ballooned to around FFr21 
billion, most of it lent by Crédit 
Lyonnais. 

In November 1992, just 
weeks before the end of Crédit 
Lyonnais’s financial year, Jean- 
Yves Haberer, then the bank’s 
chairman, came up with an in- 
genious idea: Mr Pinault would 
buy the junk bonds from Altus 
Finance, and they would be 





oranda on the transaction, pre- 
pared ostensibly for the new 
boss of Altus, Claude-Eric Pa- 
quin. Mr Paquin had been at Al- 
tus since 1992, working with its 
previous boss, Jean-Francois 
Hénin, who was the main archi- 
tect of the Executive Life deal. 
The memoranda spelled out 
clearly the fronting scheme. For 
instance, one document stated: 
“Because of us regulatory re- 
quirements, neither Crédit Ly- 
onnais nor ourselves [Altus Fi- 
nance] can be the legal owner of 
this shareholding [in Executive 
Life]. As a result, the shares are 
held/will be held by Maar (25%), 
A. Mallart (17%), Fimalac (15%) 
and Omnium de Genève (10%). 
We have a commitment to buy 








transferred into Artémis, a vehi- 


Source: The Economist: : 





back the shares and the right to 





cle controlled by Mr Pinault in 
which Crédit Lyonnais would own a 24.5% 
stake. In a flurry of activity, this deal was 
concluded right on the year-end deadline. 

The problem was that Mr Pinault had no 
cash. To finance the transaction, he received 
a $2 billion line of credit and a FFr1.7 billion 
cash sum—from none other than Crédit Ly- 
onnais. This amounted to the entire pur- 
chase price. In another twist, the huge loan 
was secured largely on the junk bonds it 
would buy. In other words, Mr Pinault was 
taking on almost no risk. 

Once concluded, the Artémis deal 
looked a double winner. Crédit Lyonnais 
achieved the financial boost it wanted and 
overcame regulators’ concerns. Mr Pinault 
acquired an asset that subsequently pro- 
duced lots of much-needed cash. However, 
there was even more to the deal. 


Front men 


Artémis also agreed to buy the remnants of 
the Executive Life insurance company. This 
aspect of the deal was necessary because Al- 
tus Finance needed to unwind an elaborate 
scheme it had concocted in 1991. The Califor- 
nian authorities had insisted that whoever 
bought the junk bonds also had to find a 
partner capable of rescuing and operating 
the insurance company. However, there 
were two reasons why Altus Finance could 
not itself buy Executive Life. First, American 
laws then prohibited banks and their sub- 
sidiaries from owning insurance companies. 


~~ Second, Californian law barred state-owned 


entities (including Crédit Lyonnais) from 
any involvement in its insurance industry. 
So Altus designed a fraudulent scheme 
to conceal the fact that, in clear breach of the 
law, it would be the true owner of Executive 
Life (which later became known as Aurora). 
Altus assembled a consortium of European 
investors, all trusted clients of Crédit Lyon- 
nais. They agreed that they would really be 
acting on Altus’s behalf. In return for large 
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commissions and, in some cases, cash from 
Crédit Lyonnais to buy into Executive Life, 
these investors convinced the Californian 
authorities that they were genuine buyers, 
operating at arm’s length from Altus. Mean- 
while, Altus reassured American banking 
authorities that the deal was legitimate. 

The principal member of the consortium 
was MAAF, a large French mutual insurer 
that took a 23.6% stake in Executive Life. An- 
other member was Fimalac, a firm owned by 
Marc Ladreit de Lacharriére, a French busi- 
nessman who was then a director of Crédit 
Lyonnais. Their agreement to front for the 
bank was highly unusual: French banks rou- 
tinely front for their customers, but the other 
way round is almost unheard of. 

After regulatory scrutiny and several 
court challenges, the rescue package for Ex- 
ecutive Life was approved in August 1993. 
The following month the insurer was duly 
taken over. The consortium injected $100m 
of capital into Executive Life’s new holding 
company. So cavalier was Crédit Lyonnais 
that one of its own banking arms even paid 
$42m towards the deal. A further $33m came 
from SunAmerica, an American insurer that 
joined the deal but was not part of the front- 
ing arrangements. 

No sooner had the consortium bought 
Executive Life than Artémis, Mr Pinault’s 
company, which was by then the owner of 
the junk bonds, contacted Crédit Lyonnais. 
According to an internal bank document, 
Artémis requested fresh loans because, it 
said, it was now ready to buy Executive Life 
as agreed in December 1992. (By August 1995, 
Artémis had indeed acquired the 67% of the 
insurer that had been held by the consor- 
tium, with SunAmerica retaining the re- 
mainder.) The proposal for Artémis to buy 
Executive Life is also explicitly described in 
the briefing document received by Mr Peyre- 
levade’s office in December 1993. 

This document included detailed mem- 


nominate others to hold them.” 

What happened next showed for whom 
the documents had really been prepared. 
Almost immediately, the 17-page package 
was faxed to Mr Peyrelevade. A former man- 
ager says that Mr Peyrelevade had asked 
each of the bank’s units for a briefing on all 
matters of importance. 


Paper trail 


Less than a month into his new job, Mr Pey- 
relevade doubtless had an in-tray that was 
overflowing with evidence of past scandals, 
many of which had originated years earlier. 
But the ink was still wet on this one. And al- 
though the deal was hatched on the watch of 
Mr Haberer, his predecessor, the document 
makes clear that it would continue to unfold 
while Mr Peyrelevade was in charge. Mr Pey- 
relevade was no naif when it came to the 
world of banking. He had previously been 
boss of Banque Indosuez, an international 
French bank, and had worked at Crédit Ly- 
onnais earlier in his career. 

Crédit Lyonnais has refused to answer 
detailed questions about the document. 
However, it is possible to reconstruct part of 
what happened. First, the decision to fax the 
document conveyed a sense of urgency, but 
also ensured there was a record that the 
pages were both sent and received. 

The document was then read by one Do- 
minique Bazy. This senior manager had 
been a close colleague of Mr Peyrelevade at 
Union des Assurances de Paris, a state- 
owned insurance company where the two 
men worked immediately before they 
moved to Crédit Lyonnais in 1993. Mr Bazy 
was hand-picked to accompany his patron 
to the troubled bank. A former Crédit Lyon- 
nais manager says that their relationship 
was one of “high confidence, provided Mr 
Bazy always reported back”. Mr Bazy was, in 
effect, a joint number two at Crédit Lyon- 
nais. Among his responsibilities, he chaired 
the supervisory board of Altus Finance. 
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Mr Bazy ordered two copies of the docu- 
ment to be made. One was sent to Francois 
Gille, another joint number two, who had 
been closely involved in the deal to sell the 
junk-bond portfolio to Mr Pinault. The other 
copy was for Loic Deraison, who had overall 
charge of the bank’s corporate-finance rela- 
tionship with Mr Pinault. 

Messrs Bazy and Gille have declined to 
comment on whether they discussed the 
document’s contents with Mr 


The high-level silence within Crédit Ly- 
onnais concerning Executive Life might have 
meant that the affair stayed secret forever. 
Unfortunately for the bank—and for Mr 
Peyrelevade—in mid-1998 somebody whose 
identity remains a mystery approached law- 
yers acting for the California Insurance 
Commission. To back up a story of wrong- 
doing by Crédit Lyonnais, this person pro- 
duced copies of some of the fronting con- 
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proved by the French stock exchange on 
May 12th 1999. According to this official doc- 
ument, the blame for the Executive Life affair 
lay with former managers of Altus and the 
group. The document stated that only one 
current manager had become aware of the 
facts after the event, and that no other mis- 
creants were expected to be identified. 

The implication of the prospectus is that 
Crédit Lyonnais was content to offer a single 
scapegoat for its wrongdoings. 





Peyrelevade. There is no doubt, 
however, that after December 
10th 1993, Mr Bazy should have 
been fully aware that Altus Fi- 
nance was in breach of American 
law. It is hard to believe that he 
did not assiduously follow up 
this information, or that he 
would not have thought it suffi- 
ciently important to inform his 
boss. Mr Bazy left Crédit Lyon- 
nais in June 1995. He recently be- 
came head of corporate finance 
at uBs Warburg in Paris. 


Source material 


Logically, however, the assertion 
that Mr Bazy never informed his 
boss about Executive Life must 
be the basis of Mr Peyrelevade’s 
explanation for his bank’s failure 
to alert American authorities to 
serious breaches of regulations. 
Mr Peyrelevade refuses to say 
whether he was in his office on 
December 10th when the brief- 
ing document arrived, and 
claims that thereafter he had no knowledge 
of its contents until after December 1998. The 
Economist asked Crédit Lyonnais to ac- 
count for the various copies of the document 
and to confirm that all of these have been 
disclosed to American bank regulators. Nei- 
ther Crédit Lyonnais nor the Federal Reserve 
would comment. 

As well as its revelation of the fronting 
agreements, the document also included 
several pages of important financial in- 
formation and background commentary on 
Artémis. Despite claiming not to have read 
the document, Mr Peyrelevade took a close 
interest in Crédit Lyonnais’s relationship 
with Mr Pinault. In June 1994, for example, 
he invited Mr Pinault to join the bank’s 
board. That reciprocated his own role in the 
private company through which Mr Pinault 
controls his empire. 

After Mr Pinault left Crédit Lyonnais’s 
_ board, Patricia Barbizet, chief executive of 
Artémis, joined. Ms Barbizet had been prin- 
cipal negotiator for Mr Pinault in December 
1992 when Artémis agreed to buy Executive 
Life. When she left the Crédit Lyonnais board 
in 1999, her place was taken by the chairman 
of the supervisory board of Pinault Prin- 
temps Redoute, a large retail group con- 
trolled by Artémis. 
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Peyrelevade says nothing and prays 





tracts between Altus Finance and the 
consortium, notably the agreement with 
MAAF. This triggered the lawsuit in Califor- 
nia that has yet to come to court. 

Shortly before the lawsuit was an- 
nounced in February 1999, Crédit Lyonnais 
finally told American banking regulators 
that it had new information concerning the 
purchase of Executive Life. The timing could 
not have been worse for Mr Peyrelevade. 
After years of battling to turn the bank 
round, he had just won agreement from the 
government that it would be privatised in a 
stockmarket flotation. 

In order to avoid implicating the current 
management, Crédit Lyonnais had to pin 
nearly all of the blame for the Executive Life 
affair on senior managers who had left the 
bank in the intervening years. Among these 
were Mr Hénin, former boss of Altus Fi- 
nance, and Mr Gille. In an apparent spirit of 
co-operation with the American regulators, 
Crédit Lyonnais also set up an internal in- 
quiry to establish the full facts of the affair. 
Yet The Economist has established that sev- 
eral former senior managers with detailed 
knowledge of the affair were not inter- 
viewed by the bank. 

The results of this probe are described in 
Crédit Lyonnais’s flotation prospectus, ap- 


This individual was not named 
in the prospectus. However, a 
court case in Paris in October last 
year revealed him to be Denis 
Lion, a manager who had been 
temporarily demoted from his 
position in the bank’s internal 
audit department in May 1999. 
Mr Lion, who has declined to 
comment to The Economist, had 
filed a lawsuit against Crédit Ly- 
onnais alleging that the bank had 
harassed him and breached his 
human rights. 

It emerged in the court case 
that the American lawyers lead- 
ing the presentation of Crédit Ly- 
onnais’s defence to America’s 
banking regulators had first in- 
terviewed Mr Lion only on May 
10th 1999. A mere two days later, 
the 192-page prospectus was ap- 
proved by the stock exchange. 
This suggests that Mr Lion had 
been deliberately singled out as a 
scapegoat and given no time to 
defend himself. 

Mr Peyrelevade certainly took a close 
personal interest in Mr Lion’s fate. According 
to the bank’s French lawyers, the chairman 
himself wrote a letter in July 1999 explaining 
to Mr Lion why he had been demoted from 
his job. The only reason the bank advanced 
was that it was acting on the advice of the 
Federal Reserve. Mr Lion’s repeated requests 
to testify to the American authorities had 
been ignored by Crédit Lyonnais. 


Taking the blame 


Put these various strands together, and an 
unflattering picture of Crédit Lyonnais and 
its senior management emerges. The bank’s 
strategy of blaming one current employee 
for the Executive Life affair is scarcely credi- 
ble. It looks suspiciously like a cover-up for 
other senior managers who had many 
opportunities to learn about the deal. 

There is no way of knowing whether the 
Department of Justice and bank regulators 
in America will accept the assertion that Mr 
Peyrelevade had no knowledge of anything 
untoward in connection with Executive Life. 
But it is difficult to avoid the damning con- 
clusion that he did know, or should have 
known, the full details of the affair. Either 
way, his position looks untenable. 
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The extraordinary edginess of 
crowds 


NEW YORK 


Where the Achilles heels may be hidden in America’s financial system 


INCE the Federal Reserve cut interest 

rates by half a point on January 3rd, 
speculation has kept on swirling around the 
idea that its chairman, Alan Greenspan, has 
uncovered something truly nasty in the fi- 
nancial system. What could it be? 

With the American economy slowing, a 
cut or two in interest rates was admittedly 
expected by the spring. But two or three un- 
usual features of last week’s cut fired the 
imagination of New York’s conspiracy theo- 
rists. The cut took place after a conference 
call that was hastily convened among mem- 
bers of the Federal Reserve’s open-market 
committee, not at a scheduled meeting. The 
call came only two weeks after the previous 
regular meeting, on December 19th, when 
the Fed decided to leave rates unchanged 
and merely abandoned its “bias towards 
tightening”. The cut was larger than the usual 
quarter-point to which the Fed has accus- 
tomed financial markets. Perhaps most curi- 
ous of all, instead of waiting until the close of 
the trading day to make an announcement, 
the usual approach, the Fed spoke bang in 
the middle of it. 

Many on Wall Street have therefore con- 
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cluded that something panicked the usually 
unflappable chairman. Had he seen unpub- 
lished data suggesting that the American 
economy is in a far worse condition than 
seemed likely just two weeks earlier? A 
growing band of Wall Street’s economists 
think so. On January 8th Stephen Roach at 
Morgan Stanley Dean Witter became the 
first of Wall Street’s high priesthood of econ- 
omists to assert that the American economy 
is already in recession. Yet confirmation will 
notcome for several months. So far,evidence 
of recession is mostly anecdotal; the trends 
in most published economic data still sug- 
gest that the economy is heading for a softish 
landing. There is little new to suggest that Mr 
Greenspan could not have waited until the 
next scheduled meeting, on January 3ist, to 
cut rates ina less dramatic way. 

America’s stockmarkets continued to 
fall in the final days of 2000, the first year 
since 1990 that the blue-chip Dow Jones In- 
dustrial Average finished lower than it 
started, and the worst-ever year for the Nas- 
daq. The first trading day of this year was 
awful and, according to Liquidity Trim Tabs, 
a newsletter, it saw an unprecedented $13.1 


billion net outflow from equity mutual 
funds, suggesting perhaps that the great 
American investor, an individual of suppos- 
edly boundless stoicism, was at last losing 
faith in shares. Did Mr Greenspan cut rates 
to slow the outflows? Possibly, though in the 
past he has denied propping up stockmark- 
ets on the grounds that managing share 
prices is not the job of a central banker. 

This rule might be broken if further falls 
in share prices were to endanger the health 
of the financial system: Fed responsibility 
certainly lies there. For now, the direct expo- 
sure to the stockmarket of financial firms 
regulated by the Fed is limited. Not least, this 
is because capital-adequacy requirements 
force financial institutions to hold capital in 
reserve, to cover against possible losses on 
risky assets such as shares. There is some 
concern about those banks that have lent 
money to the bosses of Internet firms and 
the like, secured against their shares in those 
firms. Many of these shares are now worth- 
less. Yet the experience is unlikely to be life- 
threatening for the banks. 


Derivative delusions 


Far harder to quantify, and potentially more 
worrying, is the financial sector’s exposure to 
the equity markets (or other financial mar- 
kets) through the use of derivatives. On Jan- 
uary 5th rumours swept Wall Street that de- 
rivatives losses had brought Bank of 
America low, and that the interest-rate cut 
had been intended to keep this bank alive. 
Trading in Bank of America’s shares was 
temporarily suspended, and the bank, one 
of the country’s biggest, issued a statement 
crafted to reassure. Bank of America has a 
reputation for playing semantic games. Dur- 
ing the 1998 financial crisis it denied hedge- 
fund losses, and later justified this apparent 
economy with the truth on the grounds that 
the speculative vehicle with which it indeed 
lost lots was not, strictly speaking, a hedge 
fund. So this time round, the bank’s denials 
have not been taken at full face value. 

The derivatives markets are certainly 
showing signs of stress; and the market for 
credit derivatives, which has grown rapidly 
in the past couple of years, is exhibiting stress 
to an extreme degree. Which institutions are 
bearing the bulk of the risk in these contracts 
is not clear to the public, and it may not be 
clear even to the Fed. It is possible that banks 
have used financial engineering to take on 
risks that do not show on their balance 
sheets, which mostly look healthy. 

Credit quality has deteriorated rapidly 
in recent months, both for marketable debt 
and for bank loans. And it is expected to geta 
lot worse. Many banks, including Bank of 
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America, which bid aggressively for loans, 
have warned investors of big losses on bad 
loans. The market for high-yield (“junk”) 
corporate debt ground toa halt in December. 
Several well-known investment-grade com- 
panies, notably Xerox, have since seen their 
debt sink swiftly into the junk category, scar- 
ing investors who thought that “investment 
grade” meant “low risk”. The risk of Califor- 
nia’s electricity utilities going bankrupt has 
added to the market’s jitters. 

Seemingly the safest of all securitised 
corporate lending is the market for commer- 
cial paper. But even that market has suffered 
an attack of investor nerves. Here perhaps 
lies the likeliest explanation for Mr Green- 
span’s sudden rate cut. Charles Peabody, an 
analyst at Mitchell Securities, predicted on 
December 28th that rates would be cut dur- 
ing the first week of January. His reasoning 
was that nearly $600 billion of commercial 
paper would need to be refinanced during 
the first three weeks of January:a vast sum in 
such a short period. The rate cut may have 
been intended to help reduce the cost of this 
borrowing, and to ensure that less-healthy 
firms—already squeezed out of markets for 
longer-term corporate debt—were not shut 
out of short-term paper and, crucially, 
forced to turn to the banking sector. 


One of the differences between now and 
the recession of 1990-91 is, on the face of it, 
that banks are much less exposed to credit 
risk, thanks to the vast market in corporate 
debt. But on closer inspection, Mr Peabody 
argues, the situation may be less healthy. In 
the past three years, banks have been aggres- 
sive competitors to win mandates to manage 
firms’ cash and to advise them on corporate 
finance. One of the banks’ most alluring of- 
fers to companies that give them such busi- 
ness is to furnish them with back-up lines of 
credit. 

These credit lines attracted attention 
when Xerox drew down $3 billion from a 
group of banks even as its troubles mounted 
late last year. At the end of September, Amer- 
ican banks had a record amount of unused 
loan commitments: $4.3 trillion, compared 
with total loans of $3.8 trillion. The danger, 
Mr Peabody says, is that a process of adverse 
selection is under way. Financially healthy 
firms continue to borrow in the markets, 
while those shut out by the markets—in- 
cluding telecoms companies showing signs 
of stress—draw down loans promised by 
banks. These, then, become ever more ex- 
posed to the sickliest parts of the economy. 

Mr Greenspan is famously hard to inter- 
pret, and the motivation for his rate cut will 


no doubt remain unclear for now. What is 
evidentis that the cut reassured the financial 
markets a bit more than it scared them. Since 
the cut, according to Martin Fridson of Mer- 
rill Lynch, the corporate-bond market has 
reopened for better-quality borrowers, 
though it is not yet clear whether money is 
available for those who most need it. Yield 
spreads of junk bonds over Treasuries have 
narrowed a touch, though they remain wide. 

The rate cut may also have created an 
environment in which troubled firms can 
undertake the asset sales that are needed to 
strengthen their balance sheets. This week, 
Xerox revealed that it had secured a loan 
from GE Capital while negotiating the sale of 
a leasing business to it. On January 10th 
FleetBoston Financial announced the sale of 
anon-performing loan portfolio to Patriarch 
Partners, a private-equity firm, for $1 billion. 
That is a measure both of the severity of the 
problems that the banks face, and of the pos- 
sibility of salvation. All the same, the usually 
predictive Fed-funds futures market is 
pointing to another interest-rate cut of half a 
percentage point at the Fed meeting at the 
end of this month. Whatever danger scared 
Mr Greenspan, the markets think it is not 
past yet. 








A currency fix? 


NEW YORK 


T FIRST glance it makes no sense. 
Against a background of a faltering 
economy and stockmarket, there have 
been odd stirrings amonga shunned group 
of shares. Heavy industrial names such as 
John Deere, Caterpillar, Terex and Briggs & 
Stratton have all seen their shares rise by 
over 35% since October, even though a 
weakening business climate hardly sug- 
gests a flood of new orders for earth-mov- 
ing equipment, cranes and engines. Odder 
still are the sharp gains by shares in car- 
parts manufacturers such as Dana, Eaton 
and, perhaps most remarkable, Delphi, a 
former subsidiary of its largest customer, 
embattled General Motors. 

What these companies have in 
common is sensitivity to the dollar. 
They either export heavily, or they 
face tough competition from pro- 
ducts manufactured abroad. Their 
rising share prices began around the 
time of the presidential election, 
when the dollar also peaked against 
the euro. The extent of the bull mar- 
ket in these shares suggests that Wall 
Street thinks the dollar’s slide has 
some way to go. 

Politics has something to do 
with this. The Clinton administra- 





ing for a strong dollar. The incoming Re- 
publican administration may favour 
change. For his choice as treasury secretary, 
President-elect George Bush did not look 
to Wall Street, which likes its money strong, 
nor to academia, which frowns when the 
currency is debauched. Rather, Mr Bush 
picked Paul O’Neill of Alcoa (shares up by 
40% since late October), an aluminium 
producer that would benefit from a 
cheaper dollar. Another company that 
would benefit is Halliburton, an oil-ser- 
vices firm formerly chaired by the vice- 
president-elect, Dick Cheney. Some 70% of 
its revenues come from abroad. Andrew 





Card, the incoming White House chief-of- 
staff, negotiated with Japan on behalf of 
the car industry, which would prosper 
more if the yen, like the euro, were to rally. 
(Tokyo: are you listening?) 

Mr Bush proposes a broad-based tax 
cut, which, if passed, might engender a fur- 
ther boost in domestic consumption that 
could widen America’s trade deficit, raising 
more questions about the sustainability of 
astrong dollar. Further interest-rate cuts by 
the Federal Reserve in the face of a weak- 
ening economy could also remove props 
from under the dollar. The incoming presi- 
dent was pleased by the Fed’s action. 

A weaker dollar is not necessarily such 
abad idea, but it could complicate the Fed’s 
task of coping with a slowing economy. A 
widespread market perception that the 
administration wants a lower dollar 
could certainly be damaging. Amer- 
ica’s huge (and still growing) cur- 
rent-account deficit has been fi- 
nanced in large measure by foreign 
portfolio inflows. Any outflows of 
foreign capital, encouraged by the 
risk that the currency will be lower 
tomorrow than it is today, might 
lead to a fall in the dollar of such 
precipitousness that the Fed is con- 
strained in cutting interest rates— 
shades of the late 1970s. Even though 
Caterpillar and Deere might like a 
cheaper dollar, other parts of the 








tion had a most unDemocratic lik- 





In praise of earth-moving equipment 


economy may resentit. 
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Russian debt 


Promises, 
promises 


MOSCOW 


LUSTER, plead poverty, blur the issue 

and add a dash of brinkmanship. That, 
tojudge by the past few years, is Russia’s way 
of dealing with foreign creditors. And it usu- 
ally works. The present wrangle, over $48 bil- 
lion of mostly Soviet-era debt owed to west- 
ern governments, is now at the brink- 
manship stage. 

Most of the debt is owed to Germany, 
whose chancellor, Gerhard Schröder, spent 
Orthodox Christmas on January 7th with 
Russia’s president, Vladimir Putin, and ex- 
pressed concern about Russian intentions to 
repay. For reassurance, Mr Putin said Russia 
would pay all its debts. He then neatly 
blurred the promise by omitting to say ex- 
actly when. In a similar vein his prime min- 
ister, Mikhail Kasyanov, said that Russia 
would certainly pay back some of the debts, 
but did not say which ones. He noted, quite 
truthfully, that about $3 billion of repay- 
ments due this year are not provided for in 
the budget. 

That is because Russia had expected a 
rescheduling by now. Yet under the rules of 
the Paris Club of creditor countries, negotia- 
tions may start only after the debtor country 
has made a deal with the International 
Monetary Fund. That failed to happen last 
year, because the Fund was unconvinced by 
Russia’s reform efforts. Even if a new IMF 
mission this month makes progress, no new 
programme is likely before April. 

Even then, rescheduling may prove 
tricky. In the mid-1990s, Russia could more 
convincingly plead poverty. Now high oil 
prices have left the country awash with cash. 
The trade surplus last year was $60 billion, 
although nearly half of that seems to have 
left the country again as capital flight. 

There is room for manoeuvre over one 
bit of Russia’s bilateral debt to Germany: 
communist-era “transferable roubles” owed 
by the Soviet Union to the former East Ger- 
many, said to be worth $6 billion. Germany 
is waiting for details of a debt-equity swap 
that Russia proposed last month. A senior 
German official insists that such swaps can- 
not be arranged for Paris Club debts. As it is, 
Russia’s debt has been rescheduled once al- 
ready. To do it again would be justified only 
in the direst straits. 

There are other Russian wheezes. There 
are demands for a write-off, as well as for 
Russia’s debts to the West to be offset by no- 
tional loans made long ago to Soviet satellite 
states such as Vietnam, or by the energy 
debts accumulated more recently by nearby 
countries such as Ukraine. Although none of 
these schemes is likely to come to anything, 
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they all help to distract at- 
tention from the central 
point: Russia agreed to take 
on the Soviet Union’s liabil- 
ities in return for acquiring 
its assets. Besides, Russia 
now has plenty of money, if 
it only chooses to use it. 

The next few months 
will probably see a lot of 
posturing, followed by a 
fudge. The Paris Club this 
week senta cross letter, say- 
ing that Russia must pay, 
promptly and in full. Yet 
there are few sanctions, 
even in theory, in the case 
of government-to-govern- 
ment debt defaults. And in 
practice, western governments have always 
blinked first when Russia has threatened to 
commit financial suicide. This knowledge 
greatly strengthens the hand of wily Mr Ka- 
syanov, who has built his career on helping 
Russia dodge its debts. 

The immediate problem is posed by the 
payments due in the current quarter. Russia 
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It’s just shooting yourself in the foot, Boris 


says it will repay $10.3m (out of $3.2 billion in 
Paris-Club principal and interest due this 
year, see table on next page). If the Russian 
government wanted to pay more, it could 
certainly find the money. It has a budget sur- 
plus, after all. 

Private holders of Russian debt are 
watching with interest. Some hope that less 





On the drip 


BUENOS AIRES 


HE shops in Buenos Aires’s most chi- 

chi avenues are offering discounts, 
and have been doing so since well before 
Christmas. The deals offer an added pro- 
mise for even the least expensive items: 
that payments can be spread out or de- 
ferred over three, sixand even ten months. 
The International Monetary Fund is trying 


Se au sand 
A tanguero, in easy instalments 
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hard to rescue Argentina’s stagnating 
economy. But this boosting of liquidity at 
the street level could help retailers and 
consumers during tough times. 

Payment plans are not new in South 
America or anywhere else. But an offer of 
a $36 blouse, to be paid for in three instal- 
ments of $12? That’s a novelty. Even the 
most prestigious shops are offering ex- 
tended payments, on everything from 
hats to shoes. For an evening dress, pay- 
ments stretch to ten months, interest-free. 

Lowering the price thresholds for 
which instalment plans are available, and 
extending their length, may make sense in 
a recession. When incomes are lower, 
mid-priced goods begin to look dear. 
Consumers can justify buying one-sixth 
of a bottle of new perfume each month, 
but maybe not a whole bottle in one go. 
Getting rid of the stark choice—bottle or 
no bottle—helps retailers get more money 
for bottles or, rather, for more fractions of 
them. 

Yet these small but positive steps go 
only so far. In the countryside farmers, 
who have suffered 30 months of recession 
and whose drought appears only now to 
be ending, are not exactly lining up to buy 
perfume. And to satisfy the curiosity of 
those at the top of the income distribution: 
no, the luxury-car dealerships on Avenida 
del Libertador are offering no earth-shat- 
tering deals. 
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swered; question that ought to 
‘be of interest to taxpayers in 
both Russia and the West is 





what actually happened to the 
money that was lent to the So- 
viet Union and Russia? In all, it 
amounted to more than $150 bil- 
~ lion. In theory, it all went to pay 





for food imports and industrial 














modernisation, and to prop up 





money for foreign governments will mean 
more for them. Others find rescheduling an 
alarmingly ingrained habit. If Russia be- 
haves like this when it is solvent, how will it 
act ata time of true hardship? 


public finances. But there is 
amazingly little to show for the huge sums 
involved. “It was stolen,” says one experi- 
enced Moscow investment banker. “Stolen 
by the same people who have been stealing 
money ever since.” 
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Japan's economy 


The air goes out 


me TOKYO 





What little momentum the Japanese 
seems to be dissipating 





F THIS is recovery, spare us recession. All 
A. winter, the share prices of Japanese com- 
panies have been sliding, something that not 
even last week’s interest-rate cut in America 
could halt. After a further downward lurch 
this week, the Nikkei average of leading 
shares is now 29% lower than a year 
ago, and the yen has followed it down. 
On January 10th the yen fell through 
117 to the dollar, its lowest in a year- 
and-a-half. Bond yields are also fall- 
ing, in the expectation that deflation 
will persist well into the future. 

Bankruptcies also show an alarm- 
ing increase, which raises more con- 
cerns about Japan’s fragile banks. Ex- 
© ports are lower, household spending is 
weakening and businesses show signs 
of losing faith in their investment 
v plans. Only five months after the Bank 
© of Japan raised interest rates for the 
first time in ten years, high-street 
prices are falling faster than ever. After 
settling into the idea that its economy 
might be growing again, Japan is once 
more entertaining thoughts of reces- 
sion. 

That prospect seems scary, be- 
cause this time round there are few 
quick fixes to hand. As the govern- 
ment has piled on more debt, public 
opinion has hardened against spend- 
ing more on public works to bail out 
the economy. Even rural voters, the 
traditional beneficiaries of politicians’ 
largesse, are unimpressed: recent local 
elections have returned politicians 
> pledging to cut spending and to clean 
up public finances. Nor is a quick 
monetary fix available. The Bank of Ja 
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economic recovery had mustered now 


pan will not want to reverse last summer’s 
rate rise in a hurry, for fear that its remaining 
credibility will be shot. In any case, short- 
term rates are not far above zero. Bank offi- 
cials remain opposed to loosening monetary 
policy by printing money. 





The bigger, and unan 
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Recession invites a return to financial 
crisis at a moment when there is no guaran- 
tee of more public money to bail out the 
banks. The Liberal Democratic Party (LDP), 
which heads the coalition government, 
looks crippled and loses popularity by the 
day. Conceivably, party elders may fail to 
summon the courage to oversee another 
bail-out of their banking friends, who re- 
main unchastised for their excesses in the 
1980s and 1990s. In troubled industries such 
as property, construction and retailing, giant 
bankruptcies are just around the corner, 
with nasty consequences for the banks. 

America’s slowing economy, by itself, 
may not matter that much. Exports are 
equivalent to merely one-tenth of cpp, mak- 
ing Japan less vulnerable to shocks from 
abroad than are its Asian neighbours. What 
rattles the markets is how slumping exports 
might combine with weaknesses elsewhere 
in the economy to throw the lone engine of 
domestic growth, business investment, into 
reverse. That investment has been driven by 
corporate restructurings, which have sent 
profits sharply higher, making more money 
available for fresh investment. The virtuous 
circle promised, eventually, to tighten the 
jobs market, to boost wages and to restore 
some lustre to household spending. Now, 
however, new statistics foreshadow a sur- 
prising slowdown. Several factors may be at 
work. Job and wage cuts boost profits, but 
they also dampen consumption, as busi- 
nesses claw back a bigger share of 

national income. If firms 

reckon that household 
spending is not going to rise 
by much, they will not want 
_- toinvest. 

After the giant public- 
works budgets of the mid- and 
late 1990s, public spending continues 
to shrink, albeit slowly, pushing down 
construction-related spending. At this 
point in the cycle, the banks ought to 
be taking more risks. But Japan’s dis- 
tressed banks still seem to be applying 
a mild brake on business spending: ~ 
central-bank surveys suggest that 
most small businessmen find their 
bankers unusually tight-fisted. And 
Peter Morgan at usec in Tokyo argues 
that the stockmarket’s fall last year has 
cut off the only other way of financing 
new investments, especially among 
the high-tech, new-economy compa- 
nies that have led the business recov- 

ery so far. 

The undertow to all this is defla- 
tion. Cheaper prices tomorrow harm 
consumption. Companies’ profitabil- 
ity is thrown into question. And the 
real burden of debt rises everywhere. 
Last summer deflation seemed to be 
easing; wholesale prices had begun at 
last to rise. In the past few months, 
though, both wholesale and retail 
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prices have slid, at least for domestic sales. By 
the central bank’s reckoning, official figures 
understate deflation by up toone percentage 
point, which suggests that Japan is suffering 
a persistent consumer-price deflation of 


perhaps 12%. 

These price falls lead some economists, 
such as Jeffrey Young of Nikko Salomon 
Smith Bamey, to wonder whether the econ- 
omy really is any healthier, despite recent 
gains in real Gpp. In a heavily indebted econ- 
omy like Japan’s, the better gauge might be 
nominal cpr. Debts are always nominal, in 
the sense that companies must pay back 
what they borrow. And the ability of firms to 
service their loans rises only with nominal 
increases in profit, and hence in nominal 


_ Gpp. Only twice in the past nine quarters has 


Japan's nominal Gpr growth risen above 
zero (see chart). 

Itis not all dire. A falling yen should help 
a bit, though domestic industries such as 
construction, retailing and property will not 
benefit. If America’s interest-rate cut wards 
off recession, worries in Japan should ease. 
On the evidence so far, Mr Morgan judges 
that output in Japan will level off this year, 
rather than shrink. But the economy looks 
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more vulnerable than ever to a shock from 
America or from elsewhere in Asia; from a 
big, unexpected bankruptcy; or from itsown 
weakly capitalised banks. International 
rules allow the banks to count unrealised 
stockmarket gains as capital, but the gains 
are increasingly being undermined by fall- 
ing share prices. 
All of which makes the case for prompt 
action, especially to fight falling prices. The 
central bank has not shut its eyes entirely to 
the worsening news. In its monthly reports, 
for instance, it has dropped its insistence 
that the threat of deflation has receded. in © 
recent speeches, Masaru Hayami, the gover- > 
nor, has even said that weak demand is 
contributing to falling prices—an admission 
that sits oddly with his decision to raise rates 
last summer. Nor, though, does the Bank of 
Japan seem in a rush to act. The risks plead 
for something bold, for the bottom could still 
be an awfully long way down. 





AUTION seems the watchword 

among the institutional investors sur- 
veyed in our latest portfolio poll. The allo- 
cation of money between equities, bonds 
and cash has, on average, remained at the 
same levels as it did during the third quar- 
ter. While Lehman Brothers and Commerz 
International have increased their overall 
equity allocations, Daiwa has increased its 
bond allocation. But given the slowdown 
in the American economy, it is the reaction 
of our investors to American equity hold- 
ings that is worthy of note. 

While three of them, including Leh- 
man Brothers, take a dim view of the pros- 
pects for American shares, the other four 
have either marginally increased their 
allocations, or have maintained them at 
the same levels as in the previous quarter. 
Lehman Brothers seems to have decided 
that the prospect for German shares is bet- 
ter than it is for American ones. Its alloca- 
tion for American equities dropped by 





Our quarterly portfolio poll 


seven percentage points, to 45% of its equ- 
ity holdings, while its German share port- 
folio increased by six percentage points, to 
11%. Lehman's share allocation to America 
has dropped, even as its overall equity 
holdings have increased. 

Daiwa and Standard Life are the other 
two that have cut back on American equi- 
ties. But Credit Suisse continues to be a 
cheerleader for American shares. Follow- 
ing its ten percentage-point increase in the 
third quarter, the Swiss firm increased its 
exposure to American equities once again 
in the fourth quarter. Commerz Interna- 
tional appears to share Credit Suisse’s bull- 
ish outlook; its American equity holdings 
have increased by four percentage points, 
to 49%. Julius Baer is extremely bullish on 
American equities, with 60% of its equity 
funds parked there. But the average Ameri- 
can equity holdings among our institu- 
tional investors dropped by a percentage 
point in the fourth quarter. 


British equities seem to have become 
attractive—all our investors have increased 
their allocations. Credit Suisse, which in 
the third quarter cut its investment in Brit- 
ish shares, appears to have changed its 
mind. It has increased its allocation by four 
percentage points, taking the total to 9%. 
On the other hand, Japanese shares have 
been given the thumbs-down: all our in- 
vestors save Julius Baer (unchanged) and 
Credit Suisse (slightly up) have moved 
funds out of Japanese equities. 

It is a relatively similar story for Japa- 
nese bonds, where everybody apart from 
Commerz International has either 
dropped their yen-denominated bond 
holdings, or kept them unchanged. Robeco 
Group seems decidedly bearish, for it has 
sharply cut its allocation, from 24% to 15%. 
Lehman Brothers appears to have got the 
timing right, by raising its allocation of dol- 
lar-denominated bonds in the fourth 
quarter. Its increase was followed by the 
Fed interest-rate cut on January 3rd. Will 
Lehman’s bearish timing prove right for 
American shares, too? 
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Do guns mean crime? 


New research shoots holes in the idea that guns in the hands of private 


citizens will help to deter criminals 


HE second amendment of the Ameri- 
can constitution concerns the “right of 
the people to keep and bear Arms”, and the 


: | intent of that language is the subject of a 


perpetual debate, one that will be 
sharpened by the incoming administra- 
tion’s gun-leaning instincts. Economists 
are not usually in the business of making 
value judgments. But some recent research 
about the effects on crime of gun owner- 
~ ship ought to play a part in informing soci- 
ety’s decisions. 

i From a hypothetical perspective, gun 
ownership could promote crime by facili- 
tating violence; or it could deter it, by im- 
“ plicitly threatening retribution. Empiri- 
cally, the question has been hard to 
resolve. Economists seeking to map the 
relationship between American gun own- 
ership and crime face a formidable obsta- 
cle: data on gun ownership exists only at 
the national level. 

It is not for economists, however, to be 
put off by a paucity of data. Some academ- 
ics have spent years squirrelling around for 
proxies for gun ownership in given geo- 
graphical areas. Until recently, the most 
notorious of their studies used the passage 
of legislation that allowed private citizens 
tocarry concealed firearms as a proxy indi- 
cator of gun ownership. The findings* of 
John Lott of Yale University and David 
Mustard of the University of Georgia (both 
at the time at the University of Chicago) 
suggested that such laws, and the increases 
in gun ownership that presumably ac- 
companied them, diminished violent 
crime. 

While the National Rifle Association 
feasted upon these results, other academ- 
ics voiced scepticism about their statistical 
rigour. Just a year later, a papert using the 
same data and more advanced economet- 
ric methods showed that concealed- 


* “Crime, Deterrence, and Right-to-Carry Concealed 
Handguns.” By John Lott and David Mustard. Journal of 
Legal Studies, January 1997. 

t “Lives Saved or Lives Lost? The Effects of Concealed- 
Handgun Laws on Crime.” By Hashem Dezhbakhsh and 
Paul H, Rubin. American Economic Review, May 1998. 
** “More Guns, More Crime.” By Mark Duggan. Forth- 
coming in the Journal of Political Economy, 2001. 
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weapon legislation had made only a small 
contribution to falling murder rates, and 
may even have boosted robberies. This 
second paper was feasted upon less than 
the first. 

The search for a more reliable proxy 
continued, and has now led toa forthcom- 
ing paper** by Mark Duggan of the Uni- 
versity of Chicago. Mr Duggan obtained 
state- and county-level sales data from one 
of America’s largest gun magazines, betting 
that sales would be strongly correlated 
with gun ownership. This particular maga- 
zine concentrates on handguns, the type 
most commonly used in crime. Although 
Mr Duggan does notassume that subscrib- 
ers are likely to be criminals, he does point 
out that the majority of guns used in crimes 
are obtained through burglaries or second- 
hand sales. Still, even before considering 
the link to crime, how do you prove that a 
correlation exists with magazine sales, 
when gun ownership is itself such an un- 
known quantity? 


Burden of proof 


Mr Duggan attacked this problem from 
several directions. First, he showed that the 
counties with high gun-magazine sales 
had similar demographics to those associ- 
ated with the profile of typical gun-owners 
in national-level surveys. Next, he found a 
strong relationship between the level of 
magazine sales and the number of gun 
shows in states. To assume that gun shows 
and gun ownership are highly correlated is 
no great leap of logic. But then again, the 
logical link between gun ownership and 
the sales of gun magazines can hardly be 
called tenuous. Mr Duggan also used gov- 
ernment health statistics to demonstrate 
that states with higher magazine sales suf- 
fered higher rates of gun-related death. 
Armed with a high-powered proxy, 
Mr Duggan set his sights on crime. With 
data stretching from 1980 to 1998, he calcu- 
lated that a 10% increase in an average 
state’s rate of gun ownership, proxied by 
magazine sales, was associated with a 2% 





rise in its homicide rate. However, these 
concurrent changes could supporteither of 
two hypotheses: that crime rises when in- 
dividuals own more guns, or that individ- 
uals purchase more guns to defend them- 
selves against rising crime. To sort out this 
confusion, Mr Duggan checked the direc- 
tion of the relationship over time; increases 
in gun ownership led to increases in crime 
in the following year, but the reverse did 
not hold. The same pattern was found at 
the county level. 

Asa further check, Mr Duggan divided 
his pool into homicides that involved guns 
and those that did not. Changes in maga- | 
zine sales were not associated with 
changes in non-gun homicides—a reassur- 
ing point in favour of the proxy. Mr Dug- 
gan also examined other forms of crime. 
Perhaps most striking for those who be- 
lieve in the deterrent effect of gun-owner- 
ship, burglary (theft with forcible entry) 
and larceny (theft without forcible entry or 
threat of harm) rose significantly following 
growth in gun ownership, by roughly half 
as much as homicides. On the other hand, 
rates of robbery (theft with threat of harm), 
assault, rape and car theft remained largely 
unchanged, a finding which, at least for 
violent crimes, contradicts Messrs Lott's 
and Mustard’s paper. 

The author also took on the Lott-Mus- 
tard results explicitly. Mr Duggan reasoned 
that for guns to deter crime, the passage of 
concealed-weapons laws must either lead 
to more gun ownership or to more frequent 
carrying of previously owned weapons. 
But the passage of such legislation did not 
lead to significant changes in gun owner- 
ship. And those counties where gun own- 
ership was highest (where an increase in 
gun carrying could occur) did not see any 
significant changes in crime when their | 
states passed concealed-weapons laws. 

Perhaps those in favour of concealed- 
weapons laws will argue that it is merely 
the increased fear that your victim might 
be armed that would be enough to deter 
criminals; and that concealed-weapons 
laws might create such fears regardless of 
whether actual gun ownership, or gun car- 
rying, increased. Still, the central tenet of Mr 
Duggan’s findings stands: on balance, the 
evidence suggests that guns foster crime, 
not the other way around. 
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Who wants to be a genius? 


Psychologists are divided over whether genius is innate or acquired. Nobody 
has yet been smart enough to figure it out 


HOMAS EDISON gave his famous for- 

mula for genius as 1% inspiration and 
99% perspiration. Modern-day students of 
geniuses and prodigies, though, argue over 
the relative contributions of more tangible 
factors—of genetics, of physiology, of hours 
spent in training. Most believe that geniuses 
have special genes. Almost nobody takes the 
opposite stance: that prodigy performance, 
in any field, lies within the grasp of anyone 
whocares to try hard enough. 

Anders Ericsson, a psychologist at Flor- 
ida State University, falls into the minority 
camp. Given ten years of deliberate practice, 
Dr Ericsson says, anyone should be able to 
attain prodigy-level performance in his dis- 
cipline of choice. The intuitive objection to 
this idea is the “Mozart argument”, as it is 
called by Brian Butterworth, a neuroscientist 
at University College London who has stud- 
ied the psychological aspects of arithmetic 
for many years. This argument is that not ev- 
eryone can become a Mozart merely by dint 
of hard work. Dr Ericsson wonders why not. 
After all, he argues, did not Mozart become 
Mozart by dint of hard work? 

This may seem to be easily refuted by 
popular legends about geniuses such as Mo- 
zart, Paganini and Gauss, which report that 
they all showed exceptional skills in early 





I did! 
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childhood before receiving a shred of formal 
instruction. But Dr Ericsson points out that 
most of these stories are, indeed, legends. 
Rather than rely on such myths, he insists on 
studying those experts and prodigies who 
are living today. 


Practice makes perfect 


Dr Ericsson does not believe that the excep- 
tional abilities of such people are due to their 
innate talent. Rather, he explains their per- 
formance by pointing out that they have de- 
veloped powerful memories for storing in- 
formation about particular topics. Psycho- 
logists recognise (and brain-science con- 
firms) a distinction between short-term 
“working” memory and long-term memory. 
Dr Ericsson believes that prodigies get such 
impressive mileage out of their working 
memories by placing important pieces of in- 
formation into their long-term memories in 
a way that makes them accessible to work- 
ing-memory processes. According to Dr Er- 
icsson, this “long-term working memory” is 
the essential ingredient for expert perfor- 
mance in any field, from chess to typing to 
golf, and can be developed at will. 

Recently, some neuroscientists tried to 
observe long-term working memory in ac- 
tion. Nathalie Tzourio-Mazoyer at the Uni- 
versity of Caen, in France, and her col- 
leagues, measured the brain activity of a 
maths prodigy as he performed some feats 
of arithmetical acrobatics. Their subject, Ru- 
diger Gamm, can calculate the fifth root of a 
ten-digit numeral within seconds, and as 
quickly raise a two-digit number to its ninth 
power. When asked to divide one integer by 
another, he unhesitatingly recites the an- 
swer to 60 decimal places. Dr Tzourio-Ma- 
zoyer’s research, published in this month’s 
Nature Neuroscience, represents one of the 
first efforts to watch such a performance as it 
unfolds in the brain. 

Through the use of positron-emission 
tomography (PET), an imaging technique, Dr 
Tzourio-Mazoyer’s team found that Mr 
Gamm was using more of his brain than nor- 
mal controls, with whom they compared 
him, as he performed his mathematical 
tricks. Both Mr Gamm and the controls 


showed activity in 12 parts of the brain, but 
in five additional areas, Mr Gamm alone 
showed any activity. Three of these areas 
have previously been linked with the for- 
mation of episodic memories, which are a 
kind of long-term memory. 

Mr Gamm appeared to be using his 
long-term memory to store the working re- 
sults that he needed to complete his calcula- 
tions—for example, all the dividends and re- 
mainders of a division sum. His use of this 
extra memory space meant that he could cir- 
cumvent that perennial pitfall of mental 
arithmetic, losing one’s place. In other re- 
spects, Mr Gamm’s brain does not appear 
notably unusual. Nor does he perform with 
exceptional aptitude on tests of skills that lie 
outside his area of expertise, such as verbal 
recall. Moreover, Mr Gamm, who is now 26, 
was not born with this computing ability. He 
developed his skills, through four hours of 
practising memorisation daily, only after he 
had passed the ripe old age of 20. 

As both the per scan and his past experi- 
ence bear out,enhanced memory appears to 
be the key to Mr Gamm’s ability. So this 
study seems to provide some neurological 
evidence for Dr Ericsson’s idea that long- 
term working-memory function underpins 
prodigy-level performance. So far, so plausi- 
ble. But Dr Ericsson also maintains that such 
memory function, and the superlative per- 
formance that goes with it, can be attained 
by anyone—biology no bar—given enough 
practice and perseverance. 

This is a much more contentious point. 
Twenty years ago, Dr Ericsson tried to prove 
it by training some ordinary laboratory vol- 
unteers up to prodigy-level performance in 
a number-memory task. Average people 
tend to have a “digit-span” of seven—in 





Me, too! 
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other words they can recall a string of seven 
random digits after hearing it read out once. 
But after a year’s practice, two of his particu- 
larly dedicated subjects were able to increase 
their digit-spans to lengths of 80 and 100. 

Just as Dr Ericsson took people with no 
discernible talent and turned them into 
champions, so, ina fashion, did a Hungarian, 
Laszlo Polgar. When he began training his 
daughters, it was widely believed that 
women could not play serious tournament 
chess. But through a deliberate (and still con- 
tinuing) psychological experiment, Dr Pol- 
gar and his wife created a trio of world-class 
chess champions out of their own daughters, 
overturning this prejudice. 

By 1992, all three had reached the 
women’s top ten worldwide. The third, who 
presumably received the most refined train- 
ing regimen, became the youngest grand- 
master in the history of the game and is reck- 
oned by her peers to have a good chance of 
becoming world champion one day. With 
remarkable, if not hubristic, prescience, Dr 
Polgar had written a detailed book on the 
subject of child rearing, entitled “Bring Up 
Genius!” before beginning the coaching of 
his children. But would any child reared by 
such a parent have become a chess prodigy? 

Ellen Winner, a psychologist at Boston 
College who has been studying the relation- 
ship between exposure to the arts and sub- 
sequent academic achievement, believes 
not. She argues that only children with the 
“rage to master” a skill could make it through 
the gruelling years of training needed to 
achieve expert ability. The rage to master 
may be the point at which nature unequivo- 
cally makes its constraints felt. Even Dr Er- 
icsson concedes that there might be a genetic 
component separating the child willing to 
persevere with a rigorous schedule from the 
child who would rather play videogames. 

Put it another way: even if there are no 
born mathematicians or musicians, there 
may be “born achievers”. The particular area 
in which such people make their mark 
might be determined purely by the kind of 
environment or skill to which they were ex- 
posed and how hard they then applied 
themselves. But among many psychologists 
this all-purpose view of genius is not a pop- 
ular one. Dean Simonton of the University of 
California, San Diego, dubbed it the “drudge 
theory” of genius in a recent book review. 

Dr Simonton considers genius to have 
more of a genetic component. Yet this con- 
viction has not stopped him from writing a 
book of profiles of psychologists who were 
reckoned to be geniuses. The American Psy- 
chological Association will publish this 
book later this year, so that its members may 
learn from Dr Simonton’s observations on 
the great prodigies of psychology. And 
though Dr Ericsson is not on his list this year, 
in ten years from now he doubtless will 
be—if he wants it badly enough. 
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Genomics 


Ticket to ride 


O SUCCEED in the business of biotech- 

nology, you need to screw your courage 
to the sticking place. But researchers at Hy- 
brigenics, a small firm based in Paris, and 
their colleagues at the Pasteur Institute have 
put their science there too. In a paper pub- 
lished in this week’s Nature the team has 
shown that looking at how proteins stick to 
each other can map the interactions be- 
tween thousands of such molecules inside a 
cell, thereby providing useful 
insights into their functions. 

Now that the full genetic 
sequences of a variety of crea- 
tures are known, there is a de- 
sire among researchers to 
make sense of them soas toget 
a better grip on basic cell biol- 
ogy and thus, eventually, to 
create new drugs. Straight ge- 
nomics (the business of deter- 
mining DNA sequences) is 
thus giving way to functional 
genomics, which tries to de- 
termine how, where and 
when genes act—through the proteins that 
they encode—inside the body. 

Human cells contain an estimated 
40,000-50,000 genes, encoding perhaps as 
many as 1m proteins, most of whose func- 
tions are still unknown. What is known, 
however, is that the biochemical pathways 
these proteins control frequently require 
that the proteins link up with one another. 
Such pathways involve molecules being 
handed from one protein to another, in or- 
der to be tweaked a little at a time into some- 
thing that a cell can make use of—rather as a 
car is put together piece by piece on an as- 
sembly line. Proteins which like to stick to- 
gether are thus likely to belong to the same 
biochemical pathway. If protein “a” sticks to 
protein “B”, which sticks to protein “c”, 
which in turn sticks to protein “pb”, then the 
chances are that a molecule is being passed 
for processing from a tos toc toD. 

A small cottage industry of biotechnol- 
ogy firms has sprung up to investigate this, 
using a variety of methods. Hybrigenics re- 
lies on a combination of souped-up yeast 
and powerful computing techniques to get 
the job done. In demonstrating its approach, 
the company has chosen to work witha sim- 
pler organism than man, namely Helicobac- 
ter pylori, the bacterium that causes stom- 
ach ulcers. The full genome of Helicobacter 
is known, but the jobs of most of the proteins 
that it produces are ill-defined. To work out 
how these proteins interact with one an- 
other, Jean-Christophe Rain and his col- 
leagues used an established technique 
known as a “two hybrid” assay. 

First, they genetically engineered some 





A sticky problem 


yeast cells, known as “bait” cells, to produce 
one of more than 260 Helicobacter proteins. 
Then, they chopped the Helicobacter DNA 
into millions of bits and stuck these into an- 
other set of yeast cells to generate “prey” cells 
that produced unknown fragments of pro- 
tein. Finally, they mixed the two sets of cells 
together, leaving them to fuse to one another. 
Prey cells that stuck to bait cells turned blue 
through a complex biochemical process 
which was also engineered into them. This 
enabled the researchers to separate success- 
ful interactions from failed ones. 

Once extracted, the blue cells had their 
DNA sequenced in order to determine which 
protein the “prey” cells had 
been producing. The prey 
then became the bait for a 
subsequent round of testing. 
Using this approach, Dr Rain’s 
group has screened 5 billion 
interactions between bait and 
prey, and managed, using its 
computers, to piece together 
whole cascades of interacting 
proteins. 

According to Donny 
Strosberg, the head of Hybri- 
genics, the team has worked 
out about half of the protein 
interactions that happen in Helicobacter, 
but he is content to leave it at that in order to 
pursue bigger fish. The system could, for ex- 
ample, be used to explore the binding be- 
tween Helicobacter proteins and those in 
the stomach cells that it attacks, in order to 
find targets for new drugs to block ulcera- 
tion. And the company is already using the 
system to work out which proteins interact 
with one another in cancer cells, also with a 
pharmaceutical end in mind. 

As Dr Strosberg sees it, the business of 
turning genomic information into usable 
biochemical information is a bit like navi- 
gating the Paris metro. Straight genomics has 
revealed the names of the stations, but with- 
out showing how they connect with one an- 
other. That is what functional genomics can 
do. With both in hand, the business of un- 
derstanding what goes on inside cells may 
one day become an easier ride. 





Stellar origins 


A foreign streak 


SAN DIEGO 


F STARS carried passports, millions of 

those in the earth’s native galaxy, the 
Milky Way, would have reason to fear de- 
portation as illegal aliens. Even after residing 
there for 10 billion years it seems they still do 
not blend sufficiently well with their sur- 
roundings to pass for genuine locals, accord- 
ing to Rosemary Wyse, of Johns Hopkins 
University in Baltimore. In a presentation to 
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“Globalization is a savage process, but 
it is also a beneficial one, in which the 


winners far outnumber the losers.” ey 
o say Economist correspondents John ROBERTCGC. HACSTROM 
Micklethwait and Adrian Wooldridge in their ek 
latest book, A Future Perfect, the first comprehen- 
sive examination of globalization and how it will 
continue to change our lives. It answers questions 
such as: 
e Why did the first era of globalization 
collapse, and can it happen again? 
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societies? 
¢ Will globalization seal the triumph 

of junk culture? 
Gathering evidence from the shantytowns of Brazil 
to the boardroom of General Electric, Micklethwait 
and Wooldridge offer a guided tour of the global 
economy and a fascinating assessment of its 
potential impact. 
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Out of this world 


SAN DIEGO 


IN must be rampant among astrono- 

mers. Hubris, perhaps, of the sort that 
caused the Olympian gods to punish Tan- 
talus by making him forever hungry and 
thirsty but just out of reach of food and 
water. In similar vein, many of those who 
came to the winter meeting of the Ameri- 
can Astronomical Society brought results 
that were tantalising without actually sat- 
ing the appetite. 

One of the most tantalising of all was 
the non-announcement of the discovery 
of an earth-sized planet orbiting a star 
other than the sun. This was made by 
Laurance Doyle and Jon Jenkins of the set! 
Institute, an organisation dedicated to the 
search for extraterrestrial intelligence. 

Dr Doyle and Dr Jenkins study binary 
systems, particularly those in which two 
stars, as seen from earth, periodically ob- 





scure one another as they orbit their com- 
mon centre of gravity. The theory of plane- 
tary formation suggests that if a planet 
were to be in orbit around such a binary 
system it would be in the same orbital 
plane as the stars, and would thus pass reg- 
ularly in front of them. That would cause a 
minute attenuation of the starlight, which 
would—even if the planet were as small as 
the earth—be detectable through a mod- 
estly sized telescope. 

This dip in the “light curve” of the sys- 
tem could, however, take hundreds of mil- 
lions of forms, depending on the configu- 
ration of the two stars and the earth-sized 
planet concerned. Dr Doyle and Dr Jenkins 
compared six years’ worth of observations 
of a binary called cm Draconis with each 
of these theoretical possibilities, and found 
nine dips in the actual light curve that ap- 


peared to match a theoretical one. This was 
exciting—but not that exciting. 

However, each theoretical possibility 
also predicts a particular pattern of future 
dips, so that the chaff of apparent dips 
caused by observational noise can be win- 
nowed from the wheat of real planets by 
patient watching and waiting. Six candi- 
date blips have already fallen by the way- 
side; for two others the fatal date has not 
yet come. For the ninth, however, the pre- 
dicted dip in the light did occur. But, tanta- 
lisingly, it was not as deep as expected. 

So was it the first earth-sized extrasolar 
planet? Since he would have a chance of 
about one in four of being proved wrong 
eventually, Dr Doyle sagely claims nothing 
of the sort. Being tantalised is, after all, just 
an unpleasant state of mind; but jumping 
the gun is a scientific faux pas of the worst 
kind. In the not-too-distant future, as every 
Star Trek fan knows, things like that could 
get you sent to a particularly unpleasant 
earth-like planet: penal colony Tantalus v. 








the American Astronomical Society’s winter 
meeting in San Diego, Dr Wyse argues that 
the Milky Way has never been a peaceful 
congregation of stars. Even now it is known 
to be tearing apart, by the force of its gravity, 
a small galaxy in the constellation of Sag- 
ittarius. There must have been a similar but 
much more intense encounter with another 
small galaxy in the past. That resulted in the 
absorption of the galaxy in question, but this 
“last significant meal”, as Dr Wyse calls it, 
has not yet been fully digested. 

One reason to think that the Milky Way 
had such a meal several billion years ago is 
its structure. The main visible part of this 
structure is a disc. This disc appears, seen 
from the human vantage-point within it, as 
the band of stars across the sky that the an- 
cient Greeks thought of as milk spilled by 
Zeus’s wife, Hera. What cannot so easily be 
seen is that the disc is fluffed up. On both 
sides it is accompanied by what is called a 
“thick disc”, which consists of stars that have 
for some reason been accelerated 
upwards or downwards. 

These out-of-position stars in- 
dicate that something has deeply 
disturbed the way things were in the 
galaxy. And from the ages of the 
stars in the thick disc, and the fact 
that no new stars are being born 
there, astronomers conclude that 
this something must have hap- 
pened a long time—some 10 billion 
years—ago. 

To search for stars of foreign ori- 
gin—ie, leftovers from the supposed 
meal—Dr Wyse and her colleagues 
from Cambridge University in Eng- 
land and the Mount Stromlo and 
Siding Spring observatory of the 
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Australian National University have been 
observing partof the sky with an instrument 
called the 2dr, or 2°-field spectrograph. This 
machine can investigate an area of the heav- 
ens that is 2° across (as large as 20 full moons), 
analysing the precise spectral colours of up 
to 400 stars ata time. In the next few months, 
the team plans to use the 2dr to look closely 
at 10,000 stars. At the meeting it reported the 
results for 1,500 stars that it has already in- 
vestigated. These suggest that a population 
of stars that invaded the Milky Way when it 
was only a third of its present age can still be 
recognised. 

Chemistry and speed are the main give- 
aways, and both can be worked out using a 
spectrograph such as 2dr. A spectrograph 
measures how bright a star is at any given 
wavelength. The interaction between light 
and the atoms of individual elements in a 
star’s outer layers causes some wavelengths 
to be suppressed, and others to be amplified. 
A star’s spectrum thus contains thousands 





The truth is out there 


of peaks and valleys, which provide a good 
estimate of that star’s composition. And 
there is a bonus. If the signature of an ele- 
mentis found at a wavelength that is slightly 
to the blue side of what experiments ina lab- 
oratory show, this means the star is moving 
towards the earth, making the wavelength of 
the light it was emitting slightly shorter. If the 
shift is redward, the star is receding. 

The stars examined by Dr Wyse and her 
colleagues have a variety of velocities and 
chemical compositions. But the first data 
from the survey are encouraging, in that not 
all combinations occur. There seems to be a 
population of stars that are both poorer than 
average in elements other than the two light- 
est ones (hydrogen and helium) and moving 
at faster than average speeds. Since it is 
known that stars in small galaxies have 
fewer heavy elements than stars in big ones, 
it is plausible that these stellar oddballs are, 
indeed, stars that have dropped in from 
what was once a small neighbour of the 
Milky Way. 

If the forthcoming observations with 2dr 
confirm this, an exciting era of galactic ar- 
chaeology will begin. What was the disap- 
peared galaxy like? Can astronomers de- 
duce, from the chemical composition of the 
leftover stars, how big it was? Can they, by 
counting the proportion of heavier, shorter- 
lived stars among them, establish its age? 

Andstars in the thick disc may not be the 
only aliens. The globular star clusters that 
surround the Milky Way also seem to come 
in two age groups. The younger ones, tell- 
ingly, are closer to the disc. Could they, too, 
be not quite from here? The newcomers are 
welcome, surely, after 10 billion years. But 
first they have some explaining to do. 
= 
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Popular science doesn’t have to be fully proven to be 


worth reading, just scientific 


N SCIENCE publishing, as in other fields, 

not everything that is interesting is always 
true. Although many popular science books 
set out to explain new theories or discoveries 
tointerested laymen, a good many also serve 
a different purpose: to allow their authors to 
take speculative ideas for a walk. Whether or 
not these ideas turn out to be correct is not 
necessarily the point. For, in the process of 
considering a new theory, such books may 
encourage the reader to think about the 
world in a new way. 

Brian Greene’s book “The Elegant Uni- 
verse” (1999), a winner of the Aventis prize, is 
a masterly explanation of the theory of su- 
perstrings. Yet amid his discussion of 11-di- 
mensional space-time and the difficulties of 
uniting general relativity with quantum me- 
chanics, Mr Greene is refreshingly candid 
about the fact that superstring theory is still 
unproven, an admission that does nothing 
to diminish the reader’s enjoyment. Simi- 
larly, “Guns, Germs and Steel” (1997), by Ja- 
red Diamond, which won the Pulitzer prize 
for non-fiction, advances a speculative ex- 
planation for why Western Europe ended 
up colonising the rest of the world, rather 
than vice-versa. Although his book has been 
attacked for being politically correct, in the 
main it is both coherent and convincing. 

Another example is “The Fabric of Real- 
ity” (1997) by David Deutsch, an Oxford 
physicist, who argues that scientists have al- 
ready found the “theory of everything” but 
refuse to accept it because they do not like its 
counter-intuitive implications. His theory 
might not convince everyone, but Mr 
Deutsch’s explanations and thought experi- 
ments along the way are exemplary in their 
precision and clarity. 

All these books, in other words, tran- 





UBIQUITY: THE SCIENCE OF HISTORY 
OR WHY THE WORLD Is SIMPLER THAN 
WE THINK. By Mark Buchanan. 
Weidenfeld & Nicolson; 236 pages; £20. 


CREATION: LIFE AND How TO MAKE 
IT. By Steve Grand. Weidenfeld & Nic- 
olson; 230 pages; £18.99 . 
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scend the obvious ` 
drawback, for the 
reader, that they might be 
wrong. Two new books— "N 
“Ubiquity” by Mark Bu- 3 
chanan and “Creation” by Steve 
Grand—also examine interesting yet 
tentative ideas. Neither lacks for ambi- 
tion. The first purports to explain “the 
science of history”, while the second 
claims to reveal how to create life 
itself. 


Criticism and criticality 
“Ubiquity” is of the same ilk as all 
those books about chaos theory and 
complexity that were so popular in the 
late 1980s and early 1990s. It sets out to ex- 
plain a concept called “self-organised criti- 
cality”. Scientists studying such diverse phe- 
nomena as earthquakes, stockmarket 
crashes and forest fires have noticed, says Mr 
Buchanan, that their distributions all follow 
something called a power law. This means 
that, for example, there are lots of small 
earthquakes, but few big ones; in fact, if you 
consider earthquakes of a particular magni- 
tude, there are four times as many with half 
that magnitude, and a quarter as many with 
twice the magnitude. Once you know what 
to look for, this kind of scaling shows up all 
over the place in natural systems that are 
poised on the edge of change—in a critical 
state. Furthermore, such critical states seem 
to arise naturally in many complex sys- 
tems—hence the idea of “self-organised 
criticality”. 

So far, so good. But while Mr Buchanan 
explains all this well, he also makes a sweep- 
ing claim: that human society too is an ex- 
ample of self-organised criticality, and thatit 
is therefore possible to use science to explain 
the patterns of history. This is not merely a 
throwaway suggestion in the last chapter, 
however. The idea that self-organised criti- 
cality is the “science of history” is the spine of 
the entire book, which opens with a descrip- 
tion of the events that precipitated the first 
world war. Mr Buchanan then explains the 
underlying mathematical ideas before re- 
turning to his grand central theme, and 














examining the possibility that the 
M distributions of wars and revolu- 
tions might also obey a power law. 
It is stimulating stuff, but does 
“Ubiquity” convince? Alas, no. Much 
of the research described stems from 
analysis of computer models of col- 
lapsing sand-piles that was done 
by Per Bak, a physicist, and his 
colleagues in the late 1980s. What 
f is new is the idea that this re- 
search can be extended to human 
history, which Mr Buchanan does 
not succeed in supporting. Indeed, at 
times he does not seem entirely convinced 
himself, and his overuse of historical quota- 
tions may lead readers to conclude that he is 
using borrowed wisdom to buttress an argu- 
ment he knows to be flimsy. But perhaps the 
biggest problem is that even if earthquakes, 
stockmarkets and human societies obey the 
laws of the “science of history”, all that says 
about them is that their behaviour is unpre- 
dictable. And as Galileo would have pointed 
out, a theory that cannot be meaningfully 
tested or disproved is not much use. 
“Creation” is, if anything, an even more 
ambitious book. Steve Grand, a talented 
computer programmer who is best known 
for creating a game called “Creatures”, in 
which players nurture virtual pets on the 
screens of their computers, claims to be able 
toexplain the mystery of life, and hence how 
to create it artificially. His contention is that 
life consists of persistent patterns of in- 
formation, and that since these can be mim- 
icked inside a computer, the resulting pro- 
grams can be said to be alive. Provided you 
agree with his definition of “life”, then he 
has, indeed, discovered how to create it. 
But it is hard to avoid the conclusion that 
Mr Grand has simply moved the conceptual 
goal-posts. He spends the first half of the 
book justifying his redefinition of life in a 
lengthy narrative that combines personal 
memoir, Zen-like musings and scientific ex- 
planations. All of this sets the stage for the 
moment when he applies the Promethean 
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spark to his software to create “the closest 
thing there has been to a new form of life on 
this planet for four billion years.” The result, 
however, is anti-climactic. Certainly, the 
best part of the book is Mr Grand’s descrip- 
tion of the inner workings of his artificial-life 
software, and the way it mimics biological 
processes to give rise to all kinds of life-like 
behaviour. But life-like behaviour is not, to 
most people, the same as life. Mr Grand, like 
Mr Buchanan, undermines an otherwise in- 
triguing and provocative book by overstat- 
ing his case, from the title onwards. 

Many science books have fallen into this 
trap, particularly in the fields of artificial 
intelligence and consciousness. “How to 
Build a Mind” (2000), by Igor Aleksander, for 
example, notably fails to deliver, as does 
Daniel Dennett's “Consciousness Ex- 
plained” (1991). No doubt making such grand 
claims helps to sell more books and generate 
publicity. But the best science books are 
those that most clearly adhere to scientific 
principles themselves: they present a hy- 
pothesis, examine the data, and leave read- 
ers to conclude what they will. Handing 
down the verdict in the book’s title, and 
extrapolating beyond the limits of the 
evidence, is simply unscientific. 

= a 





The roots of prejudice 


Doctor's mask 


FRANTZ FANON: A LiFe. By David Macey. 
Granta; 656 pages; £25 


RANTZ FANON was born in Martinique 

and educated in France, where he be- 
came a psychiatrist. In 1953, he went to 
work in Algeria and soon sided with the 
nationalists engaged in armed resistance 
against the French. Through his psychiatric 
work, Fanon was one of the few people 
other than victims or perpetrators who 
knew the full extent of the French army’s 
use of torture against those fighting for an 
independent Algeria. 

Shortly before he died, Fanon wrote 
“Les Damnés de la Terre” (The Wretched of 
the Earth, 1961), the book he is best remem- 
bered for, although its very notoriety over- 
shadows his other work. A sort of non- 
Marxist bible of the oppressed, it was seized 
on by mid-century radicals in the third 
world as justifying violence not only for 
national independence but as a response to 
racism and poverty. The Fanon who is like- 
lier to interest today’s readers is the doctor 
who saw at first hand how humiliation and 
prejudice can affect people on both sides of 
the colour barrier and who struggled to un- 
derstand the pathology of ethnic hatred. 

Fanon never thought of himself as 
black until he arrived in France, where he 
found himself stereotyped midway be- 
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tween the tirailleurs sénégalais, who were 
trained to frighten civilian populations, 
and the fez-wearing black face that grinned 
at children from cocoa packets of Banania. 
The shock was a lasting one. As Fanon lay 
dying from leukaemia, he had a nightmare 
of being put through a washing-machine 
and “de-negrified”. Blackness, he wrote, 
does not exist as such. It is something one 
discovers in another’s gaze. 

David Macey’s life of Fanon provides, 
as background, an excellent guide to the 
history of French decolonisation and the 
intellectual debates of post-war France. The 
contrast between the abstract belief in li- 
berté, égalité, fraternité that was preached 
from Dunkirk to Fort-de-France and the re- 
ality of “otherness”, which Fanon experi- 
enced on arriving in France to study medi- 
cine, provides a haunting, if at times 
overdone, leitmotif that runs through the 
book, as it did through his life. 

Fanon’s first book, “Peau noire, 
masques blancs” (Black Skin, White Masks), 
which was published in 1952, is an angry 
young man’s book, that mingles personal 
experiences and psycho-social ideas. Fanon 
had little patience with the cult of négri- 
tude which Aimé Césaire, also from Marti- 
nique, and Léopold Senghor, who became 
president of Senegal, believed would tran- 
scend racial barriers and rehabilitate Afri- 
can culture. His interest in mankind was 
broader. With Francois Tosquelles, a Cata- 
lan-born psychiatrist, he experimented in 
social therapy. This, and his encounter with 
Algerian workers in Lyons who suffered 
from what he identified as the “North Afri- 
can syndrome”, a psychosomatic condition 
brought on by being cut off from one’s 
home environment, prepared him for his 
later work in Algeria. 

There, he worked in a hospital with 
white, Arab and Kabyle patients. This rein- 
forced his interest in the social dimension 
of some psychological ailments. Psycho- 
therapy, in his view, involved under- 
standing the patient’s way of seeing the 
world, however irrational it might seem. As 
the violence increased in Algeria, Fanon 
treated (mostly Arab) victims and (mostly 
French) perpetrators of torture who ap- 
pealed to him for help. He turned no one 
away and found that both needed care. 

Fanon died before Algeria became in- 
dependent in July 1962. Its soldiers and reli- 
gious thugs have since made nonsense of 
his hopeful theory that “purifying” vio- 
lence would spend itself once indepen- 
dence was achieved. He seems here to have 
forgotten a truer observation of his, taken 
directly from clinical experience: in face of 
violence and humiliation, victims will turn 
also on each other. It is for conclusions such 
as this, and for his other pioneering work in 
the psychology of ethnic prejudice, that Fa- 
non deserves to be read and remembered. 
a 





Mountaineering lore 


Rock faces 


How THE ENGLISH MADE THE ALPS. By Jim 
Ring. John Murray; 304 pages; £19.99 


AS it consummate gamesmanship or 

just economic swank that enabled 
the English to transform the perception of 
mountains as places of doom into spiritual 
playgrounds, with an ether “more of a tonic 
than the finest champagne”? 

Jim Ring’s narrative offers an entertain- 
ing but breathless canter through the for- 
midable list of poets and writers (among 
them Byron, Shelley, Ruskin, Stevenson and 
Conan Doyle) who popularised the Alps; 
through the emergence of professional 
middle-classes who worked for a living, 
had vacations to take and money to spend; 
and through the infrastructure that 
emerged to support their enthusiasms—the 
roads, hotels, telegraph post offices, restau- 
rants and, of course, the railways, many of 
which were often built by English 
engineers. 

And quite a tale it is. At the start of the 
19th century, the Grand Tour was still the 
privilege of a small number of aristocrats. 
By the end of it, Alpine package tours were 
being sold by the thousands by Thomas 
Cook and his competitors. At the start, the 
industrial revolution (and the resounding 
victory over Napoleon) had given the Eng- 
lish economic and political advantages that 
were not matched by other European na- 
tions until the middle of the century. By 
then, England was the first country in the 
world where the majority of the population 
would be living in cities (albeit riddled with 
tuberculosis, for which a winter visit to the 
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Alps in due course became de rigueur). 

Initially, mountain scenery was a cause 
of fear and dread, sublimity’s exhibit a for 
the Romantic mind. Eventually, it was a 
subject that “even a solid archdeacon with 
a firm belief in the British constitution, and 
Church and State, was compelled to ad- 
mire.” At the start, mountaineers had to 
justify their excursions on grounds of scien- 
tific observation and it took a century be- 
fore climbing was accepted as an opportu- 
nity for adventure and an end in itself. 

In an earlier history of the Alps, Arnold 
Lunn wrote that “men lifted up their eyes 
to the hills to rediscover the spiritual values 
which were clouded by the smoke and 
grime of the industrial revolution.” It would 
have been interesting if Mr Ring had 
delved rather deeper into the common cul- 
tural links uniting Alpinists with, say, the 
Pre-Raphaelite Brotherhood and the Arts 
and Crafts Movement. Equally, he merely 
skates over the enormous impact that Dar- 
win’s theories in “The Origin of Species” 
had on conventional worthies and in par- 
ticular on mountaineers who, as they 
scrambled up the rock-faces, grasped the 
evidence for those theories in their hands. 
That said, as with many enjoyable histori- 
cal overviews, detailed scholarship has not 
stood in the way of a good story. 
= 2: Aa S “= a 





Contemporary urbanism 


City life 


THE SEDUCTION OF PLACE: THE CITY IN THE 
TWENTY-First CENTURY. By Joseph Ryk- 
wert. Pantheon; 283 pages; $27.50. Weidenfeld 
& Nicolson; £20 


OSEPH RYKWERT entered his field when 
|| (eee modernist architecture was 

coming under fire for its alienating em- 
bodiment of outmoded social ideals. Think 
of the uN building in New York, the city of 
Brasilia, the unesco building in Paris, the 
blocks of housing “projects” throughout the 
world. These tall, uniform boxes are set 
back from the street, isolated by windswept 
plazas. They look inward to their own 
functions, presenting no “face” to the in- 
habitants of the city, no “place” for social 
interaction. For Mr Rykwert, who rejects the 
functionalist spirit of the Athens Charter of 
1933, a manifesto for much post-war build- 
ing, such facelessness destroys the human 
meaning of the city. Architectural form 
should not rigidly follow function, but 
ought to reflect the needs of the social body 
it represents. 

Like other forms of representation, ar- 
chitecture is the embodiment of the deci- 
sions that go into its making, not the result 
of impersonal forces, market or historical. 
Therefore, says Mr Rykwert, adapting Jo- 
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Soon just a memory 


seph de Maistre’s dictum that a nation has 
the government it deserves, our cities have 
the faces they deserve. 

In this book, Mr Rykwert, a noted ur- 
ban historian of anthropological bent, of- 
fers a flaneur’s approach to the city’s exte- 
rior surface rather than an urban history 
from the conceptual inside out. He does not 
drive, so his interaction with the city 
affords him a warts-and-all view with a 
sensual grasp of what it is to be a “place”. 

His story of urbanisation begins, not 
surprisingly, with the industrial revolution 
when populations shifted and increased, 
exacerbating problems of housing and 
crime. In the 19th century many planning 
programmes and utopias (Ebenezer How- 
ard’s garden city and Charles Fourier’s 
“phalansteries” among them) were pro- 
posed as remedies. These have left their 
mark on 2oth-century cities, as did Baron 
Hausmann’s boulevards in Paris, Eugéne 
Viollet-le-Duc’s and Owen Jones’s argu- 
ments for historical style, and Adolf Loos’s 
fateful turn-of-the-century call to abolish 
ornament which, in turn, inspired Le Cor- 
busier’s austere modern functionalism. The 
reader will recognise all these ideas in the 
surfaces of the cities that hosted them: New 
York, Paris, London, Vienna. 

Cities changed again after the second 
world war as populations grew, technology 
raced and prosperity spread. Like it or not, 
today’s cities are the muddled product, 
among other things, of speed, greed, out- 
moded social agendas and ill-suited post- 
modern aesthetics. Some bemoan the old 
city’s death, others welcome its replace- 
ment by the electronically driven “global 
village”. Mr Rykwert has his worries, to be 
sure, but he does not see ruin or anomie 
everywhere. He defends the city as a hu- 
man and social necessity. In Chandigarh, 
Canberra and New York he sees overall 


success; in New Delhi, Paris and Shanghai, 
large areas of failing. For Mr Rykwert, a 
man on foot in the age of speeding virtual- 
ity, good architecture may still show us a 
face where flaneurs can read the story of 
their urban setting in familiar metaphors. 

Eee n ail E 


Essays 


Solemn scribbles 


COMPLETE EssAYs: VOLUME I, 1920-1925; 
VOLUME 11, 1926-1930. By Aldous Huxley. 
Edited with commentary by Robert S. Baker 
and James Sexton. Ivan R. Dee; 512 pages for 
volume ı and 608 pages for volume 11; $29.95 
and £19.99 each 


HE decade that these volumes cover 

was productive for Aldous Huxley. He 
wrote poetry, travelled around the world 
and produced some of his best novels (in- 
cluding “Antic Hay” and “Point Counter 
Point”). He also turned out a huge quantity 
of journalism, criticism and travel writing— 
more than 200 articles in 1920 alone. These 
two volumes, the first of a projected five, 
bring much of that work back into print, 
some of it in book form for the first time. 

Huxley began as a workaday journalist, 
somewhat unconvinced of his own literary 
notes—“What occupation is pleasanter, 
what less exacting, than the absorption of 
curious literary information?” But he al- 
ready had the good journalist’s ability to 
pursue his own concerns through whatever 
miscellaneous subjects came to hand. In his 
praise of Ben Jonson, Chaucer and Christo- 
pher Wren, he advances a coherent aes- 
thetic that is at once classical, humane and 
disabused: “Many English poets have loved 
the earth for the sake of something—a 
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dream, a reality, call it which you will—that 
lies behind it. But there have been few 
...who have been in love with the earth for 
its own sake.” 

The sobriety that he prizes in art he de- 
fends both against Romanticism and mys- 
ticism and against the animal excitement of 
mass culture. Fiercely, he inveighs against 
the “rhythmic throbbing and wailing glis- 
sandos” of jazz, the vacuous “Good Time” 
that produces only “ennui, restlessness, 
spleen”. His eyewitness account of the con- 
fusions, follies and vices of the 1920s is the 
most valuable part of these essays, and re- 
mains relevant, of course, to our own 
distracted time. 

But these same themes, which are han- 
dled in a pointed, urbane and literary way 
in the first volume, become dangerously 
solemn in the second, as Huxley begins to 
take them (and himself) more seriously. His 
dual critique—of philosophical and reli- 
gious idealism on the one hand, and pop- 
ular inanity on the other—leads him in 
quite incompatible directions. At times he 
calls for a thoroughgoing scepticism, even 
relativism, attacking the Christianity of Pas- 
cal (unconvincingly) and Francis of Assisi 
(amusingly). But elsewhere, following his 
kinsman Matthew Arnold, he defends 
timeless standards of “goodness, beauty, 
wisdom and knowledge”, which he takes 
to be “everywhere and in all kinds of 
society broadly the same.” 

Finally Huxley identifies himself as a 
“life-worshipper”, though this is too Nietz- 
schean a label for what amounts to a rather 
tepid Epicureanism. His ideas are not much 
helped by his writing style, which grows 
more diffuse and irritable as time goes on. 
And his hectoring assault on popular cul- 
ture shades, at moments, into bigotry: espe- 
cially unfortunate is the passage on “the 
yammering amorousness and clotted sen- 
suality which have been the characteristi- 
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cally Jewish contributions to modern 
popular music.” 

But even with their flaws, there is much 
to enjoy in these volumes, especially the 
first; if they do not, in the end, permanently 
enhance Huxley’s stature, they are none- 
theless important as a document of his 
times, and of a window on to a stage in the 
evolution of his mind. 

a 





American fiction (1) 


Cauterise 


Mrs HOLLINGswortH’s MEN. By Padgett 
Powell. Houghton Mifflin; 144 pages; $20 


FTER growing increas- 

ingly unhinged over 
the course of two previous 
short stories, Padgett Pow- 
els Mrs Hollingsworth 
lavishly explores her off- 
| beat fantasies in his short, 
caustic novel, “Mrs. Hol- 
lingsworth’s Men”. At 50, 
with two dreary daughters she dubs the 
Tupperware sisters (“and square canisters 
at that”) and a husband blurred to near 
non-existence through familiarity, the dis- 
gusted heroine sits down at her kitchen ta- 
ble somewhere in the American South to 
write a grocery list. Yet rather than scribble 
“eggs”, Mrs. Hollingsworth conjures up a 
host of personages historical and imagined, 
including a serial-killer, Ted Bundy; Ken- 
nedy’s assassin, Lee Harvey Oswald; and a 
stern Confederate general named Nathan 
Bedford Forrest, whose presence in this 
herky-jerky tale confirms that even the 
new South can’t escape the civil war. 

Cut into tiny, abrupt chapters that can 
each function as a separate prose-poem, 
this odd, discombobulated little book is 
knit by a disaffected—nay, sarcastic—dis- 
position. The protagonist (and, one can as- 
sume, Mr Powell) is offended by all manner 
of contemporary cultural bugbears: the 
self-satisfied mellifluousness of National 
Public Radio, the smugness of the Volvo, 
and the pretension of academic claptrap 
(for example, the university course: “Theo- 
rising Diaspora, Adjudicating Hybridity”), 
not to mention frozen vegetables that never 
resemble the photo on the package, multi- 
culturalism, and “builder’s bottom”. 

Though her daughters think she’s losing 
her mind, Mrs Hollingsworth’s tirade of a 
“grocery list” is her way of locating true 
love and the lost, politically correct flotsam 
into which the men around her have de- 
generated. While he may have already 
capitulated to Union troops, she enlists the 
stalwart Confederate general of her imagi- 
nation to fight one more losing battle with 
the new Southern male, a pallid spawn 
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who can’t shoot, can’t hunt, can’t fight, and 
can’t play cards. “Confused and afraid of 
life, he would resort to honesty, a fool’s tool 
that would dig a grave more quickly than 
undiluted corruption.” 

Some of this spirited alienation is hilar- 
ious, likewise the jivin’ dialogues between 
step `n’ fetch it Negroes on a Mississippi 
courthouse lawn. “You talks funny, Eras- 
mus,” one observes. “Say ‘widdat’ and ‘sto’, 
and I bet you say ‘ho’...But even you is not 
gerng say, ‘Ise gwyne down to duh ribber.’” 
Mr Powell’s ear is as sharp as it is insolent. 

For many traditionalists, “experimen- 
tal” fiction is a red flag, and this novel will 
not be everyone’s cup of tea. The disjointed 
style sacrifices narrative momentum, and 
self-consciously fabricated characters 
never develop fullness of blood. Yet for ad- 
venturous readers willing to surf its choppy 
crests, “Mrs Hollingsworth’s Men” offers a 
bracing dip. Mr Powell has given satisfying 
expression to the nebulous popular appre- 
hension that everything has just really got 
sort of dumb. 





American fiction (2) 


Lacerate 


THE QUICK AND THE DEAD. By Joy Wil- 
liams. Knopf; 352 pages; $25. To be published 
in the UK in May by Harvill; £15.99 


OY WILLIAMS’S quirky 

fourth novel “The 

Quick and the Dead” 
follows a trio of 16-year- 
old misfits in a warped 
“Charlie’s Angels” set in 
the American south-west. 
Driven hazily to defend 
animal rights, the girls ac- 
complish little beyond diatribe: they rescue 
a putrefied ram and hurl stones at stuffed 
elephants. In what is structurally a road 
novel that ends up where it began, the des- 
ultory threesome stumbles upon both cru- 
elty to animals and unlikely romance. A 
mournful dog is strangled by an irate 
neighbour; a taxidermist falls in love with 
an 8-year-old direct-action firebrand de- 
termined that he atone for his sins. A ca- 
reen across the barely tamed Arizona prai- 
rie, this peculiar book aims less for a 
traditional storyline than a sequence of 
jangled (often hilarious) conversations, lu- 
dicrous circumstances, and absurdist tab- 
leaux. The consequent long-walk-to-no- 
where is both the book’s limitation and its 
charm. 

All three girls are motherless. Fiercely 
political Alice discovers that her erstwhile 
parents are her grandparents, who there- 
upon shrivel: “Deceit had kept them young 
whereas the truth had accelerated them 
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practically into decrepitude.” Both parents 
of the doleful Corvus drowned while driv- 
ing on a flooded interstate off-ramp. The 
mother of the more conventional Annabel 
(“one of those people who would say, ‘We'll 
get in touch soonest’ when they never 
wanted to see you again”) slammed her car 
drunkenly into a fish restaurant. Later, An- 
nabel’s father observes to his wife’s ghost, 
“You didn’t want to order what I ordered, 
darling.” The sharp-tongued wraith snaps 
back: “That’s because you always ordered 
badly and wanted me to experience your 
miserable mistake.” 

Against a roundly apocalyptic world 
view, the great pleasures of this book are 
line-by-line. Ms Williams can lacerate set- 
ting and character alike in a few slashes: “It 
was one of those rugged American places, a 
remote, sad-ass, but plucky downwind 
town whose citizens were flawed and 
brave.” Alice’s acerbity spits little wisdoms: 
putting lost teeth under a pillow for money 
is “a classic capitalistic consumer ploy, de- 
signed to wean you away at an early age 
from healthy horror and sensible dismay to 
greedy, deluded, sunny expectancy.” 

Whether or not the novel, like Alice, ex- 
pressly advocates animal rights, an animal 
motif crops up in every scene, as flesh-and- 
blood “critters” (usually dead) or insipid 
decoration on crockery. If Ms Williams 
does not intend to induce human horror at 
a pending bestial Armageddon, she at least 
invokes a future of earthly loneliness, 
where animals appear only as ceramic-hen 
butter dishes and endangered-species elas- 
toplasts. One caution: when flimsy narra- 
tive superstructure begins to sag, anarchic 
wackiness can grow wearing. While “The 
Quick and the Dead” is edgy from its first 
page, the trouble with starting at the edge is 
there is nowhere to go. Nevertheless, Ms 
Williams is original, energetic and viscously 
funny: Carl Hiaasen with a conscience. 





Sound, mind 
and body 


EETHOVEN once reportedly said, “I 

leave my music to heal the world.” Philip 
v of Spain was believed to have been cured 
of his melancholia by the singing of a bril- 
liant castrato, Farinelli; every night, for ten 
years, he sang the same four arias. But if mu- 
sic cures the soul, does it also heal the body? 
Can it ever be more than a cathartic force, or 
a soothing distraction? 

The relationship between music and the 
spiritual and emotional aspects of healing is 
widely shared. Performances at the Sacred 
Voices millennium music village in London 
last year ranged from chanted Sri Lankan 


THE ECONOMIST JANUARY 13TH 2001 





Buddhist blessings to sung Egyptian Sufi 
prayers to a Californian millennium hum 
led by a jazz singer, Bonnie Barnett. Some 
concentrated on the listener; others (mostly 
New Agers) on the spiritual benefits to the 
performer herself. But those currently inter- 
ested in sound and healing, whether monks 
or New-Age therapists, argue that there is 
something physical to it as well. And, 
increasingly, the medical establishment in 
America and Europe has become quite 
interested as well. 

The difficulty lies in defining what “it” is. 
One of the most promising areas to find an- 
swers is in the treatment of acute pain. The 
“Chalice of Repose” project in Missoula, 
Montana, offers live music to those in the last 
stages of terminal illness, often cancer. Doc- 
tors at St Patrick’s Hospital, involved with the 
project since 1992, were sceptical at first. 
However, they then watched patients on 
very high levels of painkillers needing sig- 
nificantly lower doses after a visit by the 
Chalice team, which usually included harp- 
ists and singers. Some even stopped needing 
painkillers altogether. The number of doc- 
tors making referrals to the project quickly 
rose from one to 89. The general consensus: 
“We don’t understand it, but it works.” 

Music’s anxiety-reducing qualities have 
long been recognised outside the medical 
profession. In the 1920s, MUZAK introduced 
music into lifts in skyscrapers to help calm 
passengers. Today, a wide range of clinics 
and researchers report lower blood pressure, 
reduced pulse rates, easier breathing, and 
less need for pain medication and anaesthe- 
sia after patients receive certain forms of 
music therapy. One centre in Atlanta uses a 
hospital-wide music system to increase 
calm among patients and reduce the need 
for general anaesthetics. Paul Robertson, 
who leads the Medici Quartet, reports grow- 
ing demand from doctors and businessmen 
for his lectures on music and the mind. 


BOOKS AND ARTS 


The explanations for music’s effects vary 
widely and wildly. But what many projects 
have incommonis the music they use—Gre- 
gorian chant and Mozart. The Chalice work- 
ers in Missoula use Gregorian chant partly 
because it is unmetered and so can be care- 
fully matched to the dying patient’s breath- 
ing. The controversial Paris-based Tomatis 
method, which plays music through a spe- 
cial listening device to combat syndromes 
ranging from autism to vertigo (and was 
famously used by the then-delinquent teen- 
ager, Gérard Depardieu, to overcome a stut- 
ter), uses both Gregorian chant and Mozart. 

There has been something of a Mozart- 
mania in America, with books promising 
that playing Mozart to a child in the womb 
will increase its 19, and several southern 
states considering legislation that would 
award a free classical-music cp to every 
new-born infant. The furore was started in 
part by Frances Rauscher, a Julliard-trained 
cellist with a doctorate in psychology. In the 
early 1990s, she and her colleagues identified 
something that they called the “Mozart ef- 
fect”; college students who listened to ten 
minutes of Mozart’s Piano Sonata K 448 ex- 
perienced a significant increase in their spa- 
tial-temporal skills, compared with those 
who sat in silence, listened to instruction, or 
listened to Mendelssohn (though most rated 
Mendelssohn as more exciting) before being 
tested. As these skills are part of 10 tests, 
some people began to claim that music 
made people smarter. This attracted a great 
deal of attention, although attempts to repli- 
cate the study have had mixed results. 

One effect of the frenzy has been more 
money for research, which has helped to 
open up a more detailed discussion on the 
relationship between music, the brain and 
brain development. Anne Savan of Reading 
University found that playing Mozart or- 
chestral compositions helped her restless, 
special-needs students; their pulse rate low- 
ered, their breathing was regularised and 
their concentration improved. Other music 
simply wasn’t as effective. At first she attrib- 
uted this to the range of high harmonics used 
by Mozart, but her later research, which 
manipulated the frequency levels of various 
compositions, showed that frequencies 
alone were not responsible for this physio- 
logical response. 

As knowledge of the brain expands, it 
may become more possible to map music’s 
influence on the brain and brain develop- 
ment. Whether and why Mozart is special 
will become more and more within our 
grasp. Hearing is an early sense to develop 
and often the last to be lost—some people in 
a coma can still hear. But is this culturally de- 
termined or to an extent hard-wired? Does 
Mozart work as well for healing in Liberia as 
it does in Los Angeles? Perhaps refugee 
camps should be supplied not only with 
anaesthetics but a wide range of recordings. 

= —— Lae m 
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Willard Quine 


HO came after Wittgen- 

stein? The answer is Wil- 
lard Quine. Historians will re- 
member him as the most 
important philosopher of the 
second half of the 2oth century. 
Yet, unlike Ludwig Wittgenstein, 
Mr Quine was not widely known. 
Paradoxically, that fact reflects a 
large part of his achievement. 

He was drawn to philosophy 
by the writings of Bertrand Rus- 
sell. He described “Principia 
Mathematica”, which Russell 
wrote together with Mr Quine’s 
teacher, Alfred Whitehead, as the 
book that meant the most to him. 
(It consists of three enormous vol- 
umes of formulae; Mr Quine’s 
tastes were dry.) He took two 
main things from Russell. One 
was a belief that both the content 
and methods of mathematical 
logic were fundamental to phi- 
losophy; and the other a convic- 
tion that philosophy is a science, 
differing from other branches of 
inquiry only in its level of gen- 
erality and abstractness. 

Philosophy would make pro- 
gress, the two men believed, by 
accumulating knowledge in 
painstaking steps, drawing on the 
collaborative efforts of many, just 
as the other sciences do. They 
wanted it to end its old bad habit 
of looking to the all-encompass- 
ing visions of gurus for illumina- 
tion. This was and still is a contro- 
versial idea among philosophers, 
many of whom profess to reject the assimilation of their subject 
into science. But it has won the day. Whether or not they agree with 
it in theory, most philosophers in the English-speaking world be- 
have as if it were true. Philosophy has become an increasingly spe- 
cialised profession, with no gurus, thanks in no small part to Mr 
Quine’s influence. As a non-guru he was nota public figure. 

After some formative trips to Vienna, Prague and Warsaw in 
the early 1930s, where he met the members of the “logical positiv- 
ist” Vienna circle, Mr Quine returned to his native America. He be- 
gan teaching at Harvard, where he stayed until his retirement, in- 
terrupted only by service in the second world war when he was a 
code-breaker. His pupils included not only many philosophers 
but also Tom Lehrer, a satirical songwriter, and Theodore Kaczyn- 
ski, known as “the unabomber”, whose parcel bombs, set off ap- 
parently as a protest against technology, killed three people. 


The missing question mark 


Willard Quine’s early work was in the field of mathematical logic 
and set theory, the subject of half a dozen of his 23 books. His type- 
writer was adapted to provide keys for mathematical symbols. 
One of the keys dispensed with was the question mark. He 
quipped that he did not need it because he dealt in certainties. Al- 





Willard Van Orman Quine, philosopher, 
died on December 25th, aged 92 


though Mr Quine has no impor- 
tant theorem to his name he 
wrote on mathematical logic with 
ingenuity and wit. He took plea- 
sure in being photographed un- 
der the street sign in Oxford’s 
Logic Lane. It was later in his ca- 
reer that his originality in general 
philosophy came to fruition, 
starting with a paper, “Two Dog- 
mas of Empiricism”, published in 
1951. He took the view that the dif- 
ference between matters of fact 
and matters of meaning is only of 
degree, not of kind. The statement 
that all bachelors are unmarried 
is true as a matter of meaning; that 
Bill Clinton is married is true as a 
matter of fact. Mr Quine de- 
veloped a theory of language ac- 
cording to which truths of fact 
blend into truths of meaning, so 
that there is no absolute distinc- 
tion between the two. This had 
revolutionary implications in 
philosophy. Most philosophers 
of the past century—including 
those influenced by Wittgenstein, 
the “logical positivists” and Ox- 
ford’s school of linguistic analy- 
sis—had presumed that philoso- 
phy was concerned with 
meaning or concepts, whereas 
science was concerned with facts. 
Now the barriers they had sought 
to erect between philosophy and 
science began to crumble. 

The ramifications of Mr 
Quine’s theory were spelled out 
in “Word and Object” (1960). 
From his rejection of the distinction between fact and meaning 
flowed a system of ideas about experience, translation, learning, 
understanding and the notions of necessity and possibility. British 
philosophers of the 17th and 18th centuries—Locke, Berkeley and 
Hume—had sought to explain how our knowledge of the world 
was founded on our experience of it. Drawing on the results of 
logic, linguistics and psychology, Mr Quine now sought to update 
these accounts. One study of his work, endorsed by Quine himself, 
dubbed his theory “enlightened empiricism”. It is a spartan phi- 
losophy: economical in its attempts to establish that the languages 
of mathematics and physics are enough to express every genu- 
inely factual statement, and that the kernel of those languages is 
the basic logic of his beloved “Principia Mathematica”. He was ac- 
cused of denying the reality of consciousness, but replied that he 
was not conscious of having done so. 

“The Philosopher’s Lexicon” offers the verb “to quine”: to deny 
a distinction. Philosophers like their little jokes. Mr Quine wrote 
“Quiddities”, which exhibited his fascination for words old and 
new. He could have had a fondness for the quinombrom, an old 
word for conundrum, defined in James Howell’s “Lexicon Tetra- 
glotton” of 1660: “You will judge, perhaps, that the author hath 
some strange freaks, or quinombroms, in his noddle.” 
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Two ways to transform 


your future 





Executive MBA 
7 February 2001, 6.15pm 
26 February 2001, 6.15pm 


Sloan Masters 
15 January 2001, 6.30pm 


All sessions are held at London Business 


School, Regent's Park, London NWI. To book a 


place, please contact the information Officer. 





A FORT HCOMING INFORMATION 
EVENINGS - EUROPE 


Amsterdam 

Monday 22 January, 6.30pm 
The Grand Sofitel Demeure 
Oudezijds Voorburgwal 197 


Frankfurt 

Tuesday 23 January, 6.30pm 
Steigenberger Frankfurter Hof 

Am Kalserplatz 


Munich 

Wednesday 24 January, 6.30pm 
Arabella Sheraton Grand Hotel 
Arabellastrasse 6 


Zurich 
Thursday 25 January, 6.30pm 


Baur Au Lac, Talstrasse 1 





Tokyo 

Monday 5 February, 6.30pm 
New Otani Tokyo 

4-1 Kiol-Cha, Chiyoda-Ku 


Hong Kong 

Thursday 8 February, 6.30pm 
Ritz Carlton Hote! 

3 Connaught Road Central 


London Business School exists to advance tearning 
and research in business and management 


EC12/01/01 


London! 
I Business | 
School 


transforming futures 


London Business School's pre-eminent Sloan Masters and Executive 
MBA programmes provide opportunities for experienced managers and 
professionals to dramatically enhance their managerial, financial and 
entrepreneurial skills. 

Whether you are seeking to consolidate and build on your existing 
experience in conjunction with the workplace or seeking a new direction 
through an intensive one-year programme, studying at London Business 
School will enable you to broaden your horizons and to take charge of the 
next stage of your career. 

Our international, culturally diverse faculty and student body from 
over 55 countries create a dynamic learning environment. You will build 
breadth and depth of management knowledge through the core 
curriculum and, by selecting from a portfolio of over 75 elective courses 
develop specialist knowledge and expertise in specific areas of interest. 

The pace is unrelenting but at the end you will rank as one of the 
most highly qualified professionals in the world. 






















Part-time MBA pe) Full-time MSc. 
geet programme Sey programme 
k Mi EB A| completed over Darata te completed over 
E 2 yrs ee 10 months 


Student Profite: 

sage range 26-49 

*average 10 yrs experience 
{minimum 4 yrs) 


Student Profile: 

«successful managers, professionals 
and entrepreneurs 

sage range 30-40s 

e 10+ years of experience 


Format: 

+ 12 core courses 

«3-5 elective courses 

«international field trip and 
consulting assignment 


Format: 

* 13 core courses held on alternate 
Fridays/Saturdays + block weeks 

«6-8 elective courses 

*2 international field trips 


For further information please contact: 


EMBA Information Officer 

Tel: +44 (0)20 7706 6859 
Fax: +44 (0)20 7724 7875 
mba_fasttrack@london.edu 


SLOAN Information Officer 
Tel: +44 (0)20 7706 6952 
Fax: +44 (0)20 7724 7875 
sloaninfo@london.edu 


www.london.edu 
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THE THOUGHTFUL Pursutr| 
OF YOUR GOALS 


“THE DUKE MBA - CROSS CONTINENT 


You have goals for your career and 
life. We know that. The Duke 
MBA - Cross Continent has 
been designed to allow 
you to reach those 
goals...to help you 
have it all in work, 
school, and life. 


© Earn a world- 
class MBA 
degree that is 
specially tailored 
for high- 
potential 
professionals 
with a desire to 
excel in the world 
of international 
business. Our students 
have about six years' work 
experience. 


© Continue working at your 
organization while learning over a 20- 
month period. Utilize a unique combination of 
face-to-face classroom teaching and highly interactive, 
Internet-enabled communication from anywhere, anytime, 
around the world. 


© Establish a network of fellow global managers through 
Duke's team-based learning model at campuses in Durham, 
North Carolina and Frankfurt, Germany. 


To learn more about how The Duke MBA - Cross Continent 
can work for you or your company, contact us today: 


Europe Telephone 49.69.9726990 
U.S. Telephone 1.919.660.7863 


E-mail europe@fuqua.duke.edu 
www.business.duke.edu 


N 
EEG oueres! Business Leaders 
Worldwide 





The University Of Sydney 
Social and Public Health 
Economics Research Group 
(SPHERe) 


Graduate Diploma in Health Economics 
(Progression to Masters possible) 
Web-based International Distance 
Learning Course 


For non-economist health care professionals 


@ An established course directed by Professor Gavin Mooney, a 
leading international educator in health economics 

è This course is for managers, policy makers, clinicians and other 
health care professionals who are seeking a professional edge 

@ The course is open to fee paying international and Australian 
students 

@ Course length: 2 years part-time 

è Essential Entry Criteria: Undergraduate degree or its equivalent, 
Fluency in reading and writing in the English language 

@ Desirable: Experience working in the health care sector 

@ Total course cost: AUD$12,000 paid over 2-3 years, depending 
on completion date 


For further information or to download an application form, please 
visit the web site: 


www.heaith.usyd.edu.au/sphere 


Additional enquiries can be made to the course administrator; 
Maggie Atherton, maggiea @ health.usyd.edu.au 
or telephone (61-2) 9351 7419 


KIEL INSTITUTE 
OF WORLD ECONOMICS 


Advanced Studies 
in International Economic Policy Research 
August 1, 2001 - May 31, 2002 


concentrated courses on important areas of international economics 


profound training of skills in economic analysis, methods of 
empirical research and economic policy evaluation; 


designed for economists holding a university degree who are 
interested in a career with international organisations, domestic 
policy and academic institutions, international corporations etc. 
Courses: Lecturers: 
Macroeconomics in Open Economies Holger Wolf (Washington) 
The Economics of Employment Dennis Snower (London) 
International Trade Peter Neary (Dublin) 
Ricardo Hausmann (Harvard) 


Stefan Mittnik (Kiel) 


Economic Growth and Development 
Empirical Methods in Finance 


European Economic Integration Andre Sapir (Brussels) 


Political Economy in Open Guido Tabellini (Milan) 


Economics 3 . 
> Catherine Mann (Washington) 


Electronic Commerce: Policy Issues 


For detailed information write to: 

Institute of World Economics * Advanced Studies * D-24100 Kiel + 
Germany Fax: Germany + 431 + 85853 e Internet info 
http://www.uni-kiel.de/ifw/ 
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A new look at international 


management 
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Templeton College | University of Oxford 


E.M.LYON MBA (Cesma) 


The economy is becoming world-wide, 
how about your career? Choose 
E.M.LYON MBA and you will be fully 
international: programme bi-lingual, 





participants from 20 countries, 


partnerships with business schools 
and internationally-reputed companies 
and career opportunities around 
the world. 

E.M.LYON MBA is a programme 
made for you: fix your objectives; 
we will attain them together, over 1 
or 2 years (full- or part-time). 


Still hesitating? 
Go to www.em-lyon.com/mba 
or call +33 4 78 33 78 65 


European 
Entrepreneurial 
Learning 





‘To innovate is not to reform’ 


Edmund Burke 


The Oxford Senior Executive Finance Programme 
29 April - 4 May 2001 | 25- 30 November 2001 


Oxford has for generations prepared the world’s 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. A sound grasp of the principles of financial 
performance still underpins effective leadership. 
Dotcom valuations have strategic implications for 
themselves and traditional firms. The Oxford 
Senior Executive Finance Programme equips you 
with a critical understanding of the elements of 
business which create value. 


Name 


For further information, please visit 
www.templeton.ox.ac.uk/finance, 
or return to: 

Caroline Lomas, 

Templeton College, 

University of Oxford, 

Oxford OX1 5NY, England 

Tel +44 (0)1865 422767 

Fax +44 (0)1865 422501 

Email sefp@templeton.oxford.ac.uk 


Job title 





Address 


EMLLYON - M&C - Novembre 2000. 





Company 





Zip/ Postcode 





Tel 


Email 
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Templeton College | University of Oxford 
www.templeton.ox.ac.uk/finance 





Q2 


COURSES 


LL.M./Masters 


in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.I.T) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme. 


Course Modules include: 

¢ Principles of International Taxation * Tax Treaties 
Offshore Financial Centres * Anti-avoidance 
Trusts and other entities * Transfer Pricing 
International Tax Planning * E-Commerce Taxation 
Global Estate Planning & Asset Protection 


AX St.Thomas University 
AL School of Law » miami, Florida 
For more information please contact: 
HONG KONG UNITED KINGDOM USA 


Michael Foggo Simon Denton Coleman Foster 
Tel: +852 2542 1177 Tel: +44 (0)20 7479 7070 Tel: +1 (877) 301 4736 


Fax: +852 2545 0550 
hk@SovereignGroup.com 


Fax: +44 (0)20 7439 4436 
uk@SovereignGroup.com 


Fax: +1 (305) 474 2461 
cfoster@SovereignGroup.com 


www.stu.edu/tax 


“It took me some time 
to decide whether or 
not to do an MBA.” 


“But not where to do it.” | 


Natalia Alviar, Columbia, Management Consultant - Accenture, Trinity MBA. 


Where better to study for your MBA than at the centre 
of Europe’s fastest growing economy? 


Trinity MBA, Dublin, Ireland. 


The Trinity MBA is designed for graduates with a minimum 
of 3 years’ management or professional experience. 


It’s noted for its intimate class size, its focus on teamwork 
and the international character of both students and faculty. 


Fully integrated into the life of one of the world’s most 
prestigious universities, the Trinity MBA provides a unique 
combination of course work and in-company 

experience - with an emphasis on strategic 

and general management. 


School of Business Studies, University of Dublin, Trinity College, Dublin 2, Ireland. 
For information contact: Catherine Williams, Admin. Co-ordinator, 
tel: + 353 1 608 1024, fax: + 353 1 679 9503, www.tcd.ie/Business_Studies/MBA/ 








“A CEIBS coe | 
D` There is only f fast and accurate 


way to get into China 


As a new expatriate in China, you need to shape your skills and experience 
to this difficult and uncertain environment. You need to do it fast and do it 
right the first time. 


The China Expatriate Programme (Mar. 2-6, Sept. 7-11, 2001) is run by 
CEIBS, the leading business school in China, and will again draw clients from 
around the world. This unique, comprehensive course will enable participants 
to adapt to the Chinese business and cultural environment. All aspects of the 
programme, such as people management, marketing and cross-cultural 
issues, are designed to provide better and faster results for the participating 
companies in China. 


Ask a colleague ? 
Learn from mistakes ? 


Talk to a friend? 


CEIBS's world-renowned faculty possess an unequalled academic expertise 
as well as a wealth of experience in China. 


Go to a library ? 


“On the whole the programme provided an appreciative insight into the 
challenge for an expatriate in China.” 

Ben Chiew Beng Ho, Vice President, Wieland Metals Singapore 

China Expatriate Programme 2000 


Join CEIBS' China Expatriate Programme ! 


re information on China Expatriate Programme and CUBS, plea 
ur wer ite WWW.CeIDS.eCU OF í ntact Nell Ga ) Vil M 
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COURSES —__ 
Amsterdam 
Institute of Finance 


In cooperation with the faculty of 


INSEAD 







Upcoming Courses 2001 
Financial Risk Management (Jan. 29 - Feb. 2) 
Measuring and Implementing 
Economic Value Added (Feb. 12 - 14) 
Advanced Corporate Finance 
| ~ Financial Restructuring - Going Public (March 19 - 23) 
- Financial Innovation (March 26 - 30) 
Advanced Valuation Topics 
| - Real Options (April 5 - 7) 
~- Valuing Commercial Banks (April 9 - 10) 
«| The Options Workshop 
| ~ Stock Option and Foreign Currency 
Option Pricing (April 23 - 25) 
- Option Trading Strategies and 
Risk Management (April. 26 - 28) 


The Advanced Options Workshop 
~ Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives (May | - 3) 
~ Exotic Options (May 4 - 5) 


For information, please visit our Web site or contact us directly. 











AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nt 





Initiatives in Conflict 
Management: Planning for 
Civil-Military Cooperation 









May 13-20, 2001 


This highly participatory program is designed specifically for mid- to 
pper-level civilian and military officials from all countries, international 
organizations, and nongovernmental organizations who are involved 
in conflict intervention and reconstruction, 


n any intervention, success or failure often depends on the degree 

ta which organizations in the field con cooperate and work together 
effectively. This executive program helps participants achieve consensus 
and cooperation despite cultural differences among organizations ond 
ations. in particular, you will learn: 





© sirategic approaches to improve effectiveness during 
conflict intervention 

© how to negotiate, formulate, and implement a sound and 
comprehensive plan which incorporates different organizational 
and national cultures. 


Presented jointly by the National Security Program, John F Kennedy 
School of Government, Harvard University and the Conflict 
Management Group. 

Jennifer Stichweh (617) 495-1331, ext. 166 

Email: jennifer_stichweh@harvard.edu 

internet: www.execprog.org 


HARVARD UNIVERSITY 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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Learn the Tricks of the 


Trade. 


APU's MBA in Global Finance program 
offers the latest in theory and practical 
applications. Through internships, 
extensive classroom study, team projects, 
case studies, and exclusive access to our 
trading room, FactSet and Bloomberg 
Terminals, you'll graduate with all 
the tricks of the trade. 


Call 1-800-252-7528, or access 
www.dalaskapacific.org to learn more. 
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Executive 
Development 


Management Series 


Infrastructure in a 
Market Economy 





m Electronic Commerce m Managing the Dynamics 


Management: of Strategy Design 

Strategy, Implementation Ari Ginsberg & Eric Larsen 

and Exploitation 15 - 16 March 

Clive Holtham & 

Nigel Courtney m Marketing Financial Services 

8- 9 February Geoffrey Randall & Greg Harris 
29 - 30 March 

e Understanding Turbulent 

Futures: m Creating Value: 

Creating an Organisational Shaping Tomorrow's Business 

Memory for the Future Shiv Mathur | 

Erik Larsen & Alessandro Lomi 5 - 6 April 

22 - 23 February 





m Mastering Negotiation 
Chris Brady and Eric Evans 


-u Business Finance for 
i 17 - 18 May 


Non-Financial Specialists 
Mohammed Choudhury 
12-14 March 

02-04 July 





For further information please contact Client Support 
Tel: 020 7477 8710 Fax: 020 7477 8882 


Email: execdevelop@city.ac.uk 
www.business.city.ac.uk/ed 


LEARN GLOBALLY. STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 








Are you an experienced interna 
tional affairs professional who 
wants to further your education 
without taking a year off? If so, 
consider the GMAPoffered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year master’s 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 33 weeks of 
computer-mediated instruction. 


As a GMAP student, you perform 
your professional duties while 
pursuing your education. You work 
closely with our highly respected 
faculty and receive a top quality 
Fletcher education. Plus, you become 
part of our active and influential 
international community. Classes 
begin July 2001. Contact us today 
to learn more about this chalteng- 
ing program. 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Complex Emergencies © international Finance 
international Business & Economic Law © Leadership & Management 
international Negotiation © international Technology Policy 
international Trade Economics & investment 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www.fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 








July 15-27, 2001 


Infrastructure in a Market Economy is designed for officials in 
the public or private sector who are responsible for developing and 
implementing initiatives for the private provision of infrastructure. 
The program aims to develop a better understanding of whether to 
privatize; when privatized firms need to be regulated; the various 
methods for doing so, such as concession contracts or price cap 
regulation; and vehicles for financing infrastructure. The program 
provides participants with practical tools to: 


e Analyze economic and political implications of relying on 
private firms to provide infrastructure 

+ Manage the technical issues that shape privatization strategies 

+ Design effective regulatory agencies to oversee the performance 
of privately-provided infrastructure 


For brochure and application, please contact: 
Kathy Eckroad (617) 495-1101, ext. 198 
e-mail: kathy_eckroad@harvard.edu 
Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


















ROTTERDAM $S CROOL è F MANAGEMENT 


= THE WORLD 
=IN YOUR CLASS 


O Committed to being an international center of excellente 
<£ for management education, Rotterdam School of 

2, Management is the Graduate School of Business at 

ag Erasmus Universiteit Rotterdam in The Netherlands. 








>. INTERNATIONAL MBA PROGRAMS 


The Rotterdam School of Management s Full-time MBA 
oO (General Management) and MBA/MBI (plus Information 
Technology) bring together participants from 50 countries 
f eof for an intensive 18-month “hands-on” approach to 
management, taught entirely in English. Work experience 
© is required. 
sy" For working professionals with at least four years of 
experience, RSM offers 2-year Part-time International 
ary MBA and MBA/MBI Programs. Courses are usually held 
on Friday evenings and Saturdays every other week. The 
= curriculum includes study trips abroad. 


<x EXECUTIVE PR 


= The Rotterdam School of Management also offers 
Open Executive Courses, tailor-made In-Company 
ra Programs and Consortium Programs. 


= BOSSE 
& P.O. Box 1738, 3000 DR Rotterdam 
OS The Netherlands 

Phone: +31-10-408 2222 


Fax:  +31-10-452 9509 RS M€ 


E-mail: rem@ixsm.nl > 
X ji Rotterdam School of Management 
Internet: www.rsm-nl Erasmus Graduate School of Business 
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21st Century Trust 
Conferences For Tomorrow’s Leaders 



























The 2ist Century Trust promotes international encounter and debate at its 
conferences and study tours which bring together the rising generation of 
decision takers and opinion leaders worldwide. We seck talented candidates for 
our 2001 programme, aged 25 to 40, from all countries and all fields of 
endeavour, including business, politics, academia, government, media, NGOs. 
and the arts. Applications are particularly welcome from generalists interested in 
the topic as well as from specialists. 


2001 Programme 


1. Rethinking security for the 21st century 
23-34 March 2001, Oxford, United Kingdom 
Moderator: Dr Christopher Coker, London School of Economics 

2. The economic, political and social implications of the Internet: just how 

radical will they be? 
26 June-3 July 200], Boston, United States 
Moderator: John Naughton, Open University and Wolfson College, 
Cambridge 
. The Middle East: a study tour 
28 Septrember-13 October 2001, Amman, Damascus, Jerusalem and Cairo 
(subject to amendment in the light of security) 
Tour Leader: Sir Michael Weir, until recently Director, 21st Century Trust 

4, Human rights as collective rights: benefits and pitfalls 
28 October. 4 November 2001, Cambridge, United Kingdom 

Moderator: Neal Ascherson, journalist and author 


aw 









For further details please contact: 
Jobn Lotherington, 21st Century Trust 
25 Museum Street, London WCHA LIT, UK 
Tel: +44-(0)20-7323 2099; Fax: +44-(0)20-7323 2088 


E-mail: trust@ 21stCentury Trust.org, or 
visit our web page www.2istCenturyTrustorg 






The 21st Century Trust ix a Registered Charity, No. 295676 


Leaders in Development: 
Managing Political 
and Economic Reform 


Date: June 11 - 22, 200) 


Participants: Political leaders, senior-level policy makers, 
managers, executives of public affairs organizations, and leaders 
of non-governmental and development assistance organizations 
from developing, newly industrialized, and transitional countries. 


Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration into an evolving global economy. 


Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy and institutional change; 
to gain a broader perspective on the task of leadership. 


For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 165 
e-mail: KSG_ Execkd@Horvard.edu 

Internet: www.execprog.org 


HARVARD UNIVERSITY 


JOHN F KENNEDY SCHOOL OF GOVERNMENT 
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Recognized as the world’s most flexible Distance 

Learning MBA or DBAJPh.D. No bachelors degree 
required for the MBA (or Master's for OBA) if you have 
significant work experience. No time limits. minimum 

or maximum. MBA usually lakes one year, DBA two. ` 
Transfer students welcome. No required courses, f 
You wil not have to study material you already know or 

do not need. No exams, instead you write papers, HES 
Leam from successful business leaders/authors 

imany are millionaires). Faculty members wanted. 
Rushmore University, Dakota Dunes, SD USA / 605- 
232-0037 ec@rushmora.edu wew.distancamba.com 


“Intensive 12-Month M.S.in | 
COMPUTATIONAL 
FINANCE 
apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 





LLEGE DEGREES 
DUCATION ON YOUR SCHEDULE 
„8. Ph.D. Many fields. No classes, - 
NO COST evaluation! Send resume: 
6400 UPTOWN BLVD NE + SUITE 398-W 
Dept.34 + ALBUQ., NM 87110'USA 
34@centuryuniversity edu 


































Business Senior 


Broadcast Journalists 
Ref. 48389/G 


Business Broadcast Journalists 
Ref. 48388/G 


Business Reporters 

Ref. 48390/G 

Business and Economics Centre 

Salary according to skills and experience. Television Centre, West London. 


The BBC is expanding its business coverage with the launch two 
new business programmes on television this year. The half-hour 
programmes on News 24 and BBC World will reflect the fast 
changing global business environment and draw on the expertise of 
the BBC's business journalists worldwide. 


We want people who know what makes business tick and can make 
exciting and accessible television. We are looking for output 
producers, assistant producers and multi-skilled reporters. You will 
be part of a department making business coverage for all BBC news 
outlets across television and radio including Breakfast on BBC ONE. 


Experience of daily business broadcasting is desirable. 


For further details and an application form, 

contact BBC Recruitment Services by January 25th 
{quote appropriate ref. and give your name and address) 
Tel: 020 8740 0005. Textphone: 020 8225 9878. 

Postcard: PO Box 7000, London W12 8G]. 

E-mail: recserv@bbc.co.uk 

Online: www.bbc.co.uk/jobs/jobnow,shtml 

Closes: january 29th. 


BAE 


Working for equality of opportunity 








APPOINTMENTS 


“|. Ref. 2001/MAU06 


EF- Ref. 2001/MAU/08 


UNOPS @ 


United Nations Office lor Project Services 


January 2001 
Mine Action Unit 


The United Nations Office for Project Services (UNOPS) manages and 
implements technical and financial assistance to support nations in their quest for 
sustainable development. The UNOPS Mine Action Unit (MAU), principal service 
_ provider within. the United Nations (UN) system for integrated mine action and 
capacity building programmes, implements mine action programmes in 
collaboration with concerned partners (Department of Peace-Keeping 
Operations/United Nations Mine Action Service (UNMAS), United. Nations 
Development Programme (UNDP) and the UN Office for the iraq Programme 
(om). The MAU is currently requesting Expression of interest for following 
positions: 


Ref. 2001/MAU/I Chief Technical Advisor (L5), Ethiopia and elsewhere 
Supporting the: Government of Ethiopia to establish a mine action programme. 
Position requires the building of local capacities as well as the management of a 
team of international trainers. Qualifications: 15-20 years experience in senior 
management positions with demonstrated capacity building skills, strong team 
management. skills and superior negotiation skills. Relevant experience in 
“humanitarian mine action is also required. 
Ref. 2001/MAU/02 Chief of Operation (14), Ethiopia, Lebanon, 
Azerbaijan and Northern Iraq 
Assist in the establishment of an Operations Department within the Mine Action 
Centers that is capable of planning, coordinating. and managing demining 
activities. Qualifications: 10 years direct experience in mine clearance activities, 
including the utilization of manual, mine detection dogs and mechanical methods. 
‘A thorough knowledge of quality management is also required. 
Ref. 2001/MAU/03 Operations Officer (L3), Northern Iraq and 
elsewhere 
Assist in the establishment of an Operations Department within the Mine Action 
Centers that is capable of planning, coordinating and managing demining 
„activities. Qualifications: 5 years direct experience in mine clearance activities, 
including the utilization of manual, mine detection dogs and mechanical methods. 
Ref. 2001/MAU/04 Chief of Information/Information Advisor (L4), 
Ethiopia, Chad and Mozambique 
“Assist in the establishment of an Information Department within the Mine Action 
¿Center that is capable of collecting, analyzing and disseminating mine action 
information. Qualifications: 5-10 years experience in database and GIS or 
= cartographic systems. In addition, skills in software programming and local area 
networks are required. Fluency in French is required for Chad. 
` Ref. 2001/MAU/0S GIS Specialist and Database Specialist (2 positions), 
(L3), Northern Iraq 
Assist in the development and technical management of GIS and Relational 
Database Management System for the Joint Humanitarian Information Center. 
Qualifications: A degree in related discipline, 3-7 years relevant experience, 
| notably in programming interfaces and modules. 


Public Information Officer, (L3/L4), Northern Iraq 
Responsible for assisting the Project Coordinator in the development and 
implementation of a public information campaign including the preparation of 
project documents with regard to the mine action programme. Qualifications: A 
degree in public relations, 5-10 years relevant working experience, superior 
writing skills and computer skills. 


Ref. 2001/MAU/07 - Quality Assurance Officer, (L3), Kosovo 

Responsible for monitoring demining activities to ensure that clearance standards 

are met. Qualifications: 5 years relevant experience, superior knowledge of 

demining activities, including the utilization of manual, mine detection dogs and 
_ mechanical demining tools. Superior negotiation and observation skills. 


Chief of Administration/Finance, (L4), Northern 
Iraq, Azerbaijan and elsewhere 

Administrative, finance, procurement and human resources management and 
reporting. Qualifications: Sound knowledge of UN financial and administrative 
tules and regulations. 10 years relevant experience within the United Nations and 
ability to manage all activities in support to operational mine action activities. 


Fluency in English is required for all posts, except in Chad where fluency is first 
required in French, and in Mozambique, where fluency is required in Portuguese. 

~.. Knowledge of the local language is a strong asset. Those individuals who meet 
the qualifications outlined above are invited to send their typed CV or UN 
Personal History Form (P11), in English, indicating the position they apply for, by 
fax: (1-212) 457-4049. Applications will be accepted until 31 January 2001. Only 
short-listed candidates will be contacted. Similar positions may become vacant in 
the future in other mine affected countries. 


_[ For more information on the UN’s involvement within the global landmine issue, 


kindly visit the UN landmine home page at http:/Awww.un.org/depts/dpko/mine 
` and the UNOPS home page at httpv//www.unops.org/ 


UNOPS — Mine Action Unit 
405 Lexington Avenue - Chrysler Building 4" floor 
New York 
NY 10174 - USA 











JQ unrrep nations UNIVERSITY 
<> 


The United Nations University 
Comparative Regional Integration Studies Programme 
(UNU/CRIS) 

Bruges, Belgium 


DIRECTOR 


Circa US$74,500 net per annum, plus benefits 


United Nations University (UNU) is seeking qualified candidates for 
the position of Director of the Programme on Comparative Regional 
Integration Studies (UNU/CRIS) to be located in Bruges, Belgium. 
UNU/CRIS will be formally established as a research and training 
programme of UNU in April 2001, with the aim of developing the 
programme into a full-fledged research and training centre of the 
University at a later stage. 


The principal objective of UNU/CRIS is to contribute through 
research and training to a better understanding of the processes and 
impact of intra- and inter-regional integration from multi- 
disciplinary and comparative perspectives. The aim is to build 
policy-relevant knowledge about new forms of governance and co- 
operation and to contribute to capacity building on issues of 
integration and co-operation particularly in developing countries. 
The research and postgraduate education activities of UNU/CRIS 
will be carried out by staff researchers and visiting scholars and 
through networks of cooperating institutions and scholars. 


The Director is the chief academic and administrative officer of 
UNU/CRIS and has overall responsibility for the direction, 
organization, administration and programmes of the Institute on 
behalf. of the Rector of UNU. As such, you should have an 
established scientific profile in comparative regional integration 
studies preferably from a transdisciplinary perspective, giving to 
UNU/CRIS the necessary prestige in the international scholarly 
community; guaranteeing scientific excellence through internal 


- quality control and providing guidance and inspiration for the 


conduct of UNU/CRIS activities. 


You will have a Ph.D. in one of the social sciences, including human 
geography and economics; a strong background of research and 
publication in regional integration studies with special emphasis on 
comparative research; be well integrated into the relevant academic 
community; and have a proven record of effective leadership and 
management experience in an academic institution. You should have 
the ability to work with colleagues of diverse national and cultural 
backgrounds and a deep commitment to the issues of human 
development and welfare. Fluency in English is essential and a 
working knowledge of other UN official languages is desirable. 


It is planned that the appointee will be able to take up the position in 
April 2001 or soon thereafter for an initial two-year term, with the 
possibility of renewal. 


Nominations and applications, including full curriculum vitae and 
names, addresses and fax numbers of three referees should be 
received by 15 February 2001 at the following address 


UNU/CRIS Search Committee 
c/o Office of the Rector 
The United Nations University 
53-70 Jingumae 5-chome 
Shibuya-ku, Tokyo 150-8925 
Fax: 81-3-3499-2828 
Email: CRISapplication @hq.unu.edu 
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APPOINTMENTS 


| RAILTRACK | wwwerailtrack-cdiuk/careers 





>> Regulatory Economist 
Economic Modeller 


REGULATION AND GOVERNMENT DEPARTMENT LONDON / £30 - £40K 


Railtrack is the owner of the track and infrastructure of the The Economic Modeller will have at least two years’ 

national railway network. We are responsible for selling track experience of modelling or economical analysis, with strong 

access to passenger and freight operators, for managing and spreadsheet/database skills, ideally in a regulated utility or with a 

operating the network and an extensive property portfolio. regulator. Both positions require a self-starter with the ability to 
The Rail Regulator has just completed his periodic review of communicate complex ideas to non-specialists. 

the level and structure of our access charges to train operators The initial salary will be the range £30,000 - £40,000 depending 

from 2001 to 2006, and is proposing extensive changes to the on experience and track record (more may be available for 

licence and contractual regime. We are looking to recruit a exceptional candidates). Benefits include contributory pension scheme, 


Regulatory Economist and an Economic Modeller to manage 
| elements of the future regulatory programme (such as the For further information, please contact Stephen Gibson on 
implications of the forthcoming refranchising programme for 020 7557 8232. 

charges) and to analyse/model the implications of the new 
incentive regime for the business. 

Both positions require a good degree in Economics, or an 
associated subject with a strong economic/analytical content. The 
Regulatory Economist will have at least two years’ practical experience 
of applying pricing principles in a regulated utility or with a regulator. Railtrack is an equal opportunities employer. 


share options, share bonus and season ticket loan. 


To apply, please write with a full CV and current salary details, 
quoting Ref. 1007/E, to Human Resources, Railtrack plc, Railtrack 
House, Euston Square, London NWI 2EE. The closing date for 
applications is 31 January 2001. 





The heart of the railway 





Omnitel Calvin economics and management 


Innovation 


Sant’Anna School of Advanced Studies, Pisa, Italy. 
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Northern ireland Public Sector Enterprises (NI-CO) 


NI-CQ is a leading provider of technical assistance in overseas markets 
working through the main international donor agencies. The company is 
currently delivering projects throughout Central and Eastern Europe, 
the Newly Independent States and Af As part of its planned 
expansion NI-CO is now sceking applications from long and short term 
experts, for opportunities emerging in the Balkans, Newly Independent 
States, Sub-Saharan Africa and Western Asia. Consultants are sought 
with expertise in the following areas: 


Good Governance & Democratisation: (Ref: Goodgov 01) 
Civil service reform, human resource management, 
conflict resolution & mediation, human rights, community 
development and support to civil society, policing and 
efectoral reform 

Local Government Development: (Ref: Locgov 01) 
Municipal policy, institutional strengthening, decentralisation, 
municipal services, management information strategies, 
municipal finance, strategic 
planning, human resource management 

SME Development: (Ref: SMEdev 01) 

Training in business skills, SME management skills, 
SME finance 

Regional Development: (Ref: Regdev 01) 

Planning, management and implementation of regional 
cconomic development programmes, design and 
implementation of EU structural funds policy 

Agriculture and Rural Development: (Ref: Agrirural 01) 
Support to sustainable and rural livelihoods, food quality 
& food security issues, livestock and plant production, 
veterinary health, plant health & crop protection 

Social Assistance: (Ref: Socdev 01) 

Social protection, social policy and labour market 
development 


Candidates should also have at least 5 years experience in these fields, 
ideally within the framework of international donor assisted projects. 
Language skills while preterred are not essential. To apply, please send an 
updated CV, preferably on Disk or by e-mail to: 
Julie Montgomery at NI-CO, IDB House, 64 Chichester Street, 
Belfast BT1 4JX, Northern Ireland, UK 
Tel: +44 2890 544902; Fax: +44 2890 544900 
Email: DEDNICO@aol.com 


Closing date for Applications is 23 February 2001 


Television Trust for the Environment 


Chief Operating Officer 


Background 


The Television Trust for the Environment (TVE) is the world’s leader in environmental 
television production and sales. TVE has now created the new post of Chief Operating 
Officer, to assume the day to day management of the Trust as it responds to the fast 
changing multi-media environment. 


We are looking for a candidate who can demonstrate first class financial and 
administrative skills, The candidate will ideally have worked with an NGO with an 
international brief. Experience in the private sector is an asset. 


The Role 


Reporting to the Chief Executive, taking over the main responsibility for administering 
the secretariat of the Trust and its projects, with particular emphasis on financial 
management. 


Supervise the implementation of programmes that build the capacity of the Trust, in 
particular to manage budgets in an efficient and timely fashion. 


Oversee the resourcing, staff administration, and contractual obligations of TVE projects. 


Build the necessary business processes and instil the appropriate culture to support an 
ambitious organisation. 


The Candidate 


A team player with a proven record of sound financial and administrative 
management. 


Proven business ability with vision and strategic capability, and an understanding of 
the non-profit environment and development sector. 


International experience gained in the private and/or public sector ~ knowledge of the 
world of donor grant-making an advantage. 


Remuneration: Salary circa £45k. Pension scheme available after 12 months. 


Yo apply: Please e-mail your CV and covering letter to natalie@tve.org.uk or send it by 
post to: The Personnel Manager, TVE, Prince Albert Road, London, NW1 4RZ, UK 


Closing date: Wednesday February 7th 2001. 


N.-B Short-listed candidates will be contacted within two weeks of the closing date. 
Please note that due to limited resources we are unable to respond to non short-listed 
applicants. 


UniversiTAT Dortwunn AP gy 2 


The Faculty of Economic and Social y Á 
Sciences is seeking to fill a position 
at the 


Associate Professor 


level focussing in research and teaching on 


Applied Economics. 


Applicants should have a strong research record and proven teaching 
ability. Preference will be given to candidates who have specialized 
in the areas of international economics and industrial organization or 
labor (-market) economics. 


With over 2000 students and an established position among the 
leading Economic Departments of Germany the Faculty aims to fur- 
ther strengthen its international orientation and therefore requests 
teaching competence in English (German language skills are ad- 
vantageous, but -initially- not an absolute requirement). Salary of 
this tenured position depends on experience in accordance with salary 
scale C3 of the German Civil Service Payment Scheme. 


For further details and inquiries please contact Professor Wolfgang 
Leininger (tel. +49 231 755 3297 or e-mail W. Leininger@wiso.uni- 
dortmund.de). 

Applications should be addressed to: Office of the Dekan, Faculty of 
Economic and Social Sciences, University of Dortmund, D-44221 
Dortmund, Germany. Closing date: 15.03.2001. 


The University of Dortmund is an equal opportunities employer and 
encourages applications from minorities and women. Qualified 
handicapped persons are actively encouraged to apply. 

The website of the Faculty can be visited at ht 

dortmund.de. 


Vacancy Announcement 00/016 
BUILDING THE BASIS FOR A STATE STATISTICAL SYSTEM 
IN BOSNIA AND HERZEGOVINA 


Bosaia and Herzegovina is in the process of upgrading its statistical capacity. with a major focus on the area 

of household data. Co-funded by the Government of Bosnia and Herzegovina, the Government of Japan. 

the Department for Intemational Development of Great Britain (DEED) and UNDP, the Project "Building 
the Basis for a State Statistical System in BiH”, in the duration of 2.5 years will he executed by UNDP and 
implemented by the Institutes of Statistics of the Federation of BiH and Republika Srpska as well as the 

Bosnia and Herzegovina's State Agency for Statistics. The following surveys/activities will be carried out 

by the project, 

(i) Living Standards Measurement Study Survey (LSMS) 

Gi) Housvhold Budget Survey (HBS) 

Gii Labour Force Survey (LFS) 

(iv) Work on creating linkages between data producers and data users (policy makers) 

iv) Training on analysis of data 

CHIEF TECHNICAL ADVISOR 

Chief Technical Advisor lo be based in Sarajevo, with regular and frequent travelling to Banja Luka, will 

be responsible for: 

+ — Providing technical assistance to the three statistical organisations in BiH and other local institutions 
involved in this project in the areas of survey n, organisation and implementation for LSMS and 
LFS, basis analysis and the uses of survey data: 

Co-ordinating with the Directors of the Project in cach statistical institution concerning the tasks and 
activities of the survey teams; 

Designing and generating questionnaires in close cooperation with the World Bank and the Hafian 
National Institute of Statistics (Istat); 

Producing materials for the pilot test and the actual LSMS survey; 


Participating in the preparation and revision of questionnaires, manuals and supervision tools as well 
as in the preparation and carrying out of the data collection and data entry activities; 
Participating in the preparation and carrying out of the training of supervisors and interviewers for the 
surveys, and in finalising the sample for the LSMS; 
Preparing monthly brief progress reports to UNDP, World Bank, DFID and istat. 
Qualifications and Experience 
At least five years of experience with the design and implementation of complex household surveys (such 
as USMS [preferred], DHS, income and Expenditure Surveys). Experience in working with international 
institutions such as the World Bank, United Nations, ete, governments and statistical institutes. Formal 
Qualifications: University level, preferably with graduate training in economics or statistics, Languages: 
Fluent spoken/written English. 
Salary and Conditions 
A competitive salary with the usual terms and conditions of UN professional contracts. Initially for one 
year, extendable, subject to performance assessment and relations with officials of the project as well as to 
availability of funds. 
Applications no later than 20 January 2001, stating reference CTA BIH/00/009. Postal Address: Resident 
Representative, UNDP BiH, Marsala Tita 48. 71000 Sarajevo, Bosnia and Herzegovina: Pax: (4387) 33 
665081, E-mail, registry @undp.ba, More information and full Terms of Reference are available on the 
UNDP web site: wwwundpba, 




















APPOINTMENTS 


European Broadcasting Union 





een” 


based in Geneva EBU-UER 


The general aim of the Strategic Information Service (SIS) is to 
raise awareness and improve understanding — among EBU 
members — of issues and market trends affecting European 
broadcasting, especially public-service broadcasting. This unit 
is looking for a 


Media Research Coordinator 


To manage and develop database content covering all the 
major aspects of the ever-changing broadcasting industry. 


To coordinate the flow of information generated by experts, 
consultants or research companies. 


To design, plan and follow-up ad-hoc surveys and/or specific 
research projects. 
To collaborate on the editorial work of the SIS publications. 
YOU have : 
* A university degree with a concentration in quantitative 
methods. 
* Minimum 3 years of international experience in media 
market analysis 
* Very good computer and editorial skills 
» Strong analytical skills and excellent communication skills 
(excellent command of English and French) 


More details at : www.ebu.ch (Human Resources) 


THE UNIVERSITY OF THE 
WEST INDIES 


THE VICE-CHANCELLOR 


Applications are invited from suitably qualified 
persons for the post of Vice-Chancellor of the 
University of the West Indies. 





The Vice-Chancellor exercises general supervision and 
leadership of the regional University with three Campuses and 
Centres in all of its 15 contributing countries and is expected to 
direct its academic, administrative and financial operations. The 
University four years ago implemented new governance 
structures and procedures which devolved greater autonomy 
and decision-making to its three Campuses, particularly in 
relation to first degrees and sub-degree programmes, 


Candidates for this post should have a distinguished record of 
academic achievement, successful administrative experience, a 
capacity to provide leadership and vision to the University and 
to build confidence and support among the region's public and 
private sectors through successful interaction at high levels. 
Candidates should have a thorough grasp of the potential and 
demands of the multi-campus, regional institution. 


The successful candidate will be expected to assume duties by 
1 August 2002. 


Please submit your application, under confidential cover, with 
detailed curriculum vitae and at least three references, by 
18 February 2001 to: Mrs G P Barrett-Sobers, Director of 
Administration/University Registrar, Office of 
Administration, The University of the West Indies, Mona, 
< Kingston 7, JAMAICA, West Indies (Fax: (1 876) 977 1422; 

- Email: ghsobers@uwimona.edujm 































Economist 


London ECI Up to c.£28k + benefits 


The Post Office is a unique organisation - a highly commercial 
group of specialist businesses with a track record of 
achievement both in the UK and worldwide. 






We will be looking to you to focus primarily on one or more of the 
following areas: regulatory economics, econometric modelling, 
quantitative analysis and labour market analysis. We will also 
expect you to play a leading role in a number of vital projects, 
which you will aim to complete to the highest standards. 



















To succeed here, you'll be qualified in economics to post- 
graduate level, backed up by a business-focused approach and 
at least two years’ experience as a business economist. 


The rewards on offer include a contributory pension scheme, 
5 weeks’ leave and an annual bonus. The training and 
opportunities for career progression here are excellent. 


To apply, send your CV to Dawn Hawkins, Transaction 
Services, Room 204, 148 Old Street, London EC1V 9HQ. 
(Tek: 020 7250 2380) Closing date: 26th January 2001. 

The Post Office is an Equal Opportunities Employer and 
welcomes applications from all sections of the community. 
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THE UNIVERSITY OF THE 
WEST INDIES 


ST. AUGUSTINE, TRINIDAD 


Applications are invited for the following post: 
Caribbean Centre for Monetary Studies 


Executive Director 


Applicants should hold a research degree, preferably at PhD 
level, and must have an extensive academic research record. 
Experience of the financial sector, and/or direction and < 
management of research teams/programmes in university or 
public sectors, including international public sector, is necessary. 











Appointment at Professorial level, with attractive | 
compensation package. 





Detailed applications (two copies) should be sent to the Campus 
Registrar, The University of the West Indies, St. Augustine, 
Trinidad, West Indies (fax: [1 868] 663 9684). Full particulars of 
qualifications, experience, date of birth, nationality, marital 
status and the names and addresses of three referees (one of 
whom should be from your present organisation) must be 
indicated. Further particulars of the post, including 
remuneration package and application forms, can be obtained 
from the university and are also available from Association of 
Commonwealth Universities (48830), 36 Gordon Square, 
London WCIH OPF (email: adverts@acu.ac.uk; 
fax: 020 7383 0368; tel: 020 7380 6706). In order to expedite 
the appointment procedures, applicants are advised to ask their 
referees to send their references under Confidential cover 
directly to the Campus Registrar without waiting to be 
contacted by the University. Deadline for applications is 
31 January 2001. 
















- APPOINTMENTS 






Rector and Vice-Chancellor 


DUTIES AND RESPONSIBILITIES: 

* The Rector and Vice-Chancellor is the chief executive officer of the University and bears the final responsibility for all management decisions and actions 
entrusted to him/her by the University Council. 

* In broad terms, he/she is responsible for the establishment, upholding and achievement of the mission, vision, values and goals contained in the 
Strategic Framework of the University. 

* Functionally, he/she has overall responsibility for: (i) academic leadership; (ii) the formulation and implementation of general policy; (iii) the financial 
management and control of the University; (iv) the facilitation and management of sound internal relations in respect of staff and students; and 
(v) the creation and maintenance of sound external national and international relations. 


QUALIFICATIONS AND OTHER CRITERIA: 

* Recognised academic status and the capacity for dynamic academic leadership. 

* Proven appropriate general leadership and managernent capacities. 

* In-depth knowledge and understanding of the tertiary education sector, including the national and international realities that affect this sector. 

* The capacity to maintain and develop appropriate partnerships and alliances. 

* Good communication skills. The ability to communicate fluently in English and Afrikaans will be a strong recommendation, while knowledge of a further 
South African language will be an additional recommendation. 














Term of Office: This is determined by the Council in the light of circumstances, but normally consists of one renewable period of five years. 
Commencement of duties: | July 2001 or as soon as possible thereafter, but no later than | October 2001. 

Closing date: 9 February 2001 (The University reserves the right to extend the closing date at its discretion). 

Enquiries: Professor A J van Wyk, Chief Director: Human Resources, on: +27 21 808 4588. 







A comprehensive curriculum vitae and details regarding your present occupation, salary and citizenship, as well as the names and telephone 
numbers of at least two referees, and an indication of the earliest date on which duty can be assumed, accompanied by certified copies of 
certificates should be addressed to Mr D K Smith, Chairman of the University Council, Human Resources Division, University of 
Stellenbosch, Private Bag XI, Matieland 7602, South Africa. Fax: +27 21 808 2484. Applicants should request their referees to fe ; 
forward confidential reports as soon as possible directly to the same address. qe 


UNIVERSITY OF STELLENBOSCH 





















International 


Development TURKS & CAICOS ISLANDS 







A D) F l D) ecan COASTAL MANAGEMENT ADVISER 


The Coastal Resource Management project aims to establish QUALIFICATIONS AND EXPERIENCE 












arrangements which ensure both the long term financial viability BSc qualified in Biological Science or MSc qualified in National 
of the protected areas and community participation in their Resource Management, you will have five years’ developing 
management. These arrangements will form the basis for the country experience including participatory national resource 
management of all protected areas in TCI. management. Experience of working in small island developing 


states and of coastal zone management would be useful, and 


You will take the lead in k of deli - particularly i 
ane a Raa ic ape nie ae een Aas fluency in Spanish or French desirable. It would also be 


identifying stakeholder and in developing co-management . h Sun . 
eA aas R ; : ` advantageous to have experience of working within developing 
institutions which engage a wide range of stakeholders in nans iti 

country institutions and of institutional development. 


decision making. Working closely with the Project Manager, you TERMS OF APPOINTMENT 
will review business plans for the three marine National Parks, 


redrafting the existing regulations to reflect the project's aims. 
Your expertise will be key in establishing an action plan for the 


Employed for 2 years, the salary will be commensurate with 
qualifications and experience. Various allowances, including fare 
paid home leave, may also be payable. 


extension of these arrangements to all protected areas and the Candidates should be nationals of Member States of the 
creation of a National Parks Service. Developing the overall skills European Economic Area (FEA), Commonwealth citizens who 
base of the staff of the Coastal Resources Management Project have an established right of abode and the right to work in the 
and other stakeholder groups is a key task, particularly in the United Kingdom or those granted refugee status as defined by 
skills which support participatory Natural Resource the 1951 UN Convention on Refugees. 

Management. Closing date: Monday 5 February 2001. 


Application forms can be obtained, quoting reference AH375/3A/TE clearly on your envelope, from Maureen McCole, 
Room AH375/3A, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride 
G75 BEA or telephone 01355 843109 (answerphone) or e-mail: hrod3a1@dfid.gov.uk —_http://www.dfid.gov.uk 








The Department for International DFID works in partnership with but we also work in middie income 
Development (DFID) is the UK’s governments, international and national countries, and in Central and Eastern 
government department responsible for non-governmental organisations, the Europe. 
promoting development and the , private sector and institutions such as the DFID is committed to a policy of Equal 
prea of patient DFID h committed World Bank, UN agencies and the Opportunities and encourage 
p a / aree p . i ~ Sect 5 ” g m + n 5 

i ne th maona Ber laba of f European Commission. Most of our applications from all parts 
having the proportion ot people living in assistance is concentrated on the poorest community. Selection on merit 
extreme poverty by 2015 jes i S fri ie eee 

F y dS 2 countries in Asia and sub-Saharan Africa, 


Fulfilling Britain’s commitment to ZE IE TUCE: TIIS] 
































Fulfilling Britain’s commitment to IPTE Eat essay 





The post will be located in the Accounting and Finance 
Department. Applications are invited from candidates 
with strong research records in any area of Finance. 
Those with teaching and research interests in applied 
corporate finance are particularly encouraged to apply. 


The candidate must have a strong research record and 
a track record of high-quality teaching in Finance. 


Further particulars and details of how to apply may be 
obtained from the Personnel Division, The London 
School of Economics and Political Science, Houghton 
Street, London WC2A ZAE (tel: 020 7955 7782: fax: 
020 7849 4625; e-mail: acadernic.recruit@lse.ac.uk 


Please quote Job Reference Number SA/00/08. 


The closing date for the receipt of applications is 
9 February 2001. 


The London School of Economics and Political Science is committed to 
equal opportunities and excellence in teaching and research 




























UNIVERSITY OF 


OXFORD 


Queen Elizabeth House 
in association with St Antony's College 


University Lecturership in Development Economics 


Applications are invited for the above post at Queen Elizabeth House, Oxford 
University's International Development Centre, tenable from 1 October 2001, 
Applicants should have a doctorate, or equivalent, in Economics and have spent 
some time in a developing country. Teaching experience is required, as are research 
experience and interest in developmerit issues. The postholder will be expected to 
teach Economics on the M.Phil in Development Studies. Stipend according to age 
on the Lecturer scale £18,731 to £36,740 per annum. It is expected that the 
successful candidate will be offered a fellowship by St Antony's College. 

Further particulars are available from www.admin.ox.ac.uk/fp/ and the 
Administrator, Queen Elizabeth House, 21 St Giles, Oxford OX1 3LA 
(tel: 01865 273599), to whom completed applications, with CV and the names 
and addresses of three referees (eight copies or one if airmailing), should be 
sent by 15 February 2001. Please quote the reference: devecon15/02, 


The University is an Equal Opportunities Employer. 





Department for 
International 
Development 





DFID 


The Associate Professional Officers Scheme is a DFID 
professional development programme to assist young 
professionals to improve their experience, expertise and 
potential to work in international development. 

The scheme offers you a range of opportunities, depending on 
the sector, to gain practical work experience either in developing 
countries or in the UK and/or to pursue academic training to 
Masters degree level in the UK. Candidates who already have the 
relevant higher academic qualification may apply for the practical 
work experience only. In some disciplines, including Education, 
Engineering, Conflict and Humanitarian Assistance, Physical 
Planning and Governance, the emphasis will be on practical 
experience only. Awards are normally for 1-2 years. Some 
practical placements may be project funded and subject to 
funding and suitable posts being identified. 

In 2001 we will consider awards in the following sectors: 
Sustainable Rural Livelihoods and Renewable Natural Resources; 
including Agriculture - pre and post harvested, Agriculture 
Economics - including marketing and trade, and Natural 
Resource Economics, Rural Development or Development 
Studies with a Rural/RNR focus, Agricultural Engineering, Animal 
Production/Health, Biometrics, Environment, Forestry, Fisheries 
and Aquaculture, Education, Enterprise Development, 
Engineering - including Communications, Transport, Physical 
Planning and Water, Sanitation and Environmental Engineering in 


Application forms can be obtained from the Department for International Developme: 


DFID TRAINING AWARDS: 





ASSOCIATE PROFESSIONAL OFFICERS SCHEME (APOS) 


relation to urban and rural livelihoods, Health and Population, 
Conflict and Humanitarian Assistance and Governance. 
QUALIFICATIONS 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. Applicants should have, or 
expect to have, a good relevant first degree and relevant work 
experience, preferably in development overseas. In some 
disciplines, applicants with a minimum of two years work 
experience in a developing country will be at an advantage in 
applying for awards. 

TERMS OF AWARD 

Academic Training: DFID pay tuition fees and a non taxable 
maintenance allowance of £8,500 p.a. (Inner London) and £6,800 
p.a. (elsewhere). 

Practical Experience Overseas: DFID pay a taxable salary of 
£17,100 p.a. Additional benefits include a tax free cost of living 
allowance (if applicable), travel costs, medical expenses and 
accommodation costs. 

Practical Experience in the UK: DFID pay a taxable salary of 
£20,600 p.a. for attachments in the UK. 

Closing date for receipt of applications, with references, 

14 February 2001. 


nt, Abercrombie House, 


Room AH303, Eaglesham Road, East Kilbride G75 8EA or telephone 01355 843428 (answerphone) or 
http://www.dfid.gov.uk 


E-mail: Apos-Enq@dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 


halving the proportion of people living in 
extreme poverty by 2015 


THE ECONOMIST JANUARY 13TH 2001 


DFID works in partnership with 
governments, international and national 
overnmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 
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Executive $75K-500K+. Career searching into, within or out of 


Asia / Europe / M-East / U.S.? Contact for Free Info & Critique 


USA/Canada 
Europe 
Asia / M. East / Aus +66 2 2674688 


CARE USA 


www.careerpath.co.uk 

Fax: Email: 
+i 202 4781698 cpamerica@ecareerpath.co.uk 
+44 20 75048280 — cpeurope@careerpath.co.uk 
i kk Joxinfo.co.th 


the world's largest international relief and development 
organization, is seeking a Country Director (CD} to be based in 
Dushanbe, Tajikistan. This individual will be responsible for 
managing all Country office resources, The CD is responsible for 
overseeing the development and implementation of high 
quality programs, maximize sustainable impact for 
beneficiaries, foster partnership and local capacity building. 
S/he is also responsible for securing funding for country office 
initiatives and for moving CARE Tajikistan along a Long Range 
Strategic Plan in line with CARE USA's strategic planning 
objectives. 


Requirements: Bachelor's degree in a relevant development- 
related field, at least 7 years experience in developing and 
supervising development programs, strong leadership 
experience, programming, human resource management, and 
financial oversight. 


Excellent salary, plus benefits. Send resume and cover letter 
(refer to position #2814-EC): via email {preferable) to 
hrchaudhary@care.org. or via fax at 404-577-9418, EEQ/ME/VID. 


UNIVERSITY OF 
CAMBRIDGE 





A ESRC CENTRE FOR 
BUSINESS RESEARCH 


Research Fellow (two posts) 


To work on the International Financial Regulation project 
led by Dr J Eatwell 

Two Research Fellows are sought to work in the field of international 

financial regulation on projects led by Dr J Eatwell. You should be well 

versed in modern international macroeconomics and should have a first 

class degree in economics and a post-graduate qualification. The 

positions will be for at least two years, to commence as soon as possible. 


For further information about the above posts please visit our website 
at www.cbr.cam.ac.uk or contact Mrs Sue Moore, ESRC Centre 
for Business Research, Austin Robinson Building, Cambridge 
CB3 9DE. Tel: 01223 335250, fax; 01223 335768; e-mail: 
sdm100d@econ.cam.ac.uk The closing date for applications is 
30 January 2001. 


The University is committed to equality of opportunity 


THE LONDON INSTITUTE 


Director of Enterprise and Marketing, Pro-Rector 
Salary: £90k to £100k p.a. 


The London Institute comprises five internationally renowned colleges of art, communication and 
design, with an annual income of c £75 million and 25,000 students from 100 countries. 


The Pro-Rector’s management responsibilities will 


commercial 


environment. Experience of 


be for the Commercial, Development, Marketing and 
External Relations strategy for the Institute and to 
chair the DALI (Developments at the London 
Institute Ltd) Board. The Institute has several 
successful business enterprises, including DALI 
which made £1 million surplus in- 1999/00. The 
Pro-Rector will also assume responsibility in October 
2003 for International Developments which currently 
generates an income of £16 million. 

He/She will have a track record of successful 
business development, ideally gained in a 


Education/Public Service, and an affinity with 
contemporary culture, would be beneficial. 
Candidates require excellent creative, management 
and leadership skills to communicate effectively 
the overall profile of the London Institute, 
whilst. maintaining the distinctive brands of the 
five Colleges. 

This is an exciting opportunity to lead a professional 
team responsible for these activities and build upon 
the Institute’s success as a major innovator in 
Higher Education. 


Requests for further information, and subsequently applications, in the form of a comprehensive CV 
and covering letter including remuneration details, should be made quoting Reference No. 17576-001 
to: Claire Lane, Heidrick & Struggles International Inc., Consultants in Executive Search, 

100 Piccadilly, London W1V 9FN. Fax: 0207 491 5864 Email: lac@h-s.com 
Closing date for applications is: Friday 2nd February 2001 


HEIDRICK & STRUGGLES 


MORE THAN 70 OFFICES WORLDWIDE 
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Chief Economist 
£28,000 pa (to be reviewed in April 2001) 


As the key spokesperson for Christian Aid on economic issues, 
you will be responsible for formulating strategic policy, especially 
on macroeconomic issues, and in relation to the International 
Financial Institutions such as the World Bank, the World Trade 
Organisation and the United Nations system. By resourcing 
Christian Aid's advocacy response from the economic justice 
standpoint, you will influence policy makers at the British, 
European and international level, 





Environmental Science and Policy 


The Goldman School of Public Policy and the Energy and Resources 
Group at UC Berkeley seek a colleague for a joint appointment in the 
interdisciplinary area of Science, Technology, Environment, Resources, 
and Public Policy. The closing date is February 15, 2001. 


For details, see http://gspp.berkeley.edu/ & 
http:/socrates.berkeley.edu/erg, or call 510-642-4670 















a Overseas 






z TEE Britains eadi ea 
You will be a trained economist with a relevant post-graduate dener darit ne or 
qualification and at least 5 years’ experience in development- international development Development 
related research in government, the NGO sector or a research and humanitarian issues institute 


















institute. Your substantial knowledge of international political 
economy and macroeconomics will be accompanied by 
familiarity of the development agenda and poverty eradication. 
With a proven record of policy report writing and lobbying 
decision-makers, you will have the ability to carry out methodical 
and accurate research as well as possessing diplomatic and 
communication skilis. 






Research Fellowship - Centre for Aid and Public Expenditure 
(CAPE) 

CAPE supports poverty reduction through policy research and advisory work on 

public expenditure policy and management, including work on integrating aid in 

Government budgets. See www,odi.org.uk . 








Candidates need good postgraduate qualifications in a retevant discipline, plus 5 
years experience working in developing countries on one or more of: (i) public 

q sector budget planning and management, (H) public sector reform and institutional “| 
development, (iii} new approaches to development co-operation, including sector 
wide approaches and direct budget support. Candidates should have proven skills 
in research and high level policy advice. 







Closing date: 4 February 2001. interviews: T.B.C. 

To find out more, please send a 41p SAE marked Ref: 200/ RM 
to the Human Resources Dept, Christian Aid, PO Box 100, 
London SE1 7RT or visit our website www.christian-aid.org.uk 
Christian Aid works to provide hope, health and the chance of a decent life to 


the world's poorest communities, whatever their race or religion. 
We value diversity and welcome applications 


h h #6 
fram ail sections of the community. Chris tianTi. ‘Ai d 


We believe in life before death 










Academic salary scales, senior for the right person. 


| Further details and an application form can be obtained from the Personnel 
Dept (Ref PD), ODI, 111 Westminster Bridge Road, London SEE 7JD. 

| Fax +44 (0) 207 922 0399. 

] E-Mail: p.douglas@odi.org.uk. Closing Date: 13 February 2001 


Charity Reg. No, 228248 






Registered charity no.258003 





ODI is an equal opportunities employer 


INSTITUTIONAL ADVISER: 

FISH FARMING FOR INCOME GENERATION AND — 
FOOD SECURITY PROJECT 
UGANDA, KAMPALA 


QUALIFICATIONS AND EXPERIENCE 


With a postgraduate Degree in Social/Political or Natural Science, 
you'll have a minimum of 5 years’ experience, working in rural 
development, preferably in the East African region. 


Your understanding of rural poverty in Africa will include related issues 
and debates, and you will have experience of small business 
development in a rural setting. A sound knowledge of policy processes 
and practice is essential, as is demonstrable experience of influencing 





Department for 
International 


Development 





Launched in March 1999, the Fish Farming for income Generation and 
Food Security Project is run and supported by DFID and the 
Government of Uganda. Created to increase the contribution of fish 
farming to sustainable livelihoods for small holders, DFID works 
closely with a range of public and private sector bodies to develop the 
capacity for poverty focused aquaculture development. In short, the 
project continually develops technologies for use by the rural poor 
within the existing farming system. 





















reduce world poverty 


DFID works very closely with the Government of Uganda, ensuring 
existing Natural Resource project interventions are responsive to and 
contribute to the emerging and dynamic policy environment in 
Uganda. As such, this role will change and develop as the overall 
strategy does. 


Specifically, you will identify lessons from the project relevant to the 
wider strategies and policy debates of the Government of Uganda - 
and support the process of pro-poor aquaculture policy development. 
Implementing a communications and influencing strategy for the 
project is also key, as is working closely with our Socio-Economist to 
address socio-economic issues and its contribution to wider policy 
debates. At the end of the contract period, you'll establish the capacity 
amongst Ugandans to take forward the agenda. 


policy debates. Excellent interpersonal and negotiation skills will be 
essential in forming relationships with senior government officials. 
TERMS OF APPOINTMENT 

The post will be for a fixed term period of 2 years and is subject to a 
probationary period, and the salary offered will be in the range 
£38,600 to £42,800 p.a. (UK taxable) dependant on qualifications and 
experience. 

Candidates should be nationals of Member States of the European 
Economic Area (EEA), Commonwealth citizens who have an 
established right of abode and the right to work in the United 
Kingdom or those granted refugee status as defined by the 1951 

UN Convention on Refugees. 


Closing date: Wednesday 31 January 2001. 





Application forms can be obtained, quoting reference AH375/4/TE clearly on your envelope, from Department for 
International Development, Abercrombie House, Room AH375/4, Eaglesham Road, East Kilbride G75 8EA or telephone 
(01355) 843545 (answerphone) or e-mail: hrod4c1@dfid.gov.uk  http://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s government 
department responsible for promoting 
development and the reduction of poverty. 
DFID is committed to the internationally 
agreed target of halving the proportion of 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the private 
sector and institutions such as the World 
Bank, UN agencies and the European 
Commission. Most of our assistance is 
concentrated on the poorest countries in 


Asia and sub-Saharan Africa, but we also 

work in middle income countries, and in 
Central and Eastern Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages applications 
from all parts of the community. Selection 
on merit. 


Fulfilling Britain’s commitment to 









people living in extreme poverty by 2015. 


THE ECONOMIST JANUARY I3TH 2001 105 


APPOINTMENTS 


European 
Investment 
Bank 


A career in the heart of Europe 


The EIB, the financial institution of the European Union, is currently seeking for its Projects Directorate in 
Luxembourg, a (m/f): 


Transport Economist 


The Projects Directorate is responsible for the technical, economic and environmental appraisal of projects. Formed of multi- 
disciplinary teams of engineers and economists, the Directorate is sectorially organis 
and outside the EU. 


Duties: © Assess the economic, financial and environmental viability of capital investment projects and programmes in 
transport infrastructure, mostly road and rail projects. e Monitor the implementation stage of such investments. * Prepare 


and supports the lending activities in 


sector studies. Assist the lending teams in identifying new investment opportunities. * Prepare short, incisive appraisal 
reports in English or French. 

Qualifications: * Specialisation in transport infrastructure (road, rail) projects. + Advanced academic qualifications in 
Economics with a good knowledge of applied quantitative methods. + A minimum of 3 years’ practical sector experience, 
covering cost/benefit analysis and cash flow modelling, market and sector studies, risk analysis and the assessment of 
environmental impacts of projects. * Experience in preparing and reviewing feasibility and sector studies would be useful. 
e International experience, especially in developing countries. © Proficiency in computer applications. * Excellent knowledge 
of English or French and a good command of the other. Knowledge of other European languages would be an 
advantage. 

Skills: © Analytical approach. * Team player. * Ability to draft clear and concise reports. * Good inter-personal skills at 
all levels. © Ability to work under pressure. 

Applicants must be nationals of a Member State of the European Union. The EIB offers attractive terms of employment and 
remuneration with a wide range of benefits. The EIB is an equal opportunities employer. 

Applications should include a cover letter quoting the relevant reference number and a curriculum vitae 
in English or French, together with a recent photograph, and be sent to: 


EUROPEAN INVESTMENT BANK, Recruitment Division, Ref.: PJO1ECOO2 
L-2950 LUXEMBOURG. Fax: + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in the strictest confidence and will not be returned. 


Personal data are protected by Community Regulation. 
For further particulars about the EIB, its remits and how it operates, visit the EIB’s website: hitp://www.eib.org 





BUSINESS & PERSONAL 





CANADIAN BANK ACCOUNT & 
COMPANY FORMATION SERVICE 


Low Fee Canadian Incorporations 
Bank A/C Opening Credit Cards 
Brokerage A/C Global Mail Fax & Tel 
Forwarding Complete Support Services 
& Professional Management 
Other Corporate & Financial Services 


Available Serious Inquiries Only 


CTTrustGroup 24Hr Fax (604)871-0039 


service@capitaldevelopment.net 
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U.S. Bank Account 
Opening Service 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302.996.5819 
Fax: 1.800.423.0423 (USA/Canada only) 
or Fax: +302.996.5818 
E-mail: inc_info@delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators, Inc. 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 
www. minerva-press.co.uk 










IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in Immigration Matters 
The law firm of Somjen & Peterson 


Buy The Aeron’ 
Chair For Less! 


e In Stock...Fast Delivery! 
e Thousands Sold 
e Authorized 

Herman Miller Retailer 
* Best Price Anywhere! 


http://www.somjen.com 
Email: somjen@somjen.com 
Suite 810, 1240 Bay Street, 


Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (416)922 4234 
“We Can Help” 


AVAILABLE BY EUROPEAN BANK 
L/CS2SSLES 

PROOF OF FUNDS 
INVESTMENT LOANS 
FINANCIAL GUARANTEES 


FAX APPLICATION ONLY TO 
+90 392 228 82 91 












Only $699! 
> Tol Free 
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Fulfilling Britain’s commitment to 














The Department for Internationa] Development is recruiting 
Social Development Advisers and Assistant Social Development 
Advisers who will provide professional social analysis to DFID 
and in support of DFID and their partner's policy and 
programmes in poorer countries. 

The appointments are for permanent and pensionable Home 
Civil Service posts in DFID. You will join a cadre of around sixty 
social development experts. You must be willing to serve where 
posted, usually on a series of three to five year assignments in 
DFID offices around the world or in the UK. For most advisers 
there will be extensive travel of up to ninety days a year. 
Depending on your experience and skills, we will expect you to: 
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. Undertake social policy analysis and provide advice to 
DFID programme teams and to other development 
agencies and governments about likely impacts on 
poverty elimination, gender and social exclusion 


. Provide management and mentoring of more junior social 
development colleagues 
° Participate in strategic planning and monitoring for 


Country, sector or project initiatives with DFID colleagues 

° Effectively network and work in collaboration with a 
range of partners in Britain, across Whitehall, within civil 
society and the business sector and in poorer countries 

. Provide information and analysis in response to public 
enquiries and Parliament 

QUALIFICATIONS AND EXPERIENCE 


Educated with a university-level qualification in a social science, 
such as social anthropology, sociology, political science, area 
studies or human geography, and a relevant higher degree. 
Adviser positions will require experience of managing other 
professionals. Some posts will require special language 





SOCIAL DEVELOPMENT ADVISERS 
ASSISTANT SOCIAL DEVELOPMENT 


ADVISERS 


capabilities and regional or issues-based knowledge. Substantial 
field research experience, gained either as a part of a higher 
degree or from working in a relevant position is also 

essential - we will be looking for a minimum of two years 
overseas experience for Assistant Adviser posts and considerably 
more for Advisers. 

You should be able to: apply skills in social analysis; demonstrate 
critical thinking and judgement; show creative thinking and 
innovation; have social awareness and commitment; 
demonstrate capacity for facilitation and consultation; 
negotiate, influence and achieve results; network and 
co-operate and be good at managing and supporting others. 
TERMS OF APPOINTMENT 

The Social Development Adviser posts offer a starting salary in 
the range of £33,882 to £48,252 (pensionable), depending on 
experience. 

The Assistant Social Development Adviser posts offer a starting 
salary in the range of £26,296 to £31,915 (pensionable), 
depending on experience. 

You will become a member of the Principal Civil Service Pension 
Scheme. London based appointments may be eligible to receive 
a relocation grant of up to £4,000. Overseas appointments will 
attract additional benefits, including variable tax free overseas 
allowances and fare paid leave passages. 

New appointments will be subject to a 10 month probationary 
period. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 

The closing date for applications is 5 February 2001. 


Application forms can be obtained, quoting reference AH375/4/PR/TE clearly on your envelope, from: The Department 
for International Development, Abercrombie House, Room AH375/4, Eaglesham Road, East Kilbride G75 8EA or 






The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


assistance 





Offshore Companies, 


Banks, Trusts, Foundations, 


Bank A/Cs 


www.GLOBAL-MONEY.com 






GIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BG, CANADA, V6C 1T2 
‘TEL: (604) 669 0389 FAX: (604) 669 3985 
www.oiccanads.com passport@infoserve.net 
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telephone 01355 843384 (answerphone) or e-mail: HROD4a1@dfid.gov.uk —http://www.dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
oncentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middie income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 












APPOINTMENTS 








The Global Crop Protection Federation (GCPF) represents the global agriculture life science industry. It leads a network of 75 regional and national 
associations and their member companies such as Aventis CropScience, BASF, Bayer, Dow AgroSciences, DuPont, FMC, Monsanto, Sumitomo and Syngenta. 
GCPF's primary dialogue partners include international organisations involved in global policy matters related to agriculture, food, trade, industry, 
health and the environment such as FAO, WHO, UNEP, OECD, the World Bank and WTO. 

The federation is currently undergoing a major change. The new global federation, whilst continuing its international activities in relation to 
agrochemicals, will develop international representation activities in agricultural biotechnology, increase its focus on communication and societal 
issues, and strengthen its stewardship and sustainability profile. 

To lead this change, the federation is developing a whole new team of professionals. The core characteristics of the team members should be 

vision and intellectual excellence. The success of the federation will depend not only on teamwork and information sharing, but also on individuals 
demonstrating political sensitivity and empathy towards the federation’s stakeholders. 


GCPF now has vacancies for two talented (m/f) individuals: 


Manager - Global Political Affairs & Society Issues 


This Brussels-based position will carry responsibility for the development of the industry's understanding of globalisation and the issues of concern to 
society. In particular, the role will involve: * Preparing industry for dialogue on these matters • Liaison with international organisations and NGOs, and 
representing the federation on these issues Ħ Coordinating the relationship between the agricultural industry and society * Development of a monitoring 
system on societal issues * Developing industry strategies for a positive culture among member companies regarding public sensitivities. 


This person will report to the Director General. Successful candidates will have had at least 5 years of proven success with the strategic management 
of societal issues related to food, agriculture technology, and risk perception. A relevant degree in e.g. social science, philosophy, history, law or 
political economy is essential, as is the ability to motivate a diverse group of people in associations and companies on a global scale. 

A sound understanding and interest in the political and societal issues related to agriculture and food is necessary for this high-profile role. Experience 
of dealing with senior members of relevant governmental and non-governmental organisations around the world would be useful. Fluent written and 
spoken English is mandatory, while other languages would be a distinct advantage. Must be willing to travel internationally. 


Leader - Regional Technology Centre on Safe Use, 
Stewardship and Sustainable Agriculture 
(Africa, location to be agreed) 


This individual will manage the federation's activities in Africa and the Middle East related to training on "Safe Use" of agrochemicals, stewardship and 
sustainable agriculture. In particular, the role will involve: * Promoting and managing similar activities/projects in other African and Middle East countries 

+ Operating a modern and effective information service to national associations and interested third parties * Developing the funding of extra initiatives 

* Co-ordinating training at rural smallholdings * Co-operating with governments regarding stewardship and training * Budgetary and accounts supervision. 
Reporting to the Chairman of the Africa/Middle East Working Group, the successful candidate will have at least 5 years of experience in project 
management and agricultural training in Africa and preferably also in the Middle East. 

A recognised university degree in agriculture or a related discipline is an essential requirement, as is the ability to motivate a diverse group of people 
ranging from rural farm workers to senior government officials in various African and Middle Eastern countries. 

A sound understanding of and interest in the political and societal issues related to agriculture are necessary for this 

responsible position. Computer literacy and familiarity with all forms of electronic communication are essential, as is fluency Global 
in written and spoken English. Knowledge of French and/or Arabic would be a significant advantage. The ideal candidate 
must be willing to travel extensively in the Africa/Middle East region. G ro 



















All of these positions offer an attractive compensation package related to experience and qualifications. Interested P rote ct i on 
candidates should send their CV and a covering letter to: Director General, Global Crop Protection Federation, 
avenue Louise 143, B-1050 Brussels. Tel.: +32 2 542 04 10. Fax: +32 2 542 04 19. E-mail: gcpf@ pophost.eunet.be 





Federation 





TRAVEL BUSINESS OPPORTUNITIES 


f y= 
/ The world-renowned Consultants Institute is now 
f O A he opening extensions throughout the world and in all 50 United States. Exclusive 
mas E = sahure Directorships are being offered to qualified entrepreneurial sales/marketing 
for our superb brochure professionals on a commission basis. Our success orientated distance-learning 


Tel : (Gaa a) course is incomparable. 
020 7272 5469 Write to: TCI, Dept. 1, 30466 Prince William St., Princess Anne, MD 21853 
P 
Fax: (+44) 020 7272 6184 U.S.A., or FAX (410) 651-4885 or e-mail: thetci@shore.intercom.net 


www.tuscanynow.com 
brochure@tuscanynow.com 





FFSHORE COMPANIES 
BUSINESS & edi O C Financing Worldwide 
y made companies 
PERSONAL * Full corporate administration i ron 
remem | tradd ete -shipoing) $10 mill. To $5 bill. & up. 









* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 






Acquisitions Mortgage Corporation 


A special collection of 
215-343-9180, 


exquisite villas with private 
“pools on the Cote d’Azur, 
St Tropez & Provence. 
Chef, maid, babysitter available. 


EURO CURRENCY SEMINAR 


Offshore seminar on banking solutions 
for the exchange of European currencies 
to EURO, more info and reservations at: 


Fax 215-343-5969 
3146 Bristol Rd. 
Warrington, 


& company brochure 


NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 


http://www.offshore-seminar.com Road, T.S.T., Kowl H 
www. -villas.co. ‘oad, T.S.T., Kowloon, Hong Kong PA, USA 18976 
0 142 2 870055 Panama, March 14-16, 2001 E-mail:nacs@nacs.com.hk 
4 fe D7 21393 Tel: (852) 2724 1223 www.amcfinance.com 





Limited number of participants allowed 





Fax: (852) 2722 4373 
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The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed ails ional firm. 


tactics , 


APPOINTMENTS 


Developing 


world, 


developing your 


prospects, 


www.plan-international.org 


JNOMIST JANUARY ISTH ZOOR 


LONDON: 

90-100 Sydney St., Chelsea, 
London SW3 BNE 
DUBLIN: 

27-29 Lower Pembroke St. 
Dublin 2, Ireland 


Dedicated to supporting the world’s poorest 
children, PLAN International delivers 
programs in 43 of the worid’s least developed 
countries. We're a non-political organisation, 
without religious affiliations and our basic 
foundation is child sponsorship. Investing over 
$300m each year, we enable communities to 
improve their children’s lives - their health, 
their education, their environment, and with 
it, their future. 

Our achievements to date are 
considerable, but to build on them we need 
people who not only share our commitment, 
but whose dynamism and talents can equal 
those of our existing teams. As experienced, 
senior professionals, you'll thrive in a 
multicultural, challenging environment, 
and your passion about delivering sustainable 
programs will help deprived children. 

If we're talking about you, and you can 
also offer a flair for leadership and strategic 
management, plus the ability to build effective 
teams and networks, then why not consider 
the following posts? 


Country Directors 

These are pivotal roles, in which you'll 
provide overall leadership and strategic 
direction to country operations. 


Program Support Managers 
These key positions will see you providing 
professional leadership on the design, 
implementation, monitoring and evaluation 
of programs. 


Operations Support 
Managers 

These are also key positions, in which you'll 
maintain the highest possible administrative 
standards and provide financial management 
and direction. 


PLAN 


LONDON: Janson Lotery B. S (Hons) DUBLIN: Peter Murphy B. Sai (Hons) 


Tek +44 (0) 20 7952 2274 
Fax +44 (8) 20 7795 0016 
E-mail: Janson@scigroup.com 


Tel +353 (0) 1 662 1388 
Fax: +353 (0) 1 662 1554 
E-mail: pmurphy@scfintl jolie 


in addition to the skills outlined, all 
posts require a degree (or equivalent), six 
years’ work experience at management level 
and four years’ international experience 
outside your country of origin - you must be 
able to demonstrate the relevance of your 
previous experience to the work of PLAN. 
Fluency is English is essential, whilst fluency in 
French and/or Spanish would be an advantage. 

if you meet our criteria, please submit 
a CV with a covering letter, explaining how 
your previous management and international 
experience meet the requirements of the 
role to: Scott Edgar Response, 75 Farringdon 
Road, London ECIM 3PH, United Kingdom, 
Fax: +44 207 831 5459, Tel: +44 207 269 1401, 
Email: plan@segroup.co.uk 
Please note that all applications must be 
in English, and that any attachments sent 
with e-mailed applications must be sent in 
Microsoft Office Word6.We regret that 
we will be unable to consider any 
applications received with missing or 
unreadable attachments. 

The closing date for receipt of 
applications is 9 February 2001, 
and interviews will be held between 
2-12 April in the UK. 

We would expect successful 
applicants to take up their posts during 
Summer 2001. 

For more information about PLAN 
and for job descriptions for these roles 
please see our website. 


INTERNATIONAL 


PLAN is committed to achieving lasting improvements in the lives of poor children. 
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www.NANTGWR.COM 


NATIONAL UNIVERSITY 
of SINGAPORE 


Founded 1903 


DEAN, NUS BUSINESS SCHOOL 


= 


The National University of Singapore (NUS) 
nominations for the position of Dean of the NUS Business School. 


invites applications and 


As a premier institution in Asia, NUS is a comprehensive university 
and is regionally and internationally recognized for its educational and 
academic excellence. The NUS Business School has more than 170 
faculty members who are active in research and teaching. A total of 
more than 2,200 students enrol in the School’s undergraduate, masters, 
doctorate, as well as executive masters and education programs. 


The NUS Business School is committed to academic excellence and 
aims to be a world-class institution, building and synergizing on its 
strengths in research, teaching and services to the community. The 
strategic location of Singapore as the education hub in Asia, the 
prestige of NUS and the aggressive support for University education 
by the Singapore government presents the Dean with a challenging 
opportunity to provide leadership in a dynamically growing region. 
The Dean will provide leadership in all aspects of administration 
including strategic planning, strengthening of degree programs, 
support for excellence in research and teaching. The Dean will 
actively work towards enhancing the quality reputation and visibility 
of the School, 

The successful candidate must have an earned doctorate and an 
established research track record with substantive achievements in 
one of the disciplines within the business school. The candidate 
should also have significant administrative experience in a business 
school; possess the ability to manage change in a collegial 
environment; have superior interpersonal and communication skills; 
and interact well with the business community. 

For more information about the business school, please visit its web 
site at: http / /www.fba.nus.edu.sg 


Please send applications or nominations, by 12 February 2001 to: 
Chair, Dean Search Committee, Office of the Deputy-Vice 
Chancellor (Academic Affairs), University Hall, National 
University of Singapore, 10 Kent Ridge Crescent, 
Singapore 119260, Singapore. 








INSEAD 





THE SANOFI-SYNTHELABO CHAIR 
IN HEALTHCARE AND 
PHARMACEUTICAL MARKETING 


INSEAD is inviting applications and nominations for its Sanofi- 
Synthelabo Chair in Healthcare and Pharmaceutical Marketing, 

The school is looking for an outstanding academic in this field with a 
strong record of published research or potential for such record. The 
chair holder will help develop the research and education activities that 
will position INSEAD at the leading edge of management thinking 
worldwide in this increasingly important area. 

INSEAD is a leading international business school with a campus in 
Europe near Paris, France and.a campus in Asia (Singapore). The 
school counts 135 full-time Faculty members representing 25 
nationalities and attracts from all around the world 700 MBAs and 
6000 executives annually to. its two campuses, The campus in 
Singapore opened in 2000 with the MBAand Executive Education 
Programmes. Faculty can opt to reside on either campus. The working 


language is English. 


INSEAD offers also a PhD programme with 52 students enrolled in a 


four year programme. 


Applications should include a curriculum vitae and the names and full 
addresses of at least three referees. Application, nominations or 
requests for more information should be sent to: 

Professor Hubert Gatignon, Dean of Faculty at INSEAD, 

Boulevard de Constance, 77305 Fontainebleau Cedex, France. 


INSEAD is a non-profit association and does not discriminate 
on the basis of race, religion national origin or gender. 
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Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending mane, 
incurring any expense or entering into & 
binding commitment in relation 10 an 
advertisement, The Economist Newspaper 
Limited shall net be liable to any person far 
lass or damage incurredor suffered as a 
result of his/her accepting or offering to 
accept an pwitation contained in any 
advertisement in the Economist. 





The | 
Economist 


TO ADVERTISE WITHIN 
THE CLASSIFIED 
SECTION, 
CONTACT: 


Mona Von Rahden 
Frankfurt 
Tel: (4969) 975 87212 
Fax: (4969) 975 87221 
Email: 
monavonrahden@economist.com 


Nathalie Henault 
Paris 
Tel: (33-1) 5393 6604 
Fax: (33-1) 4289 1052 
Email: 
nathalichenault@economist.com 
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OFFSHORE 
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TAX-FREE 


Companies world-wide 

















Formation and administration of 


companies, opening of bank accounts r] 





LONDON d 
LAVECO Ltd. H 
Tel: +44-207-556-0900 [ j 





Tel.: +36-1-217-96-81 
fl 


[7-44-14 







ROMANIA 
Tel: 440-92-326-329, 
Fax: +40-1-313-7177 Fd 
E-mail: romania@laveco.com ° 
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CYPRU! 
Tels +357-4-636-919 
Fax: +357-4-636-920 E 
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Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve SOVEREIGN 


savings in tax. We provide a full range of onshore 


VISIT OUR WEBSITE: 
and offshore services designed to save tax for SovereignGroup.com 


you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 


value of your assets. 


business & personal 
tax solutions 


HONG KONG: Stuart Stobie U.K.: Simon Denton 

Tel +852 2542 1177 Tel +44 (0)20 7479 7070 
Fax +852 2545 0550 Fax +44 (0)20 7439 4436 
hk @ SovereignGroup.com uk@SovereignGroup.com 


U.S.A.: William H. Byrnes 
Tel +1 (305) 474 2468 
Fax +1 (305) 474 2469 


le of Man, Japan, M 





usa @ SovereignGroup.com 
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TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 
Will Wilkinson, London 


Tel: (44-20) 7830 7000 Fax: (44-20) 7830 7111 
Email: willwilkinson @ economist.com 


Stephen Welch, New York 
Tel: (1-212) 541 5730 Fax: (1-212) 247 1325 
Email: stephenwelch @ economist.com 








Laurence James, Hong Kong 
Tel: (852) 2585 3232 Fax: (852) 2598 1677 
Email: laurencejames @ economist.com 
































International Calls Cost Up To 
85% Less In the New World. 


f you re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 85% on all international calls 


To the U.S. and U.K, satrue callback innovator, New World 


rom aan tis provides state-of-the-art voice communica 








Singapore 18¢ tions and the lowest possible rates for all 
Malaysia 26¢ international calls originating outside the 
Hong Kong 17¢ United States through callback 

Argentina 30¢ Now you can call anywhere in the world 
Argentina-B.A. 23¢ at amazingly low rates, Perfect for home 
Brazil 29¢ office, hotel, fax, or cellular phones. Call 
Brazil-Sau Paulo = 13 today and be calling globally at 85% less 
Australia 13¢ the day after tomorrow! 


Call Today! 1-973-438-1800 


1402 Teaneck Road, Suite 114 
j Teaneck, New Jersey, USA 07666 
New Mort x: 1-201-287-8428 
telecommunications  Help@cust.newworldtele.com 
www.newworldtele.com 


© 2000 New World Telecommunications. New World is a trademark of New World Telecommunications. All rights reserved 
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DAYBAG DOUBLES AS LAPTOP BAG 


Lettersize, A4, and Legalsize. $650 to $695. 

Includes Glaser Insiders divider and detachable, adjustable 
shoulder strap. Milled black, textured walnut, milled walnut, 
or natural leather. 


Please call for our free catalog. Toll free 800.234.1075. 
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7 


GLASER DESIGNS f% 


— ~ 7 
[RAVEL Goops MAKERS ane 


32 OTIS ST. SAN FRANCISCO, CA 94103 PHONE 415.552.3188 
FAX 415.431.3999 ECON@GLASERDESIGNS.COM 


LONDON - Jon Dixon 

Tel: +44 20 7317 0650 

Fax: +44 20 7317 0651 
LUXEMBOURG - Eveline Karls 
Tel: +352 224 286 

Fax: +352 224 287 

FINLAND - Jenny Kumpulainen 
Tel: +358 9 6969 2569 

Fax: +358 9 6969 2565 
HUNGARY - Laszlo Kiss Bsc (Econ) 
Tel: +36 1 351 9959 

Fax: +36 1 351 9958 

CYPRUS - Anastasia Yiannakou moa 
Tel: +357 2 673 211 

Fax: +357 2 673 463 

MADEIRA - D Fiske De Gouveia 
BSc. MBA, MSI, MM CIA LDA 

Tel: +351 291 201700 

Fax: +351 291 227144 
SINGAPORE - Florence Nathan Acis 
Tel: +65 535 3382 

Fax: +65 §35 3991 

FOR OUR 110 PAGE COLOUR BROCHURE A HONG KONG - Raymond Choi 
CW Forster (Director) 3 MBA MUA (Dip) 


Tel: +852 25220172 
WA. 


ALL MAJOR “oie Fax: +852 25211190 
CREDIT CARDS 7 USA AICS Ltd - Kevin Mirecki 

WORLD WIDE 

Grosvenor Court, 


ACCEPTED Tet: +1 714 979 3344 
Isle of Man, IM8 


Fax: +1 714.979 3300 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
E-mail: economist@ocra.com 





Freephone From UK: 


0800 269900 
Freephone From USA: 


1 800 283 4444 


www.o0ocra.com 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 





























| of their predictions for economic growth, 


ECONOMIC INDICATORS _ 








OUTPUT, DEMAND AND JOBS German industrial production rose by 0.4% in November, 

making a12-month increase of 4.9%. In December the unemployment rate fell in Germany and 

in Canada, to 9.2% and 6.8% respectively, but it remained at 4.0% in the United States. Retail sales 
| in the euro area grew by only 1.0% in the year to October, down from 3.3% a month earlier. 





































































































% change at annual rate The Economist poll industrial Retail sales Unemployment 
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PRICES AND WAGES American workers had a pay increase of 4.2% in the year to December,a 
real rise of 0.8%. Producer prices in the euro area rose by 0.2% in November; the 12-month rate of 
increase slowed to 6.3%. In the same period, Canadian producer prices rose by 0.6%, to give an 


annual rise of 5.2%. Danish consumer-price inflation slowed to 2.4%in December. 


% change at annual rate The Economist poll 










































































Consumer prices* consumer prices forecast Producer prices* Wages/earnings _ 
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| from record levels in 1998 to a 15-year low of | 


| quota is expected to rise to 2.1m tonnes this 








__ The COMMODITY PRICE INDEX 
In a bid to boost palm-oil prices, 
Malaysia will cut its output by 500,000 
tonnes this year. With stocks at their high- 
est ever, prices have fallen by two-thirds: 


$250 a tonne. In 2000 Malaysia produced a 
record 10.6m tonnes of palm oil, half the 
world’s output, but consumed less than 2m 
tonnes. The country will replant ageing 
trees and reduce the use of fertiliser, despite 
the risk of losing market share to Indonesia, 
the second-biggest producer. Prices could 
pick up in the first quarter when the trees 
usually produce fewer fruits. Import duties 
in Pakistan, a big buyer of palm oil, will not 
rise until February; and China’s import 





year, up from 1.5m tonnes in 2000. 
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m ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 








inflation and current-account balances for 








15 countries and for the euro area. The table 





also shows the highest and lowest forecasts 





for growth. The previous month’s forecasts, 








where different, are shown in brackets. This 
month our forecasters have slashed their 














estimates for American growth in 2001, 





from 3.0% in December to 2.3% now. A 





slowdown in the American economy is ex- 
pected to curb expansion elsewhere. 
Growth forecasts have been cut in 14 of the 
15 countries, with only Britain escaping un- 














scathed. The euro area is now expected to 
grow by 2.7%. Japan will remain the most 
sluggish economy, growing by = L 6% 
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yielding corporate bonds coming on to the market. Dealers also took profits after last week’s 
tally. The 30-year Treasury bond yield rose to 5.49%, but itis still close toa two-year low. 
interest rates % p.a. (Jan 10th 2001) 
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MONEY AND INTEREST RATES American Treasury bonds fell as demand shifted to high- | 





f Lazard 


| | Lehman Brothe: 








@ MERGERS AND ACQUISITIONS Advis- 
| ing companies how to be bought or sold 
was yet again a splendid source of profits 
| for investment banks in 2000. The current 
king of maa is Morgan Stanley Dean Witter, 
| up from third place in 1999. Among deals | 
worth over $1 trillion, mspw advised the 
| seller—the main financial winner more of- 
ten than not, given how often mergers go 
| wrong—in last year’s two biggest transact- 
| ions: aox’s purchase of Time Warner and | 
Glaxo Wellcome’s purchase of SmithKline | 
Beecham. Merrill Lynch plunged from sec- 

ond place to sixth, threatening its place in | 
| the investment-banking lite’s “bulge 
bracket”. J.P. Morgan and Chase Manhattan | 
jumped to fifth place, not least by advising | 
| themselves to merge with each other. l 

























1P. Morgan Chase 
Merrill Lynch 












UBS Warburg 





Rothschild 































Germany’s visible-trade surplus narrowed to $2.2 billion in November; its 12-month surplus shrank to $52.7 billion. The euro area’s trade sur- 





it fell by 1.4%. 












___ Trade balance*, $bn __Exchange rate 
latest latest 12 ‘Sbn i trade-weighted? 
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Mac index offers a light-hearted guide to 
whether currencies are at their correct lev- 
els, according to the notion of “purchasing- 
power parity”. Under ppp, exchange rates 


ket of goods and services across all coun- 
tries; the Big Mac prr is the exchange rate at 
which hamburgers would cost the same in 


emerging-market currencies, the euro, ster- 
ling and the yen against the dollar. Dividing 
the price, in shekels, of a Big Mac in Israel by 
the price, in dollars, ofan American Big Mac 
produces a Big Mac ppp of 5.68 shekels to the 
dollar. Since the market rate is 4.13, this sug- 
gests the shekel is 38% overvalued. At the 
| other extreme, the Philippine pesois almost 
60% undervalued: the market rate is 51 to the 
dollar, against a Big Mac per of 21. After its 
recent recovery, the euro is now only 4% 
undervalued. The yen is close to its Big Mac 
mark. But sterling is 17% overvalued. 











@ BURGERNOMICS The Economist's Big | 
| 8% for the first time in 2000. Argentina’s economy recorded no growth in the 12 months to the 


should adjust to equalise the price of a bas- | 


America-as in other countries. The chart | 
shows the under- or overvaluation of | 


EMERGING-MA 





T INDICATORS 








ECONOMY China’s cpr growth slowed to 7.4% in the year to the fourth quarter, falling below 


third quarter. In December, the annual inflation rate edged up to 9.0% in Mexico. Russia’s cur- 
rent-account surplus widened to $43.8 billion in the year to the end of the third quarter. 





















































































































































































































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, Sbn 
{ “GDP industrial Consumer Frade Current “Latest Year ago | 
| production prices balance account i 
China + 74 04 +10.6 Nov + 13 Nw 160.1 sep. 1547 
Hong Kong  +104o - 0.1 @ vov ~ a nw O21 O 
india +7208 +6604 “35.5 No | 
indonesia + 5.1 03 +38.4 gat i | 
Malaysia +7703 +111 Nov 
Philippines + 48 03 +21.0 oa | 
| Singapore +104 @ +17.1 Now | 
| South Korea + 9.2 03 + 64 Now 
| Taiwan + 660 + 1.6 Nov 1.7 dec | 
Thailand +2603. ~- 2.0 Nov 1.3 Dec | 
Argentina __ Ma - 46 Nov = 07e 23.3 oa 22.4 | 
Brazil + 45 03 + 49 Nov + 5.5 Nov | 
| Che — +580  +520oa + 47 Nw 
Colombia + 31 @ +10.3 ot + Dec 
Mexico +718 +730 + | 
Peru ~ + 0.2 Oe + 08 0a" + 
Venezuela PEE na + | 
Egypt + 6.5 2000t + 9.4 z000? + | 
| israel _+ 7.3 %8 +160% + 
ae | South Africa + 45 a + 3.6 Nov + 
Turkey + 74.93 410.5 Nw + 
Czech Republic + 220 +900 + 4 
Hungary att 4.6.03 +13.3 Nov + 10.6 Nov . 
Poland +52Q@ +7200 + 93M oa 11.6 o 26.1, 248 
Russia S79 + 76 Nw + 198 No +573 0a +438 03 23 0 7. 
“Excluding gold, except Singapore, IMF definition t1999. tYear ending June. **New series 
| FINANCIAL MARKETS Istanbul soared by 26.3% as lower interest rates and plans to reform 
| the banks boosted the market out of its crisis-induced slump of late last year. Moscow gained 
| 181%, thanks largely to strong foreign investment. Speculation over merger activity among 
| banks,and continued buying of electronics shares, helped Taipei to rise by 11.1%. 
| Currency units n % change on ; 
pers perf s Jan 10th “Dec 31st 1999 
Jan 10th yearago Jani0th  %p.a. one iniocal——in$S 
week currency terms 
China 8.28 8.28 123 5.40 "2,248.3 + Ol + 548 + 549 
Hong Kong 7:80 7.78 14.6 5 
india 46.6 435 65s 87S 
indonesia 9,538 7,210 14,214 
| Malaysia 3.80 3.80 5.66 
| Philippines 51.1 40.6 76.2 
Singapore 173 167 258. 
South Korea 1,270 1,144 7.893 
Taiwan ~ 327 307 48.7 
Thailand ai 375. 643 __ 
Argentina 1.00 1,00 149 
Brazil iB 2.30 
Chile "574 520 855 
| Colombia "2230 1,905 3,323 
Mexico ~ 983 954 14.6 
Peru 352 352 ã 5.2 
Venezuela 699 652 1,041 13.54 E 
Egypt _ 386 342 5S 309 73274 | 
israel 412 412 614 5.93 457.7 | 
South Africa 791 6.07 118 10.45 85144 + 50 
Turkey 669,190 540,550 997.294. 4600 11.5400 +263 
Czech Republic 37.3 35.0 55.6 i 
| Hungary 282 248 a20 | 
Poland 4.44 4.07 6.17 H 
| Russia 28.4 28.8 a24 25.00 15471 i 
*inflation-adjusted. Čin dollar terms. | 
Sources: National stabstics offices, central banks and stock exchanges; Thomson Financial Datastrearn, EIU, Reuters, Warburg Dillon Read; J.P Morgan, | 
Hong Kong Monetary Authority, Centre for Monitoring indian Economy; FIEL; EFG—Hermes; Bank Leumi Le-israel, Standard Bank Group, Garanti Bank, | 
Deutsche Bank; Russian Economic Trends. 
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The market is awash in capital. 
It flows in your direction as 
long as your need can be met 
with standard products. If not, 
the conventional markets stop 
the flow. 


Enter Centre. 


When conventional sources 

of risk capital are stymied, we 
make deals happen. Helping 
companies obtain financing 
through unique forms of credit 
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cO While the world may be getting smaller, its challenges clearly aren’t. That's why it’s 
reassuring to Know some people have your best interests in mind, People who eat, sleep and 


breathe your business. So when you talk about your company’s Internet needs, they understand 








every word you say, Fujitsu is the 
THE INTERNET CAN PUT YOU IN TOUCH 
WITH MILLIONS OF CUSTOMERS 
world’s third largest IT services AROUND THE GLOBE. 


THEN WHY DO YOU FEEL SO ALONE? 


company* - a US$50_ billion 





provider of IF and telecommunications products and services. With 60,000 IT support and 
service professionals and operations in over 100 countries, we're anything but distant. We get to 
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that, wherever the Internet takes your business, there will be someone right by your side? 
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FUJITSU 
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www.fujitsu.com 
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our global network, clients leverage insight, professional experience and executional expertise: 


So wherever your company may be in the business life cycle, log on with Goldman Sachs. oldman 
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www.gs.com 
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Great age 


Sir—-You dismiss life extension 
for “seen-it-all-before, weary 
crumblies” (“Who wants to live 
for ever?”, December 23rd). So 
overachievers and the handi- 
capped should die young because 
they have either seen it all or are 
physically weary? Social accep- 
tance changes over time. Cicero, 
whom you quote, surely thought 
50 years of life good enough. To- 
day, everyone hopes for 70 years. 
In the future, society may accept 
150 Or 500 years. 

Just as we seek alternative fu- 
els rather than banning cars, we 
need alternatives to handling 
population growth rather than 
pretending nobody wants longer 
life. The vast majority of the el- 
derly choose life over death, even 
when it requires expensive and 
invasive medicine. Young people 
should support life extension 
rather than waxing poetic about a 
choice they have never faced. 
Cambridge, JONATHAN 
Massachusetts MONSARRAT 


Sin—You overlook the fact that 
the genetic manipulations re- 
quired to lengthen life could well 
be accompanied by the capacity 
to improve intelligence and mem- 
ory greatly. With proportionately 
fewer young people in the popu- 
lation we could afford to educate 
all citizens more widely and 
deeply to be better at processing 
information, rejecting bad leader- 
ship and at responding logically 
to circumstances. The acquisition 
of scientific knowledge and the 
rate of technical progress should 


increase by leaps and bounds. 
People would then be more in- 
clined to act with a long-term 


view, more careful to avoid ex- 


hausting . non-replaceable re- 
sources, more ingenious at adapt- 
ing to the physical and social 
environment, and more willing to 
invest in the survival of the hu- 
man species. We would cease to 
be short-run maximisers who ig- 
nore long-run consequences. De- 
generation and death is such a 
waste of human talent. 





Metuchen, ROBERT 
New Jersey LIGHTBOURNE 

OREA E ii cnet a 
Men of steel 


Sir—You are correct to advocate 
mergers in. the steel industry in 
response to worldwide overca- 
pacity, but you underestimate the 
difficulty (“Meltdown”, January 
6th). Overvalued assets make sell- 
ers reluctant to take write-offs, 
and low prices (and hence low 
profits) mean buyers have insuffi- 
cient strength to purchase in or- 
der to rationalise. 

In an industry driven by cpp 
growth, process and product im- 
provement amount to 1.5-2.5% in 
growth forgone each year, leaving 
little for real growth. A worldwide 
market where nearly 40% of pro- 
duction is traded internationally 
means that imbalances anywhere 
affect the rest of the world, a pro- 
cess aggravated by exchange-rate 
distortions. Synergies between 
plants offer much more signifi- 
cant savings than any elimination 
of non-production expenses but 
are difficult to achieve. Alterna- 
tively, lower costs can only be 
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achieved with new investment 
but low profits make this very 
difficult to finance. Steel manag- 
ers have an unenviable task in 
dealing with these problems, and 
however misguided some may 
consider it, recourse to political 
help is bound to be one of their 





responses. 

London MARTIN FLASH 
sii ene a 

Russia's Bible 


Sin—The Russian translation of 
the Bible that you describe as “a 
very lightly updated version of 
the one in use before the revolu- 
tion” was prepared in the 
mid-s9th century by leading ex- 
perts in Hebrew and Greek (“Not 
spreading the faith”, December 
23rd), It has been in use since then 
not because scholars in this field 
were wiped out under commu- 
nism, but largely because 19th- 
century Russian is virtually the 
same as today’s so it needs no 
substantial updates. 

Like any other translation, it 
can of course be debated—and it 
is. However, it has become part of 
Russian culture and what else 
would one require from a good 
translation? Old Church Slavonic 
is another story; most liturgical 
books, books of prayers in par- 
ticular, are indeed written in it. 
But no authority forces you to 
cram Old Church Slavonic pray- 
ers. Everybody speaks to God in 





his own way. 

Wetteren, 

Belgium VALERY VOTRIN 
sian = i a 

Bush’s supply-siders 


Sir—iIn your analysis of George 
Bush’s cabinet (“By George”, Jan- 
uary 6th) you make a comment 
which surprises me, to wit: “with 
the exception of Lawrence Lind- 
sey, a former Fed governor and 
now chief economic adviser to 
Mr Bush, there is hardly a supply- 
sider in the bunch.” A quick 
search on the Internet turned up 
many references to Dick Cheney's 
exposure to supply-side econom- 
ics. The most interesting one was 
by Jude Wanniski who claims 
that Arthur Laffer drew the origi- 
nal Laffer curve in 1975 to explain 
the benefits of a tax cut to Mr 
Cheney. 





tainly in an influential position. 
Of course, Mr Bush is also a sup- 
ply-sider, evidenced by his stated 
tax policy and his choice of Mr 
Lindsey. It is fair to say that this is 
an established position of the fu- 
ture Bush administration. 





Peoria, 

Minois JEFFRY SMITH ` 
porte er nc | 
Theodor the baptist 


Sir—Your article on Altneuland 
(“Dreaming of Altneuland”, De- 
cember 23rd) omits the story be- 
hind Theodor Herzl’s concept of a 
Jewish state. This was not his ini- 
tial solution to the “Jewish pro- 
blem”. Covering the Dreyfus trial 
for his Viennese newspaper, he 
was shocked by the anti-Semi- 
tism he found in Paris. He con- 
cluded that the only solution was 
to unite Jewry with Christianity 
by a mass baptism, and to this 
end he planned to lead a march 
of all the Jews in Austria to the 
Cathedral of St Stephen in Vi- 
enna. It was only when he recog- 
nised the infeasibility of this plan 
that he put forward the alterna- 
tive idea of a Jewish state. 
London JEFFREY PIKE’ 


— . a 





Grave news 


Sin—The verse that puzzled your 
epitaphologist (“The inevitable 
hour”, December 23rd): 
We dance round in a ring and sup- 
pose 
But the secret sits in the middle and 
knows 
is one of Robert Frost’s stray, 
whimsical couplets. 
Brattleboro, 


Vermont Curistina GIBBONS™ 


Sir—The epitaph, “a Woodman 
of the World”, that baffled you so, 
simply means that the man be- 
neath it belonged, in livelier days, 
to the Woodmen of the World, a 
fraternal organisation dedicated 
to patriotism and good works. 
Similar epitaphs, frequently 
borne by markers shaped like 
large tree trunks, can be found i 
cemeteries all over the American 
west. I do not know whether the 
Woodmen ever chopped trees, 
but these days they mostly sell 
life insurance. 
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Large, privately held, international conglomerate, operating out of Kuwait City, Kuwait, which is a market leader 
in a number of businesses serving Automotive, Consumer Products, Electronics, Engineered products, Travel and 
Transportation, Advertising and Financial Services in Kuwait and other selected countries. 


THE ROLE 

m Asan integral member of the top management team, 
provide the required leadership to build an effective 
team to plan, organise, direct, co-ordinate and control 
all the group's HR activities. 


Responsibilities include: personnel policy and strategy 
development; manpower and succession planning; 
job compensation (payroll) administration: employee 
performance assessment; organisation development 
and recruitment; employee development and training; 
structuring and staffing of an effective HR function. 


Implement state-of-the-art HR policies to further 
sharpen the competitive edge the company has 
achieved in its markets. 


THE QUALIFICATIONS 


University degree, preferably a Master's from a 
reputable American or European University in 
Management, Public Administration, Human Resources 
or related fields. 


15 years’ generalist HR experience working in the US 
and abroad with strong emphasis on recruitment. Most 
recent experience must have been gained in a senior 
management capacity. 


Very effective communication skills, verbal and written. 
Proven team leader and team player. Knowledge of 
Arabic as well as HR experience in the region would 
be highly valued. 


‘ee ierenenanaetemataintattniineettamennns seem 
Tel: 020 7298 3333 Please reply with full details to: 


Fax: 0207298 3388 | PS SCOS Europe Selector Europe, Ref. 60062-02, 


| 16 Connaught Place, 
Email: SELondon@Selector.org pencer Stuart London W2 2ED 


| Group Chief Operating Officer 


Freeplay, world leader in self-powered energy products that include a range 
of wind-up radios, flashlights and cell phone accessories, requires a Chief 
Operating Officer to assume responsibility for day to day management of the 
Group to liberate the CEO to focus on strategic development and future growth. 


Recently restructured into a developer of energy technologies, Freeplay outsources its manufacturing function and 
partners with leading international brands to bring Freeplay-powered products to market. The new COO will 
be responsible for the worldwide management of these business relationships, which will include driving down 
costs of production, maintaining the highest quality standards and opening new distribution channels. 


Experience in Asian-based manufacturing, and in distribution in developing and developed markets, will be 
important. The position also requires exceptional management, leadership and motivational skills, as well as 
detailed experience of both the marketing and finance functions. In addition, the successful candidate will be 
expected to contribute to Group strategic and technology planning. 


Reporting directly to the Group CEO, the incumbent will be based at Freeplay’s head office in central 
London and travel extensively. Remuneration will reflect the calibre and experience of the 
outstanding individual we seek. 


Please apply in strict confidence to Debby Scheepers, personal assistant to the 
co-chairman and Group CEO, at debby@freeplay.co.za or fax +27 (0)21 794 8053 FREEPLAY ENERGY 
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Central Bank of Chile 


enior Economists for the Research Division and 
Office of the Chief Economist 


e 


‘The Research Division and Office of the Chief Economist is expanding its staff of 
highly qualified economists graduated from first-rate universities in the following three 
units. 


The Economic Research Unit (BR) conducts analytical and empirical research on a 
broad set of issues of relevance oriented to emerging economies in general and Chile 
in particular, in the fields of macroeconomics, monetary policy, international finance, 
and development. 


The Macroeconomic Analysis Unit (MA) assists the Bank in policy analysis and 
economic forecasting, coordination and preparation of the Monetary Policy Report, 
and mode! development. Hs economists conduct research and economic analysis aimed 
at improving the design, implementation and transparency of monetary policy. 


The Information and Statistical Research Unit (ISR) is responsible for the elaboration 
of the Chilean National Accounts and Balance of Payments statistics, updates statistical 
methods, conducts research, and reports on the evolution of domestic activity and 
external sector indicators. 














Qualifications of Applicants: 


* Ph.D. in economics with specialization in suitable fields is required for ER and 
MA units, and is desirable for the ISRunit. 


« — Strong theoretical training and proven empirical capabilities (ER, MA) and 
experience in national accounts and/or Balance of Payments statistics (ISR). 


¢ — Strong teamwork and communication skills. 
* Fluent command of Spanish and English. 


* A strong publication record is desirable (ER, MA). 





Salaries and non-salary benefits are internationally competitive. Applications should 
include a recent CV and references, as well as copies of published or unpublished 
papers. Applications should be addressed in English or Spanish to Divisién Estudios, 
Banco Central de Chile, Agustinas 1180, Tercer Piso, Santiago, CHILE, and should 
reach us by February 15, 2001. Applications will be handled under strict confidentiality 
and will not be returned. 


The United Nations Development Programme - Global Environment Facility (UNDP-GEF) is pleased to 
announce the following vacancy 


Title: UNDP-GEF Regional Coordinator on Energy and 
Climate Change, Latin America and the Caribbean Region 
Duty Station: RBLAC Regional Office, Mexico City 
Duration: 12 months (renewable) 
Closing Date: 28 February 2001 


Duties and Responsibilities: 


Ta conseltation with the UNDP Country Offices. UNDP Regional Bureau for Latin America and the Caribbean region 
(RBLAC), and the UNDP-GEF Core Unit, the Regional Coordinator on Energy and Chinate Change will be 
responsible for supervising. monitoring. and coordinating the development and implementation of all the climate 
vhange-related UNDP-GEF projects within the region, including the following tasks and duties: 


to supervise and coordinate the d fall the UNDP-GEF climate change projects within the region, 
to identify and supervise the work ants hive: st the Countries in project formation: 
jo review and evaluate all UINDP-G) imate change pr submissions from the region: 

country af asd national proponents in identifying and developing GEF-cligible 


to provide advice on the si fic pro ring during the implementation phase of the pro š 

w provide guidance for the x vant Governmet i d other stakeholders to 
finalize the pro 

to represent GEF in the coordination and negotiation or £ ate cha Ges with other relevant 
ongoing or planned ities in the region funded or implemented by othe mplementing Agencies (World 
Bank and UNEP), NGOs, pi sector and other donors and financial institutions (stich as ADB. CAF. 
CABE) þilateral donors), and 10 negotiate on the eventual co ration and cost-sharing in that regard: and 
t monitor and evaluate the ongoing GEF climate change activities within the region, and to ensure that all 
Project Evaluation Reports and Project Implementation Reviews are of an acceptable standard, 








The Regional Coordinator on Energy and Climate Change wilt also be responsible for reviewing other GEF project 
proposals passing through the Regional Support C Office for their basic GEF eligibility. 


Minimum Qualifications and Requirements: 


Economies, Environmental Studies or related field; 
and farili with energy efficiency, renewable energy, energy pricing. 
technologies 
) Inventories. GHG mitigation analysis, and the UN 
hange considered a plus. 
perien: the Latin Amer nd the Caribbean region an advantage, 
amilariy with MS Windows 98. Web browsing and e-mail, 
Superior written and spoken English and Spanish language skills; knowledge of Portuguese considered a plus. 














Qualified and interested applicants may send a cover letter and detailed resume (in duplicate), including references, 
not iater than 28 February 206! to the following address: 

Ms, Maria Hemsy 

UNOPS: 

Division for Environmental Programmes 

The Chrysler Building. 405 Lexington Avenue, 4th Floor, New York NY 10174 

Fax: (212) 487-4044 

Email: mariah @unops.org 


available af hin viworw undp orget 








More information on UNDP-CO 


Please note that: 

ions received after the closing date will not be considered. 
andidates that are shortlisted for interviews will be notified. 
- Qualified female candidates are strongly encouraged to apply. 















n Council is an international, nonprofit, non-governmental 
organization that conducts biomedical, social science, and public health 
research and helps build research capacities in developing countries. 


We seek an experienced social scientist to lead the regional program 
for Gender, Family and Development in West Asia and North Africa. 
Based in Cairo, Egypt, The Program Associate will be responsible for 
development and implementation of research, policy, and technical 
assistance activities, primarily in Egypt, Palestine, Pakistan, and Iran, 
You will also collaborate with regional and international staff involved 
in the Council's broad population research agenda. The successful 
candidate must have excellent analytic and writing skills, a solid 
research and publication record, and substantive knowledge of gender 
and family issues in the West Asia and North Africa region. 


Requires: Ph.D., DrPH. or equivalent in sociology, anthropology. 
demography, political science, health science, or related discipline plus 6 
years’ relevant work experience; or Master's degree in one of these fields 
plus 8 years’ relevant work experience; broad knowledge of gender theo- 
ry & practice, development in the Middle East, policy, & research meth- 
ods; skills and experience in program monitoring & evaluation; 
research experience to include applied knowledge of quantitative and 
qualitative research methodologies, data analysis, & utilization of re- 
search findings; fluency in English & Arabic or other regional language; 
strong writing skills and publication record; experience working with 
interagency coalitions, civil society & women’s groups; ability to manage 
staff & work harmoniously in a multicultural team; experience with 
Microsoft Word, Excel, PowerPoint, SPSS or STATA; willingness to travel. 


Send resume & cover letter referencing Job #83/00 to: Dr. Ibrahim, 
Regional Director, Population Council, P.O. Box 115, Kokki, 12211, 
Giza, Egypt; Fax: 2- 2570 1804; Email: bibrahim@pccairo.org; or: Mr. 
Bilbao, Population Council, One Dag Hammarskjold Plaza, New 
York, NY, 10017; Fax: 212-754-0963; Email: jobs@popcouncil.org 

For complete job description: www.popcouncil.org 


G2 Population Council | sii 


women & minorities. 


Columbia University’s Mailman School of Public Health seeks a Head for 
the Division of Population and Family Health. The Division addresses 
the reproductive and child health conditions that confront communi- 
ties throughout the world, both settled communities and communities 
that have been displaced by political or natural emergencies. The 
Division has a particular interest in the needs of the communities in 
which the school is located, Northern Manhattan. The 33 faculty mem- 
bers span the disciplines of epidemiology, law , medicine, political science, 
program administration, psychology, public health, psychiatry, social 
work and sociology. The Division has over 75 students seeking the MPH 
degree, a large portfolio of research grants and an annual budget in 
excess of 25 million dollars. 


We seek an individual with strong leadership skills who has the ability 
to manage a graduate degree program, a large scale program of basic 
and applied research and a system of direct services to populations in 
need, We seek a candidate with an outstanding record of scholarship and 
demonstrated skill in attracting research funding. Experience in leading 
and administering an academic program and a service delivery system 
are highly desirable. 


Please submit a letter of application and curriculum vitae to Professor 
Bruce Link, Population and Family Health Search Committee Chair, 
Mailman School of Public Health, 600 West 168th Street, PH-18, New 
York, NY 10032 


Columbia University is an equal opportunity/ 
affirmative action employer. 
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The Director-General has launched a process of change within the 
Organization so that it may more effectively respond to the challenges 
of the twenty-first century. To this end, he is building his senior 


Main responsibilities 


Under the authority of the Director-General, the incumbent will be in 
charge of the Bureau of Public Information and will be responsible for 
formulating and implementing UNESCO's communication and 
information strategy. This will involve in particular drafting, in 
conjunction with all the Organization's sectors and services, a 
biennial communication plan; using systematically every occasion to 
publicize the objectives and achievements of UNESCO through key 
messages adapted to the target audience; and analyzing UNESCO's 
image among major target audiences, taking into account different 


Qualifications and Experience 


+ Advanced university degree in communication, public relations or 
journalism, 

e Extensive professional experience in the field of communication in 
major international organizations or corporations. 

+ Demonstrated ability to steer processes of change within large 
institutions of international scope. 

* The incumbent should also possess a broad general culture, 
good knowledge of UNESCO's programme and the United Nations 





Main responsibilities: 


The Bureau of the Budget is one of the central services which 
provides advice to the Director-General on all budgetary matters 
concerning the Organization. Under the authority of the Director- 
General, the Director of the Bureau of the Budget is responsible for 
coordinating the preparation and monitoring of UNESCO's overall 
budget (regular and extrabudgetary sources). This involves in particu- 
lar: preparing budgetary policy and strategy in respect of UNESCO's 
biennial programmes and budgets - in close cooperation with the 
Bureau for Strategic Planning (BSP) responsible for coordinating 
programme matters - as well as drafting budgetary reports for the 
governing bodies; developing appropriate procedures and tools to 
oversee proper budget implementation, including staff costs, within a 


Qualifications and Experience 


* Advanced university degree in business administration, 
economics, finance and/or accountancy; 

Extensive professional experience in an organization within the 
United Nations system in senior executive positions related to 
budget planning and management, or similar experience at the 
national level with a thorough exposure to budget policy-making 
within international organizations: 

Demonstrated ability to steer processes of change within large 
institutions of national or international scope: develop teamwork 


. 


SS 


Applications from qualified women candidates are encouraged, as are applications trom under- or non-represented Member States 


United Nations Educational, Scientific and Cultural Organization 








management team and wishes to recruit suitably qualified persons to 
two key positions at UNESCO Headquarters in Paris, France. 
Applications are therefore invited for the posts of: 






cultural, social and economic contexts, in order to optimize its 
communication activities. The incumbent will also provide support to 
the Director-General in his management of communication and 
propose the requisite training media to develop a genuine 
“communication culture” in the Secretariat. In particular, she/he will 
reinforce cooperation among the Organization's different sectors and 
services in order to ensure that the goals set and approaches used 
are coherent and to develop synergy among UNESCO's various 
means of information and communication, at Headquarters and in the 
field - press, publishing, audiovisual media, periodicals, Web, events 
and public relations. 















system and proven managerial skills; ability to develop teamwork 
and build relations of trust and cooperation with a broad range of 
professional and cultural partners, within and outside the 
Organization; shape and communicate a clear strategic direction, 
and set priorities. 

* Excellent command of English and French ~ the two working 
languages of UNESCO ; ability to communicate effectively and 
persuasively, orally and in writing. Knowledge of Spanish would 
be an asset.; 





































context of delegation of authority, and providing advice and guidance 
to the Directorate in this respect; assisting in the development within 
the Organization of an effective use of results-based budgeting 
methods and in the upgrading of UNESCO's computerized 
information systems, particularly with regard to the budget 
components. In particular, he or she will be responsible tor reinforcing 
cooperation among the Organization's different sectors and services, 
including in the field, in order to ensure that budget policies and 
guidelines are adhered to and successfully implemented. The 
successful candidate will represent the Director-General on the 
commissions of UNESCO's governing bodies dealing with budgetary 
matters. He or she will also participate in high-level task forces and 
working groups as required. 


and build relations of trust and cooperation in a multicultural con- 
text; shape and communicate a clear strategic direction and set 
priorities. 

e Sound analytic capacities and proven managerial skills; 

* Thorough knowledge of modern-day use of information technology 
and its application to computer-driven financial and budget proc- 
esses; 

* Excellent command of English or French — the two working lan- 
guages of UNESCO - with excellent drafting ability in one of them, 
and good command of the other language: ability to communicate 
effectively and persuasively, orally and in writing. 
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fa International Advertising Association 


Director General 


The International Advertising Association (IAA) - the global partnership of advertisers, agencies, media 
and marketing communications professionals - is seeking a Director General, based at its World 
Secretariat in New York. This is a senior position with a consummate package. 


UA DMI sc ccoseccsssccssssscscssssecssussecosussecennneceeconsesssnesesnsusnscrssusecssnsestsssesssnsecseessneutssececsrstesssanesesonsansessansstasseucungenveeeesuanerenas> zi 


* The aims of the [AA include 

* The promotion of the value of advertising 

« Advocacy 

e Advertising self-regulation 

¢ Professional development 

* And to be an industry forum 

The IAA works with other national and regional organizations and serves as a link with national 
governments and intergovernmental organizations to speak out against threats of unwarranted 
restrictions on advertising. The [AA also promotes the highest levels of advertising’s global role through 
a variety of thigh impact programs. Currently the [AA has 5,000 members in 99 countries. 

* Further information about the IAA can be found at www.iaaglobal.org 


CPT ae MMMM 5 scsi ane eect use cae ass aa eta deren Slsean aoe ot 


To fulfil the demanding role of Director General, the candidate should be a strong and charismatic 
leader, with a high level of international experience in the marketing communications business and 
adaptable to changing cultural environments. Excellent communications skills and follow-up 
procedures, as well as the ability to manage multiple projects concurrently are required. Familiarity with 
e-commerce and the role of new technology in today’s business will be an advantage. 


PAW E 


The individual sought must be a team builder, capable of bringing together and motivating volunteers 
from around the world. Skills to operate in the non-profit environment and ability to further develop 

the IAA’s growth, both in membership and resources are very important. The position requires | 
extensive international travel. 


The Director General leads a small permanent staff at the World Secretariat and reports to the World 
Board, and Executive Committee of the JAA. An attractive and competitive package will be available to 
the successful candidate. Starting date is 1 July 2001. 


Interested applicants should reply in writing to: Mr David Hanger, IAA World President, International 
Advertising Association, 521 Fifth Avenue, Suite 1807, New York, NY 10175. Telephone (212) 557-1133; 
Facsimile (212) 983-0455; E-mail: iaa@iaaglobal.org 
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DIRECTOR EQUITY INVESTMENT 


CHIEF EXECUTIVE OFFICER 


Attractive package South Eastern, Europe 


Our chent is an established private equity fund whose objective is 
profitable investment in the growth of small and medium sized 















of the fund, the Chief Executive will invest in new opportunities and 


industrial activities. Success in the role can make a disproportionately 
large and visible contribution to the economy and the position will 
appeal to those who relish an exciting and unusual challenge. 


The Position: The Requirements: 
E Represent the fund at senior WE Ideally previous experience 
level in commercial and in banking or investment. 
political circles. Can also come from a 
Identify, investigate and consulting or general 
negotiate new investments. commercial background. 














< WE Work closely with @ Must have worked outside 
management of investee the home country and in a 
companies. different culture. 


Mature, balanced personality 
with strong leadership skills. 


Responsible for a team of 
about 10 investment and 
support staff. 


Please send your CV and current salary details to: Patrick Alexander, 
Korn/Ferry International, Ref: 01201B2/13, either by post to: 


by email to candidates-london@kornferry.com 














CHEMONICS 


Chief of Party 


Civil Society Organization Project 
West Bank/Gaza 


Chemonics International, a leading international development consulting 
firm, seeks candidates for the highly visible chief of party position on a 5 
year USAIDfunded civil society organization strengthening/grants project 
in West Bank/Gaza. 


Responsible for overall contract management and direction of technical 
assistance, capacity building, institutional strengthening, and grants 
administration, 


Requirements include: 


. 15+ years overseas experience, including experience in 
the Middle East, managing complex USAID projects. 

. Supervising multidisciplinary teams of foreign and 
local consultants. 

. Institutional strengthening of non profit organizations. 
civil society reform, 

. 


Demonstrated strong written/oral communications and 
interpersonal/diplomatic skills. 

Grants experience a plus. 

Advanced degree, Arabic and US nationals preferred. 


Send CV to HRA, Chemonics International, 1133 20th St. Washington, DC, 
20036; fax to: HRA (202}-955-7540 or e-mail: HRA@chemonics.com. 
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companies in a young and expanding market. Reporting to the Board 


manage existing investments which include a bank and a range of 















252 Regent Street, London WIR 6HL, or send it by fax on 020 7312 3380 or ` 





PREPARATORY COMMISSION FOR THE 
COMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION (CTBTO) 
PROVISIONAL TECHNICAL SECRETARIAT 





















The Preparatory Commission for the Comprehensive Nuclear- Test- Ban 
Treaty Organization with its Headquarters in Vienna is the international 
organization setting up the global verification system foreseen under the 
Comprehensive Nuclear-Test-Ban Treaty (CTBT), which is the Treaty 
banning any nuclear weapon test explosion or any other nuclear explosion, 
The Treaty provides for a global verification regime, including a network of 
32} stations worldwide, a communications system, an international data 
centre and on-site inspections to monitor compliance. 














We seek to recruit a highly qualified candidate for the following position: 





POST: Chief, External Relations Section 








GRADE: P-5 

VACANCY ANNOUNCEMENT NO: VA178-1-2001 
DATE OF ISSUANCE: 5 January 2001 
DEADLINE: 30 March 2001 





REPORTING DATE: 17 May 2001 


DUTIES AND RESPONSIBILITIES: 

Under the overall supervision of the Director, Legal and External Relations 
Division, to: Contribute to the formulation and implementation of the 
CTBTO Preparatory Commission’s external relations policies and activities. 
Be responsible for the CTBTO Preparatory Commission’s general liaison with 
States Signatories and non-signatories, intergovernmental and non- 
governmental organizations and the scientific community. Coordinate the 
Preparatory Commission’s participation in conferences, symposia and other 
such meetings. Provide advice on external relations matters related to 
negotiations on verification arrangements and confidence building measures. 
Monitor and analyze developments in the external relations sections of other 
relevant intergovernmental organizations and organizations of the United 
Nations system, 


QUALIFICATIONS: 
Advanced university degree in international relations, political science, public 
or business administration or a related field, At least 10 years working 
experience in a bilateral or multi-lateral setting preferably with experience in 
activities related to external relations. Fluency in English and a good 
knowledge of at least one other of the official languages of the CTBTO 
Preparatory Commission. Excellent communication skills in English essential. 


REMUNERATION/CONTRACT: 
Depending on professional background and experience, indicative taxfree 
annual net base salary (inclusive of a variable clement for post adjustment) 
from US$ 65,239.- (without dependants) and USS 70,224,-(with 
dependants), subject to deductions of contributions to the CTBTO Provident 
Fund and Health Insurance Scheme. Additional benefits include, when 
applicable, dependency allowance, education grant for children, renral 
subsidy, six weeks vacation per year, home leave travel every two years. Initial 
contract for fixed-term of three years. 






















For more information, sce the CTBTO Preparatory Commission’s home page: 
hitp:/,/weewctbro.org. When applying, please quote the number of the vacancy 
announcement and complete the CTBTO Preparatory Commission’s Personal History 
Form, which is obtainable from the home page. Please only e-mail ASCH text-formarted 
messages and attachments. If the form is not available, send a detailed curriculum vitae, 
including information on dare of birth, nationality, employment history and references, 
Please note that it is in your interest to supply a complete and updated set of personal data. 
The CTBTO Preparatory Commission retains the discretion not to make any appointment 
to this vacancy, to make an appointment at a lower grade in particular if the selected 
candidate has less than the qualifications required or to make an appointment with a 
modified job description or for a shorter duration than indicated above. The CTBTO 
Preparatory Commission reserves the right to undertake correspondence only with 
shortlisted candidates. 
CTBTO Preparatory Commission, Personnel Section, Vienna International Centre, Room 
£0978, PO. Bos 1200, A-1400 Vienna. Tel: (43.13 26030 6210. Fax: (43.1) 26030 5897, 
E-mail: personneld@icthto.org 
THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE NUCLEAR- 
TEST-BAN TREATY ORGANIZATION IS COMMITTED TO A POLICY OF 
"EQUAL EMPLOYMENT OPPORTUNITY. 
APPLICATIONS FROM QUAL FEMALE CANDIDATES ARE 
PARTICULARLY ENCOURAGED. 
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Agguad by HSEC Bark internati pd Weares member of the HSBC Group, one of she wor! Largest banking: a sr misations jes and territories. Your teos depend of itoring inveniens 


# 4 à 
oo prgeiied by a nomber of financiil institutions and government bodies. in the unlikely event that one of thase is unable te 9 you may not receive your money-back in full: CSG is an Umbria ype opet-ended irivestrnent company with 
variable capital incorporated with firnited Sabily in ireland. *We reserve the right to withdraw the offer or any part of the in this sua at @ny time prior to the offer closing date of 23 March 2001. This advert dogs not canstitute an invitation or solicitation 
-to rake Investments in any judsdiction or m.any person to whom it is uniawdui. CSGF Growth optidns dé not pay any income, all retums are paid at the end of the investment tern. if you redeem your shersholding before the shd of the four year term, you 
may not get back as much as you initially invested. Prospectuses are available from the address below. As with any iavestment past performance is not necessarily- a guide tp future performance. Approved for issue in the UK by HSBC Bank ole, whieh- 6 
-regulated by the Personal investment Authority. In the UK, wa only advise on our own life assurance, pensions and unit trusts. This offer is not available to residents of the United States of America ox the Republic of ireland: t Recent history shows us thatthe 
technology sector is likely to experience strong movements in company shares prices over ime. The performance of the Index is therefore likely to bs more volatile than other Indices, MBZes24v2087s EGNI 


spice up your returns 


... Without feeling the heat 











growth p.a. 


0 | 






Invest in global technology stocks, without the risks. All options have a 4 year term - giving time for the markets 
Share in the exciting growth potential of the high tech to perform. You will receive your returns at the end of 
revolution through our new Nasdaq Annual Growth 4 years. No income is paid. You can invest from £5,000, 
Fund - offering potential growth up to 23% p.a., linked to $5,000 or €5,000. 

the performance of the Nasdaq 100 Indext. Plus the return This offer closes 23 March 2001* So apply for your 

of your capital whatever happens. brochure today. 

Alternatively, if you prefer more traditional markets Simply call +44 1534 616 111, fax us on +44 1534 616 222, 
our European and World Growth Funds offer you full capital return the coupon below or visit our web site. 


security plus the prospect of unlimited stock market returns. 





www.offshore.hsbc.com 


HSBC &> 


YOUR WORLD OF FINANCIAL SERVICES 


To: HSBC Bank International Limited, PO Box 26, 28/34 Hill Street, St. Helier, Jersey JE4 8NR, Channel islands. Please send me details on the new issue of HSBC International Capital Secured Growth Funds ple. 















Name Nationality 








Address 








Country of residence 
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And now to work 





66™P HAT night we almost danced our feet 

off at ten different inaugural balls. The 
next day, the celebrating was over and it was 
down to work. I had come to Washington 
with my mind set on a programme, and I was 
-anxious to get started on it.” This was the 
“matter-of-fact way another conservative gov- 
ernor with a short attention-span set about 
governing America. Some of what Ronald 
_ Reagan then did was not to everybody’s lik- 
“ ing; but nobody doubted that he had a clear 
programme. This weekend George Bush 
dances; then he too sets to work. 

It is easy to be cynical about his prospects. 
Unlike Mr Reagan, Mr Bush won the narrow- 
est of victories—and quite a lot of his opponents would even 
dispute that achievement. Still fuming about the Florida re- 
count, the Democrats have already claimed their first scalp, 
< forcing the withdrawal of Mr Bush’s original nominee for la- 
~“ bour secretary, Linda Chavez; now they are aiming their fire 
at John Ashcroft, his conservative choice for attorney-general. 
__ Mr Bush also inherits a country which may-—note the 
- qualification—be on the edge of a harsh economic downturn. 
Under Bill Clinton, many of the divisions that still beset the 
United States (see pages 19-22) were hidden by the balm of 
prosperity. Now they may reappear, just when America has 
also to start reforming its government in time for its de- 
mographic time-bomb: without structural change, by 2010 the 
government will begin to run out of money to pay for the 
pensions and health care that baby boomers like Mr Bush ex- 
pect. Add the chance of a nasty foreign-policy surprise (Iraq? 
North Korea? Congo?), and it is not surprising that some peo- 
ple see this presidency as a poisoned chalice. 





Work with a capital Dubya 


This surely underestimates both the job and the man. Most 
countries would love to have America’s problems; and most 
of their politicians would do far worse to have just a fragment 
of the power Mr Bush now wields. As for Mr Bush, he has ap- 
pointed an efficient-looking cabinet (albeit one that might 
usefully have had a more bipartisan flavour). And, unlike Mr 
Clinton, he has made his legislative priorities clear. Mr Bush 
will concentrate on the five issues that he has talked about 
since the primaries—Social Security, education, health care, a 
big tax cut and a missile-defence scheme. 

Before discussing the merits of these plans, it is worth not- 
ing that a similar approach worked in Texas. When he be- 
came governor in 1995, Mr Bush concentrated, as promised, 
on just four things. Through a mixture of cajolery and com- 
promise, he got broadly what he wanted. More important, he 
also did so in an “inclusive” way. His education reforms cer- 

tainly pleased the right, but the people they really benefited 
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were the poor and immigrants, two normally 
Democratic constituencies. 

This combination of efficiency and inclu- 
siveness would be particularly useful now, 
and not just because of the possibility of that 
economic downturn. Only two years hence, 
the Republicans have to defend their wafer- 
thin majority in congressional elections: they 
had better have something to show the Amer- 
ican people. Can Mr Bush deliver the goods? 

Begin with the assumption that Mr Bush’s 
laundry-list of five issues must shorten. Most — 
presidents count themselves lucky to get one 
or two significant bills through Congress in 
their early years, and Mr Bush’s honeymoon 
may be particularly short. Where should he scale back his 
ambitions? The Economist’s preference is for him to concen- 
trate his political capital on the three thorniest subjects~ 
education, health care and Social Security reform. 

This is not to decry his other two goals. The doubts about 
Mr Bush’s plan to build an anti-missile shield have more to. 
do with feasibility and timing than with principle. If America 
can build an effective shield against rogue states, it will do so. 
Outsiders cannot demand that a country give up a method of: 
protecting itself—particularly if it offers them the same pro- 
tection, as Mr Bush says he will. On the other hand, the tech- 
nology plainly is not ready; so far, the tests have been embar- 
rassing, And there are also diplomatic reasons for caution: 
pressing ahead precipitously would throw away a potential 
deal with Russia to change the anti-ballistic-missile treaty 
(which obliges the two to renounce anti-missile defence) and 
might provoke China into sharply increasing its own long- 
range missile force. A big new policy needs a sure foot. 

With Mr Bush’s plan for a $1.6 trillion tax cut, the problem 
is one of scale. Cutting taxes is a good thing: the burden of 
proof should generally fall on politicians who want to take 
voters’ money, rather than those who want to give it back. Mr 
Bush’s father paid dearly for breaking his promise and raising 
taxes, so Mr Bush must deliver something. And, as it happens, 
the case for fiscal easing has improved somewhat. While the 
economy soared, a huge tax cut looked recklessly inflation- 
ary; now the economy is wobbling, it looks less dangerous. 

So cut taxes, by all means; but not $1.6 trillion-worth. And 
look for ways to do so that chime with that inclusive side of 
Mr Bush’s political character. The current plan gives 60% of 
the proceeds to people who earn more than $100,000. Rather 
than cutting top rates of tax, it would be better to raise even 
further the thresholds for poorer taxpayers. Push ahead with 
the plan to abolish the marriage penalty (which penalises al- 
most all who decide to get hitched), but hold back the aboli- 
tion of inheritance tax (which affects only the very rich). 

Scaling back his ambitions would leave Mr Bush more po- 
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that should be the heart of his legacy. America’s public 
schools are a disgrace: one in four children in their last year of 
high school is illiterate. Imposing standards and making 
teachers accountable are sensible reforms. Mr Bush should 
also try to encourage more experimentation with school 
vouchers—something the teachers’ unions hate but parents 
(particularly poor ones) seem to want. 

Medicare and Social Security are the two systems that are 
most vulnerable to the country’s demographics. On health, 
Mr Bush has made respectable noises about introducing mar- 
ket reforms, but he has said too little about the problem of the 





litical capital and money to concentrate on the social reforms — 








44m poorer Americans with no health cover at all. Mr Bush’s 


plan to privatise the pay-as-you-go Social Security system, al- 
` Jowing people to invest a tiny portion of their pension in re- 


tirement accounts, is still probably not radical enough. But in 
a country where the number of taxpayers per tax beneficiary 
looks likely to fall from 3.4 to 2 by 2040, it would start a debate 
that America sorely needs to have. 

Defined contribution schemes, prescription-drug benefits, 
adult-literacy levels: this is hardly glamorous stuff, even if 
you throw in a Reaganesque tax cut. But they matter enor- 
mously—and they will be devilishly hard to achieve. Mr 
Bush’s dancing days are numbered. 





When the lights go out 


Don’t blame deregulation for the chaos in California’s electricity-supply 


industry. Blame “deregulation” 


OU cannot help but notice what a bad name deregulation 

has with voters—not just in the United States, where it is 
suffering its latest mighty embarrassment, but all over the 
world. Those nationalised industries and closely commanded 
semi-private enterprises of yesteryear were such paragons of 
efficiency and anxious attention to customers’ needs, were 
they not? And their services were always such a bargain, don’t 
forget, at a cost to taxpayers through subsidies and under- 
written losses rarely adding up to more than billions of dol- 
lars. It wasn’t broke, this old-fashioned way of delivering es- 
sential public services, but for some reason it had to be fixed. 
Along came short-sighted politicians, in the grip of the latest 
ideological fashion, bowing down to laisser faire and other 
such nonsense, and look what happened. 

In the mid-1990s, California saw itself as the cutting-edge 
of utility deregulation. The old monopoly providers of elec- 
tricity were radically restructured. Henceforth, suppliers and 
consumers would meet in a marketplace, trading electricity 
for transmission to consumers. That sounded a lot like cap- 
italism. Now look at the mess. 

This week, after months of turmoil and mounting fury, 
one of the state’s biggest utilities, Southern California Edison, 
said it would not make payments of $596m owed to creditors. 
Bankruptcies loom. A long-threatened programme of rolling 
blackouts, triggered as the state’s reserves of power were ex- 
hausted, came into effect on January 17th. Gray Davis, Cali- 
fornia’s governor, has declared a state of emergency and talks 
of stern remedies, including expropriation of assets and forth- 
right re-regulation. What a shambles (see pages 57-59). Evi- 
dently, markets have their limits. 

Hang on a minute. Markets do have their limits, but Cali- 
fornia’s so-called deregulation of electricity has little light—if 
you will forgive the expression—to shed on them. The reason 
is that the system was not in fact deregulated. It would have 
been possible, as a long-term aim, simply to abolish the old 
monopoly protections and dismantle the command-and- 
control apparatus. The utilities rejected that because it would 
have left them with lots of uneconomic power-generating ca- 
pacity acquired under the good old days of the previous re- 
gime; they wanted compensation for those “stranded assets”. 
Organisations claiming to represent the interests of consum- 
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ers rejected it as well because they wanted implicit subsidies 
to particular groups to continue (which meant keeping the 
cost hidden) and because they feared the untrammelled mo- 
nopoly power of the liberated suppliers. 

The upshot was an overweening regulatory scheme 
slapped on top of a supposedly market-based system. One 
feature, rate freezes, is chiefly responsible for the present 
emergency: it has obliged suppliers (to their surprise) to sell 
power at a small fraction of the price they have to pay for it. 
Of course, the risk that costs would rise much faster than they 
could be passed along to consumers was foreseeable—-and 
could perfectly well have been hedged in financial markets. 
That was not allowed. So much for market forces. 


Unnatural acts 


if electricity supply were a natural monopoly it would be 
right to worry that deregulation might go too far, to consum- 
ers’ cost. The fact is, it is not a natural monopoly. 

With the advent of micropower generation, the industry 
no longer has lower costs only at large scales of production. 
Small is feasible. The scope for local production also under- 
cuts the natural-monopoly aspects of transmission across the 
grid. Consumer groups have always worried that, without 
regulation, the big gains from market-priced power will go tc 
companies not individual consumers. Corporate customers 
will command discounts and negotiate clever cost-reducing 
contracts based on real-time monitoring of demand and con- 
gestion-pricing, none of this yet available to ordinary buyers 
So what? If the benefits of cheaper electricity flowing fron 
genuine deregulation go mainly to companies, fine: their cost: 
will fall, and the savings will be passed on in the prices o 
their own goods and services. That is how markets work. 

Sometimes, no question, genuine deregulation has gont 
wrong. But that is not the lesson from California. What hap 
pened there was “deregulation”—-guided on one side by thi 
utilities’ desire to rig the market and on the other by a convic: 
tion that unrigged markets are out to screw consumers. Thi 
result was a partial, muddled and self-contradictory plan 
leading eventually to this week’s debacle. Next time, forge 
“deregulation” and try the real thing. 
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Kabila’s Congo 


However hard, it is worth trying once more to bring peace to Congo. Putting the 


country together again will be even harder 


HE passing of Laurent Kabila from the Congolese presi- 

dency—and probably also, despite all the confusion, from 
the wider world—will not be mourned by many. Though 
hailed as a “new breed” of African leader, his path to power 
was a trail of blood, and he ruled with all the venality, incom- 
petence and arbitrariness of the worst of the old breed. Still, 
for anyone tempted to help the wretched people of Congo, it 
is much less easy to say what should be done after the des- 
pot’s demise than what should not. 

The first action to be avoided is the sending of a un inter- 
vention force. The people of Congo richly deserve peace and 
stability. Their country has been plundered for over a cen- 
tury, first by Belgians, then by Africans. Latterly, it has been 
torn by civil war. By one reckoning last June, 1.7m people had 
lost their lives as a direct or indirect result of two years of 
fighting in eastern Congo alone. Many more than that have 
been made refugees. But Congo, a country the size of Alaska, 
Colorado and Texas put together, or most of Western Europe, 
is no place for peacekeepers right now. Despite an agreement 
signed in Zambia in July 1999 by all the parties to the civil 
war, none has shown any zeal for peace. The country is div- 
ided, with the east contested by various rebels supported by 
Uganda and Rwanda, and the west only just under the sway 
of what has passed as Mr Kabila’s government, a ragtag affair 
propped up by Angola, Namibia and Zimbabwe (see page 41). 
There is no peace to keep, and imposing one would be well 
nigh impossible for outsiders in a country of numberless eth- 
nic groups and almost no infrastructure. The un has difficul- 
ties enough with its force in Sierra Leone. Appeals for inter- 
vention in Congo are utterly unrealistic. 

Appeals to the governments of the neighbours sucked 
into Congo’s war may, however, be less so. However cynical 
they may remain, some at least are now wearying of their in- 
volvement. Uganda’s role is not popular among its voters, 
who are due to take part in a presidential election early in 
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March. Zimbabwe’s role is even less popular and, more seri- 
ously, financially unsustainable in the world’s fastest shrink- 
ing economy, for all its talk of sending more men. That does 
not mean that all the neighbours will now turn away. 
Rwanda will remain anxious to deny the Hutus who were 
responsible for the 1994 genocide and are now living in 
Congo the opportunity for any further killing. And Angola 
may perhaps see an opportunity to assert itself as a regional 
superpower, imposing a more biddable government and get- 
ting its hands on Congo’s oil and other mineral wealth. 


Even a few years of solitude 


Such an outcome would be little more palatable than Syria 
taking over Lebanon, or Vietnam taking over Cambodia, and 
very much messier, given that the Angolan government has 
yet to show that it can gain control of even its own territory. 
In the circumstances, it is tempting to think that Congo would 
be best left to disintegrate. After all, some provinces, such as 
diamond-bearing East Kasai, were in effect almost indepen- 
dent five years ago, at the end of Mobutu Sese Seko’s kleptoc- 
racy, and not doing badly. Unfortunately, most would proba- 
bly become the fiefs of thieves and warlords. 

If the Congolese are not yet able to take control of their 
own destiny, and the immediate neighbours are suspect, bet- 
ter then that benign outsiders should become involved. Af- 
rica’s two other giants, South Africa and Nigeria, acting with 
other Africans, the UN and as many rich countries as possible, 
should try to convene another peace conference. They should 
make it plain to Mr Kabila’s successor, whoever he turns out 
eventually to be, that he will get no help unless he behaves 
better than Congo’s past two presidents. And they should at 
the same time put pressure on the neighbouring governments 
to stop their destructive meddling in Congo. The war there 
blights the entire continent. For the sake of all Africans, not 
just the Congolese, it is time to bring it to an end. 





Partners of inconvenience 


China and Russia are friends again, up to a point 


HOULD the new get-together between Russia and China 
rattle the rest of the world, rather as their great bust-up 
shook the communist world during the cold war? This week 

. China deliberately let slip that these two former rivals are 
drafting a formal treaty of peace and friendship. Though the 
treaty will not be ready for signing for months, China clearly 
wants it known, as America gets an assertive-sounding new 
president, that China and Russia are big noises too, with their 
own agenda for a multipolar world. Indeed, the “strategic 
partnership” that they have recently written into every joint 
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communiqué has already spelt trouble for the West. 

Unlike the 1950s and 1960s, when China and the Soviet 
Union found themselves divided by a common ideology and 
united by not much else, the start of the 21st century finds 
them thrown together by shared interests. One is a grudge at 
western, especially American, influence in the post-cold-war 
world. Russia opposed NaTo’s embrace of Poland, Hungary 
and the Czech Republic; China has resented the strengthen- 
ing of America’s alliance with Japan. Both railed at NaTo’s 
bombing of Serbia, having kept mum over Serb aggression in 


15 


LEADERS 


Bosnia and Kosovo, worrying that Russia’s bloody war in 
Chechnya or China’s repression in Tibet and its threats 
against Taiwan could someday likewise provoke a western 
military response. And both have so far shrilly opposed 
America’s plans for some sort of national missile defence. 

As Russia and China have found more common causes, 
they have also provided cover for each other’s mischief- 
making. Despite Iraq’s repeated failures after the Gulf war to 
surrender all its weapons of mass destruction, as UN Security 
Council resolutions demanded, both China and Russia were 
early campaigners for restraints to be lifted. Despite formal 
and informal promises to the contrary, both have supplied 
dodgy clients in the Middle East or in Asia with missile and 
nuclear technology. 

The most troublesome aspect of their “partnership”, how- 
ever, has been Russia’s sales of advanced ships and aircraft to 
China. These could be used in a confrontation over Taiwan, 
or to assert China’s claims to sovereignty over vast swathes of 
the South China Sea. Though China is still a long way from ri- 
valling America’s military power in Asia, its weapons pur- 
chases from Russia run at $1 billion a year, making it probably 
the largest single customer for Russian arms bar none, includ- 
ing Russia’s own cash-strapped army. 

Why does Russia do it? After all, it shares a border of more 
than 4,000 kilometres (2,500 miles) with China and a history 
of sometimes bloody enmity. The answer is that so far Russia 
has seen its weapons sales, somewhat limited in quantity if 
not in lethality, as more of a threat to western interests than to 
its own. That could prove a costly mistake. Its own generals 
worry that they may someday have to confront Chinese 


forces equipped with more modern Russian fighters and 
bombers than they have themselves. Russia’s underpopu- 
lated borderlands in the east are already an uneasy magnet 
for Chinese immigrants, who number some 2.5m. 

There are thus natural limits to Russia’s longer-term 
friendship with China. Mutual suspicion is one. Another is 
Russia’s aspiration to stand tall among the democracies— 
somewhat disguised for now, it has to be said, by Vladimir 
Putin’s smack of firm government. A third is multipolarity it- 
self. The closer Russia and China stand, the more Japan will 
look to America for reassurance against its two biggest rivals. 
India has already pooh-poohed joining a Russia-China axis, 
preferring genuine multipolarity to a big-power embrace. 


The points of departure 


Meanwhile the Russia-China friendship lacks real economic 
foundation: their combined trade last year was less than half 
its $20 billion target, compared with China’s more than $100 
billion trade with America. Similarly, while China wants to 
block all missile defences, even quite limited regional ones, 
Russia has offered to collaborate with both America and Eu- 
rope on the limited sort. The Bush administration might push 
the two closer, yet—depending on what it actually proposes— 
Russia could still consider a deal on modest if more effective 
defences, so long as its own nuclear deterrent were left un- 
scathed. 

The truth is, rhetoric to the contrary, that both China and 
Russia still have a lot more to gain from economic and politi- 
cal engagement with outsiders, including America, than from 
a resentful huddle—whatever their new treaty may say. 





Sweeter Basle 


Proposed new rules on how much capital banks must put aside against 


their risk-taking are a step in the right direction 


ANK capital requirements may sound arcane and ach- 

ingly dull. Yet the amendments to the 1988 Basle Accord 
announced this week are hugely important; and their po- 
tential effects are anything but dull. As Bill McDonough, pres- 
ident of the Federal Reserve Bank of New York, who is also 
chairman of the Basle committee, points out, countries with 
healthy banking systems survived the Asian financial crisis in 
1997-98 much better than those with sickly ones. “The bank- 
ing system serves as a shock absorber; if the shock absorber is 
worn out, then the shocks are magnified.” 

Nor is it only emerging economies that need to revise their 
regulation of banks. A big reason why Mr McDonough 
wanted to bring in new rules is that sophisticated American 
banks have found so many ways of getting round the old 
ones. Banks have been taking massively more risk for a given 
amount of capital, because the old rules encouraged this. 
Larry Meyer, another Federal Reserve governor, put it in stark 
terms last June, when he said “I am concerned that regulatory 
capital...is becoming a safety and soundness irrelevancy, and 
simply a compliance requirement.” Sure enough, American 
banks’ bad loans have mounted alarmingly in recent months, 
stoking fears of a credit crunch, because they have been tak- 
ing ever-bigger risks. As the economic outlook darkens, mak- 
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ing banks everywhere safer is in everybody’s interests. 

The new rules go a long way towards doing this. The origi- 
nal accord fixed banks’ capital at 8% of their risk-weighted as- 
sets. But this riskiness was assessed only in four crude “buck- 
ets”. The new rules tie banks’ capital more closely to the actual 
risks they are taking (see page 71). That should create a stron- 
ger incentive for banks to adopt better risk-management, be- 
cause they will be rewarded with lower capital requirements. 
The new rules propose three pillars to keep a check on them: 
the risk-based capital rules, better and more stringent super- 
vision, and more market discipline, which includes greater 
disclosure and transparency. Bad banks are rarely penalised 
for taking more risks, thanks to government deposit- 
insurance, privileged access to bail-out funds from central 
banks, and a perception that they are too big to fail. The new 
rules should make risk-taking more expensive. 

They should also help to reduce perverse incentives. At 
present banks have an incentive to lend to riskier credits 
when the capital they think they should set aside is more 
than regulators demand; and the reverse is also true. By align- 
ing regulatory capital with the amount that banks actually 
think that they should have, such arbitrage should be dimin- 
ished. An earlier proposed draft revision suggested that the 
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best way of doing this would -be-to link banks’ capital to 
scores. produced by external credit-rating agencies. But, be- 
-cause there are often problems over external ratings (not least, 
“that such ratings are scarce in many countries), the committee 
has now decided that it will often be preferable to use inter- 
nal ratings—those that the banks calculate themselves. 


Internal risks 


This is not without its problems, either. Originally it was an 
idea with little content; the blurb on internal ratings in the re- 
vised proposals was concocted in little more than a day. But 
there are more substantial reasons for doubt. Might the use of 
internal ratings cause a net reduction of the stock of capital in 
the banking system—which Mr McDonough stresses is not 
the intention? What about the risk that reliance on internal 
ratings may aggravate economic cycles, because loan stan- 
dards will be relaxed during booms and tightened during 
busts? How can you judge one bank’s ratings against those of 
another in the same country—let alone between banks in sev- 
eral countries, with. their differing accounting and regulatory 


An accident of history has provided the United Kingdom with something like 
a controlled experiment in education. It shows that selection works 


RETTY much everything has gone wrong for Northen 
Ireland over the past few decades. Conflict has divided its 
society, terrorists have bombed its towns, and the decline of 
manufacturing has hit its economy. But there has been one 
bright spot amid the gloom: education. Countries wrestling 
with under-performing state education systems would do 
well to pay attention to the lessons from Northern Ireland. 
Until 30 years ago, Britain had a two-tier education sys- 
tem, in which “grammar” schools selected clever pupils at n, 
and the rest were dispatched to “secondary moderns”. It fell 
out of favour because governments came to believe that it 
benefited middle-class children geared up to do well in ex- 
ams, while working-class children were condemned to fail- 
ure. As a result, in the course of the 1960s and 1970s, in most of 
England, Wales and Scotland, the selective system was re- 
„placed by a comprehensive one. These days, geography, not 
brains, determines which school most British children go to. 
However, Northern Ireland, which even then ran its own 
education policy, chose not to change. Selection had been in- 
troduced in Northern Ireland only in 1947, and was regarded 
as progressive, rather than regressive; what’s more, changes in 
social policy in the province tend to get stuck in the mire of 
sectarianism, and education ts a sensitive issue. So, over three 
decades during which the rest of the country has shifted to a 
comprehensive system, Northern Ireland kept selection. 
But since Northern Ireland got its own government in 
. 1999, there have been calls for change. Many Northern Irish 
argue, as the English did 30 years ago, that selection disad- 
vantages the poor. Since in Northern Ireland Catholics are 
disproportionately poor, and the new political dispensation 
gives Catholics power they never had before, selection is a 
particularly hot potato. An independent review body is look- 
ing at the issue, and is due to report in four months’ time; but 
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Northern Ireland’s lessons 
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regimes? And how do you compare these ratings with the 
standard approach, or with external ratings, which will still 
be used in many cases? 

These remain tricky questions, but the committee’s desire 
to do the right thing has come out with some reasonably ro- 
bust answers. So successful does it think it has been, indeed, 
that it wants to shoehom as many banks as possible into us- 
ing internal ratings. It can still ensure that total capital does 
not fall. And it has also come up with an answer to the vexed 
question of how a bank should put aside capital against so- 
called “operational risk” —eg, if its systems foul up. 

Lots of details in the revised rules remain to be filled in 
before the end of the year; and the new accord will not be en- 
forced until 2004. One big difficulty is that, like the 1988 ac- 
cord, the new proposals are backward-looking. Banks will 
find ways round them; a creative industry always finds new 
ways of taking risks. The search for more market-based con- 
trols, including getting subordinated-debt holders to disci- 
pline banks, should continue. But overall, the new plans are a 
useful step in the direction of safer banks. 





the argument over education is already escalating. Last week, 
Martin McGuinness, the education minister, announced 
plans to end the publication of league tables of schools. 
League tables were introduced by Britain’s Conservative gov- 
ernment in 1992, in order to expose underperforming schools 
and raise standards by encouraging competition. 


Worse for the worst-off 


Politicians calling for change should look closely at how well 
Northern Irish schoolchildren perform (see page 53). In Eng- 
land, the number of children with five grade a Gcses (the 
exam for 16-year-olds) and the number with two passes at A- 
level (the exam for 18-year-olds) has increased only slowly. In 
Northern Ireland, which started from a lower base in the 
mid-1960s, the improvement in standards has been sharper. 
In both exams, Northern Irish children now get markedly bet- 
ter results than those in England. 

The most compelling argument against selection has al- 
ways been that it makes the worst-off worse off. But Northern . 
Ireland argues against that. In England, 6% of pupils leave 
school with no graded Gcses; in Northern Ireland, the figure is 
3.5%. The comprehensive system is failing even the vulnerable 
it purports to protect. 

Part of the impetus for change in Northern Ireland comes 
from the perception that, over the past 40 years, most rich 
countries have shifted from a selective to a comprehensive 
system, and they can’t all be wrong. Actually, they can. There 
is widespread concern about the failings of the comprehen- 
sive system in several countries, especially in America. In Brit- 
ain, the political parties have been wrestling with the difficult 
issue of whether to move back towards selection. Northern 
lreland’s experience is a powerful argument for doing so. 
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BUSH’S AMERICA 











One nation, fairly divisible, 
under God 


WASHINGTON, DC 


Americans are divided about whether their country is itself divided. Some see 
a yawning culture gap between conservatives and liberals. Others see a soggy 


moderate centre. Both are right 


N DECEMBER 1999, as George Bush en- 
tered the Republican primaries, Gertrude 
Himmelfarb, a distinguished social histo- 
rian, published a book entitled “One Nation, 
Two Cultures”. In it, she argued that America 
was becoming two countries. One, rooted in 
the 1960s, is hedonistic, individualistic and 
secular. The other, grounded in the 1950s, is 
puritanical, religious and family-centred. 
Such distinctions go back a long way. In 18th- 
< century Britain, Adam Smith called them the 
“loose” and the “austere”. Michael Barone, a 
commentator for Us News & World Report, 
calls their current embodiment “the Beauti- 
ful and the Dutiful”. 

A year before Miss Himmelfarb’s book, 
as George Bush was wondering whether to 
run at all, Alan Wolfe published an alterna- 
tive view. In “One Nation, After All”, he ar- 
gued that, far from collapsing into warring 
cultures, America is dominated by a fairly 
homogenous middle class whose cardinal 
virtue is tolerance. This class, argued Mr 
Wolfe, lives in a land of “quiet faith”, “ordin- 
ary duties” and “morality writ small”. If 
there is a culture war, it is within individuals, 
as they try to strike a balance between the 
cultures of the 1950s and 1960s. They are nei- 
ther beautiful nor dutiful. Mutable, perhaps. 
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As Mr Bush prepares to take the oath as 
America’s 43rd president, the question of 
who is right, Miss Himmelfarb or Mr Wolfe, 
seems more than usually acute. This is only 
partly because Mr Bush’s prospects for suc- 
cess hinge on the answer. More vitally, there 
is a great deal of exit-poll evidence that 
America is indeed becoming, in some ways, 
“one system, two nations”. Ex uno, plures. 

The argument begins with the narrow- 
ness of the result. The votes for the presi- 
dency, the Senate and the House were more 
or less tied. At state level, Democrats now 
control both houses of the local legislature in 
17 states; Republicans control both houses in 
18 states. Yet this was nota freak election. The 
past three congressional-election votes have 
all been squeaky-close, with both parties 
getting around 48-49% in each of them. Bill 
Clinton was also re-elected president with 
49% of the vote. As Mr Barone says, this is the 
same number, over and over again. 

In the 1990s, both parties had hoped to 
create decisive governing majorities: the 
Democrats on the back of Mr Clinton’s move 
towards the centre, the Republicans by try- 
ing to become the party of the “new econ- 
omy”. Both failed. Instead, for the first time 
since the 1880s, America has gone without a 


dominant party for a whole decade. 

Political stasis, of course, is not the same 
as political division. It could be produced, for 
example, by an even split in each main con- 
stituent group in the country. But that seems 
unlikely. American political parties have be- 
come ideologically more coherent since the 
1960s, when conservative Democrats in the 
South defected to the Republicans, mirror- 
ing the decline of liberal “Rockefeller Repub- 
licans” in the north-east. And it does not 
seem to have happened in the 2000 election. 

Look at the first electoral map overleaf. 
Mr Bush’s states form a broad band running 
down the Rockies and across the South. This 
is America’s interior heartland, home of the 
“dutiful” people. Mr Gore, on the other 
hand, won the godless coasts and the indus- 
trial mid-west. Democrats have won the big- 
gest cities for generations. This time, they 
won the smaller metropolitan regions too. 
Mr Gore won metro areas with more than 
500,000 people by 71% to 26% (chart 1), easily 
the largest margin since this figure has been 
tracked. He also won the congested suburbs 
of the north-east and southern California. 
This is where the “beautiful” Americans live. 

David Brooks of the Weekly Standard 
calls this the “Ice Age” division. Democrats 
won those areas which, when the glaciers re- 
ceded, were either carved by rivers into ports 
which became big cities (the coasts), or were 
scraped clean to leave them too poor to sup- 
port anything but car factories (the mid- 
west). Republicans won the areas that re- 
ceived all the topsoil the glaciers deposited, 
turning them into rich farms or ranches. 

More important than geology or geogra- 
phy is that different types of people voted 
for the two sides. Blacks voted overwhelm- 
ingly for Mr Gore, white men for Mr Bush 
(chart 2). Unfashionable though itis to say so, 
the 2000 election revealed the racial divide in 
American politics more sharply than in the 
recent past. 

This was largely a southern phenome- 
non. White southerners voted for Mr Bush 
by a 35-point margin. Ronald Reagan re- 
ceived an even larger margin in 1984; but he 
had margins almost as big among whites 
elsewhere. Mr Bush did not. Outside the 
South, he beat Mr Gore by only 3 points or so. 
In other words, Mr Bush overwhelmingly 
needed white southern men for victory. 
That chimes with other evidence. Nearly 
half ofall voters said they had a gun at home, 
the highest such figure ever recorded; 61% of 
gun-owners voted for Mr Bush. 

But of all the determinants of voting be- 
haviour, religion was the most precise. The 
more often voters went to church, the more 
likely they were to vote Republican. Of those 
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who never go, 61% chose Mr Gore, 32% Mr 
Bush. For those who go more than once a 
week, the votes were reversed (chart 3). It is 
almost a perfect fit. Mr Barone points out 
that Mr Gore won the two counties with the 
lowest church-going rates, Manhattan and 
Los Angeles County, by margins compara- 
ble to the biggest Democratic landslide in re- 
cent history (Lyndon Johnson’s defeat of 
Barry Goldwater in 1964). Yet Mr Bush won 
Montana, Wyoming and Idaho by rates ap- 
proaching the biggest Republican landslide 
in recent history, Richard Nixon’s defeat of 
George McGovern in 1972. 


The election by state... 


..and by county 


East v west 


Exit polls, % of white voters in: 
30 40 

East 

Mid-west 


South 


West 








Put these patterns together. As Bill McIn- 
turff, a Republican pollster, told the Wash- 
ington Post: “We have two massive colliding 
forces. One is rural, Christian, religiously 
conservative. [The other] is socially tolerant, 
pro-choice, secular, living in New England 
and the Pacific coast.’ Miss Himmelfarb 
could hardly have putit better herself. 


Multiple melting pots 

Asingle election is a slender base on which to 
argue how a country has changed. Never- 
theless, there are other reasons for thinking 
that the patterns of the 2000 election may be 
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valid for the longer term. 

They come from the new census. For de- 
cades, two broad trends have been reinforc- 
ing one another to redraw the demographic 
map of America. These are, first, the internal 
migration of Americans from the north and 
mid-west to the South and south-west (“the 
Sunbelt” at the broadest definition of that 
over-used term); and, second, immigration 
from outside, mostly from Latin America, to 
those same states. The two have worked to- 
gether to produce a booming Sunbelt and a 
brisk new stirring of the ethnic melting pot. 

Both trends are continuing. But research 
by Bill Frey of the University of Michigan 
suggests that they are now going in different 
directions. This finding gives more credence 
to the argument that America is becoming 
more deeply divided. 

Between 1990 and 2000, the combined 
voting-age population of Hispanics and 
Asians rose by almost 10m to 30m: 10% of the 
population, almost twice what it was in 1980. 
That is an acceleration of an old trend. What 
is unusual now is the concentration of the 
growth. More than 60% of the increase oc- 
curred in just four states: California, Texas, 
Florida and New York. Mr Frey calls these the 
new melting pots (he adds Hawaii, New Jer- 
sey and New Mexico, which have similarly 
high levels of immigration). 

Meanwhile, other states are getting 
whiter. The white voting-age population 
rose by more than 22% in the western states 
of Nevada, Utah, Idaho, Arizona and Colo- 
rado during the 1990s. Most of the white mi- 
grants came out of California. In the South, 
Georgia, North and South Carolina and Ten- 
nessee also saw their white voting-age 
populations increase by more than twice the 
national average. These too are Sunbelt 
states. They are still growing economically. 
The difference is that the new Sunbelt is at- 
tracting whites (and blacks) from elsewhere 
in America. The melting pot is attracting for- 
eigners. The Sunbelt is splitting in half. 

This has profound political implications. 
The states gaining white populations form 
the spine of Mr Bush’s band of victory, run- 
ning down the Rockies and through the 
South. With three exceptions (Oregon, 
Washington and tiny Delaware), Mr Bush 
won every fast-growing state outside the 
melting pots. With two exceptions, Mr Gore 
won every melting-pot state. His excep- 
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Internet. And our May 2001 debut of 
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BUSH’S AMERICA 


tions—Florida and Texas—are revealing. 
Both had governors called Bush. And they 
are the two states with the largest absolute 
number of white migrants (as well as large 
numbers of Latinos). They thus complicate 
but do not contradict the basic link: there is a 
close overlap between the short-term trends 
of the 2000 election and the longer-term fig- 
ures from the 2000 census. 


Cut another way 


So is America one nation, two cultures? Be- 
fore saying yes, consider a different interpre- 
tation of some of the same figures, starting in 
the same place: with America’s current po- 
litical make-up. 

This is the first time since the 1920s that 
one party has held the presidency, the House 
of Representatives, the Senate, a functional 
majority on the Supreme Court, and a ma- 
jority of both state houses and governors. If 
you look merely at voting margins, there is a 
dead heat. If you consider the direction of 
politics over time, there has clearly been a 
small shift to the right. Ben Wattenburg of the 
American Enterprise Institute (Aer) doubts 
that this points to any fundamental realign- 
ment but argues that, if Republicans estab- 
lish a renewed political dominance in 20 
years’ time, historians will point to the 2000 
election as the first clear evidence of it. 

Now consider the electoral map broken 
down by county (second map). This shows a 
far more complex pattern. Instead of one big 
Republican band separating two Demo- 
cratic blocks, the new mapis like a scatter di- 
agram. Most of the map is grey because Mr 
Bush took the rural acres. But he won clusters 
in almost every Democratic state, and took 
New Hampshire, the state with the highest 
proportion of “new economy” workers. 
Conversely, Mr Gore won clusters of votes in 
every Republican state bar Wyoming, Utah 
and Nebraska. The Gore enclaves are usually 
towns or universities, or strung out along the 
Mississippi. But Democrats won even in Re- 
publican heartlands. 

It is true that the county-by-county map 
confirms, rather than denies, the existence of 
an urban/rural split in America. But too 
muchcan be made of this division. Over half 
of Americans live in neither of these areas, 
but in suburbs. And suburbia itself is more 
varied than it looks. Inner suburbs look like 
the cities they adjoin (and trend Demo- 
cratic). Outer “exurbs” are usually Republi- 
can. In between, the traditional suburbs split 
more or less down the middle, but in ways 
that fit no clear pattern. 

More important, the census gives an en- 
tirely different account of what is happening 
in this suburban middle ground. At least as 
striking as the rise in immigration or the 
change in internal migration is a demo- 
graphic development that in any other 
country would be called the collapse of the 
lower-middle class. 

Bill Galston of the University of Mary- 
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land argues that, since 1970, the poor and 
working poor (those with household in- 
comes below $25,000 at constant 1999 prices) 
have slipped only a little as a share of the to- 
tal population, dropping from just over a 
third to just under a third. What he describes 
as the poorer middle class has declined as a 
share of the total by over ten points (38% to 
28%). The richer middle class and the rich, on 
the other hand, (those with household in- 
comes over $50,000, of which the very rich 
are a small part) have risen by almost 15 
points from just over a quarter to over two- 
fifths. In other words, the largest single group 
of Americans now is the fast-growing rich 
middle class. 

These are the people living in the sub- 
urbs: the mythical “soccer moms”, socially 
liberal, economically conservative folk con- 
cerned about their children’s schooling, their 
commute to work, their new Palm Pilot. 
Their attitudes contradict the notion that 
America is an apartheid democracy. Largely 
because of the economy’s growth in the past 
decade, traditional economic-interest- 
group arguments play little part in their poli- 
tics (though that may well change if reces- 
sion comes). Instead, they are mostly con- 
cerned about “values”; and Mr Wolfe found 
endless evidence that the value they most 
admire is tolerance. 

For the past 30 years, around 40% of 
Americans have described themselves as 
moderates. That share reached 50% in the 
2000 election. That, suggests Karlyn Bow- 
man of the arı, may be a spike; but it still 
means a plurality of the population sees it- 
self this way, and has done for years. 

Suburban moderation cuts across the re- 
ligious and ethnic lines so evident in the cen- 
sus and election returns. Public Agenda, a 
polling organisation, has found that large 
majorities of Americans see religion as pri- 
marily a guide to morals and good behav- 








iour (rather than, say, a matter of faith or rit- 
ual), and do not want to foist their religious 
opinions on workmates or friends. 

Similarly, the racial divide may be 
changing in the suburbs. One of Mr Frey’s 
most intriguing findings is that, in the 1990s, 
blacks reversed their long trend of leaving 
the South for the cities of the north and be- 
gan returning—this time to the sprawling 
suburbs around Atlanta and other southern 
cities. In the 1990s, the South had a net gain of 
326,000 adult blacks from the rest of the 
country. Most are suburbanites or retirees. In 
Clayton County, Georgia, for the first time, 
black incomers have a higher educational 
level than existing residents. 

So far, this has not altered black voting 
patterns. But other ethnic groups are follow- 
ing the trail, first blazed by Italians, Poles and 
others, away from identity politics and to- 
wards assimilation. One-third of Latinos 
voted Republican. In Texas, the figure was 
43%; in Florida, 50%. And there you can see 
the political affiliations reversing. Cubans in 
the city of Miami have traditionally voted 
Republican. The younger generations who 
have left for the suburbs of Broward County, 
to the north, are more Democratic. Cutting 
across the divide between the two cultures is 
a different pattern: the growth of a large, tol- 
erant, middle-class suburbia. 

That is sometimes used to suggest that 
America is split only shallowly, rather than 
deeply. But that does not dojustice to the evi- 
dence of cultural division. It would be better 
to think of America as a bell shape. At the 
edges are the two sharp tails of the cultural 
and social divide. In the middle is a bulge of 
moderate opinion. The test of Mr Bush’s 
presidency will be whether he marginalises 
the centre and encourages the tails, or 
whether he ignores the tails and appeals to 
the centre, as his campaign promised to do. 

a 
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Congo's president, Laurent 
Kabila, was shot and killed 
by one of his own soldiers. 
The Congolese authorities de- 
layed announcing his death, 
but then announced that his 
funeral would be on January 
23rd. His eldest son, Major- 
General Joseph Kabila, was re- 
ported to have taken over. Re- 
bel fighters demanded places 
in any new government. 


Fighting worsened on the bor- 
der between Guinea and 
Liberia. Fleeing aid workers 
spoke of more rebel attacks 
and of thousands of displaced 
civilians. 


Nigeria auctioned three li- 
cences to run mobile-phone 
systems in a country where 
telecommunication is nor- 
mally abysmal. 


Eight Iranian reformists 
were sentenced to long prison 
terms, most of them because 
they had gone to a conference 
in Germany attended by Ira- 
nian exiles. Germany, and the 
European Union, protested. 


Kuwait's Constitutional 
Court followed a lower-court 
ruling, and parliament’s 
wishes, in refusing to allow 
women the vote. 


In the last days of Bill Clin- 
ton’s presidency, Yasser Ara- 
fat and Israel’s foreign minis- 
ter, Shlomo Ben-Ami, met in 
Egypt. Meanwhile, violence 
continued, including the kill- 
ing of the head of Palestinian 








television, apparently by a 
Palestinian group. 


Estrada escapes? 


The Senate trial of Joseph Es- 
trada, president of the Philip- 
pines, was suspended indefi- 
nitely when prosecution 
lawyers resigned over a deci- 
sion to bar evidence regarding 
the president’s bank accounts. 
There were mass protests in 
the capital, Manila. 


Several thousand Muslims 
protested violently near Srina- 
gar in Kashmir. The unrest 
was over the deaths of mili- 
tants who were killed this 
week during a failed attack on 
the town’s airport. 








Two (barely) teenage rebel 
fighters from Myanmar, Luther 
and Johnny Htoo, were cap- 
tured in Thailand along with 
a small army they led. They 
have been blamed for attacks 
along the border between the 
two countries. 


More than 90 people died in 
fierce fighting between Tamil 
rebels and the army in a 

northern pass in Sri Lanka. 


Britain’s House of Commons 
voted to ban fox-hunting. 
The House of Lords, the sec- 
ond chamber, will try to over- 
turn the measure. 


Ashcroft pleads 


John Ashcroft, George 
Bush’s nominee for attorney- 
general, faced a severe grilling 
from Democrats during his 
confirmation hearings in the 
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Senate. They feared he would 
allow his strong Christian 
views to influence his enforce- 
ment of settled laws, such as 
those allowing abortion. 


Mr Bush said that he planned, 
for the first time, to add 
economists to the staff of 
the National Security Council. 
He also asked George Tenet, 
the present director of central 
intelligence, to stay in the job 
indefinitely. 
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As many as 1,200 people ap- 
peared to have died in an 
earthquake in El Salvador, 
many of them after a mud- 
slide had buried part of a 
middle-class suburb built on a 
deforested hillside near the 
capital, San Salvador. 


A constitutional crisis hit 
Trinidad and Tobago. The 
president refused a request 
from Basdeo Panday, the 
prime minister, to appoint 
seven of his party’s candidates 
defeated in last month’s elec- 
tion as senators. The opposi- 
tion has asked the courts to 
disqualify two elected mem- 
bers of parliament. 


Talking out of turn 


President Vojislav Kostunica of 
Yugoslavia annoyed reform- 
minded members of the in- 
coming government of Serbia 
(the biggest part of the Yugo- 
slav federation) by holding 
talks with his predecessor, 
Slobodan Milosevic, without 
telling them in advance. 


Mr Kostunica also said he 
would not meet Carla Del 
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Ponte, chief prosecutor of the 
UN’s war-crimes tribunal in 
The Hague, when she visits 
Belgrade, Yugoslavia’s capital, 
later this month. 


Acting on a warrant issued in 
Switzerland last year, police in 
New York arrested a Russian, 
Pavel Borodin, who managed 
the Kremlin under its former 
president, Boris Yeltsin. If ex- 
tradited, Mr Borodin faces 
money-laundering charges. 





Germany’s foreign minister, 
Joschka Fischer, gave evidence 
for the defence in a Frankfurt 
court where an old friend 
from his days as an agitator, 
Hans-Joachim Klein, is being 
tried for taking part in a ter- 
rorist attack on OPEC ministers 
in Vienna in 1975. 


The European Parliament, 
seeking to find an Eu-wide 
solution to Bse, or mad-cow 
disease, proposed that all cat- 
tle more than 30 months old 
should be tested for infection. 
Italy identified its first case of 
the scourge. 


The European Parliament also 
voted for a moratorium on the 
use of weapons made with 
depleted uranium. 








Jorge Sampaio, a Socialist, was 
easily re-elected president of 
Portugal, with 56% of the 
vote. 


Norway said it would lift a 
ban on exports of whale meat 
and blubber, despite the long- 
standing international ban on 
whaling. 








+ 
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Squeezing oil 


OPEC agreed to cut oil-pro- 
duction quotas by 15m barrels 
a day. Saudi Arabia, the lead- 
ing oil producer, suggested 
that more cuts might be con- 
sidered to keep the price near 
$25 a barrel. 




















Paul O'Neill, George Bush’s 
Treasury secretary-cesignate, 

| said that he favoured a 

| strong dollar, no doubt hop- 
ing to scotch suggestions that 
he was a friend of exporting 
manufacturers. On cue, the 
yen fell to its lowest level 
against the dollar for 17 
months, breaking through ¥119 
in intraday trading. The euro 
also fell back against the dol- 
lar, reversing recent trends; but 
it went above ¥113 for the first 
time since October 1999. 


eu plans to liberalise trade 
with the world’s poorest 
countries are down if not out. 
Following complaints from 
farm lobbies, Pascal Lamy, Eu- 
rope’s trade commissioner, 
pushed back a proposed tran- 
sition period for his “every- 
thing but arms” market-open- 
ing to 2006-08. The original 
plan was to eliminate tariffs 
on most goods by 2004. 





America’s industrial pro- 

| duction fell by 0.6% in De- 
cember. The monthly fall was 
the largest since June 1998 and 
the third in a row; more evi- 
dence that the economy is 
slowing. Prices rose in Decem- 
ber by 0.2%, and were up 3.4% 
for the year: Markets expect 
that the Fed will soon cut in- 
terest rates again. 


| erating losses of DM982m 





Get De Beers in 


De Beers, a company that 
controls two-thirds of the 
world’s rough-cut diamonds, 
announced a joint venture 
with LVMH, a French luxury- 
goods conglomerate, to sell 
branded diamonds. The new 
company will use the De 
Beers name to market finished 
diamond jewellery to the 
wealthy. It will not source the 
gems directly from De Beers 
but will obtain them from top 
diamond polishers. 





Robert Hendry, the chairman 
of Adam Opel, General Mo- 
tors’ German subsidiary, is to 
resign in March, after Opel 
announced that it made op- 


($463m) last year. Mr Hendry, 
brought in to turn the com- 
pany around, had promised 
that Opel would be profitable 
by 2000. 


Opel’s bad results contributed 
to a sharp fall in GM’s 
fourth-quarter profits of 51%. 
The car maker blamed losses 
in Asia as well as Europe. Ford 
too reported a 33% fall in 
fourth-quarter profits. 









Nestlé, a Swiss food company 
best known for its chocolate 
and coffee, agreed to pay $10.3 
billion for Ralston Purina, the 
world’s second-largest pet- 
food firm. The addition of the 
Purina brand to Nestlé’s Fris- 
kies, Fancy Feast and Gourmet 
will make the Swiss company 
a global leader in dog and cat 
food, a market worth some 
$25 billion a year. 


Schneider Electric, a French 
electric-components company 
that makes items such as light 
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switches for home and busi- 
ness use, acquired Legrand, a 
French rival, for shares worth 
€6.7 billion ($6.3 billion). 
Schneider was rumoured to 
have been a target for Switzer- 
land’s abs and Germany’s Sie- 
mens. European regulators 
may insist on divestments be- 
fore approving the deal. 


Chiquita, an American ba- 
nana company, said it would 
miss some debt repayments 
and would restructure its fi- 
nances by swapping debt for 
equity. It blamed a change in 
EU rules for banana trading 
for its decision and vowed to 
fight other changes that could 
worsen its transatlantic trade. 


Tomkins, a British conglom- 
erate, said that it was talking 
to two American gun compa- 
nies about getting shot of its 
Smith & Wesson handgun 
unit. Tomkins paid $112m for 
the gun company in 1987 but 
expects to recoup considerably 
less; the company carries con- 
tingent liabilities as it and 
other gun makers are pursued 
for compensation through 
America’s courts. 


Low power 


California’s power crisis 
worsened as blackouts began 
and the governor declared a 
state of emergency. Southern 
California Edison, one of the 
electricity companies facing 
bankruptcy, defaulted on debt 
repayments of $596m. Its 
credit rating and that of an- 
other big Californian utility, 
Pacific Gas & Electric, both 
reached junk status. 


$ 


E.ON, a German utility, exer- 
cised an option to sell 45% of 
Viag Interkom to British 
Telecom for €7.3 billion ($6.8 


German mobile and fixed-line 
telecoms company on comple- 
tion of the purchase of a 10% 
stake from Telenor, a Norwe- 
gian telecoms company, an- 
nounced in December. 
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E.ON is in discussion with 
PowerGen, à British electric- 
ity-generating firm, which 
could lead to a takeover for 
perhaps £5.2 billion ($7.7 bil- 
lion). The British company ac- 
counts for 14% of the domestic 
market and recently acquired 
LG&E, an American generator. 
This would help £.on to ex- 
pand in Europe and the Un- 
ited States. However, other 
utilities may also bid for 
PowerGen. 


Satellite state 




















Globalstar Telecommuni- 
cations, a satellite-phone 
company, suspended debt re- 
payments and dividends to 
husband its dwindling sup- 
plies of cash. The company 
denied that it was heading for 
bankruptcy; but it has secured 
only 35,000 of the 1m sub- 
scribers it needed to break 
even. In recent years two other 
satellite-communications com- 
panies, Iridium and ico 
Global, have crashed to earth. 


A three-way deal was an- 
nounced between Telecom 
Italia Mobile, Japan’s NTT 
DoCoMo and KPN of the 
Netherlands to develop wire- 
less Internet services across 
Europe. 


Intel, the world’s biggest chip 
maker, is to pay $748m for 
Xircom, a company that 
makes devices allowing mo- 


porate networks. Intel hopes 
that booming demand for this 
type of equipment will offset 
a possible slowdown in chip 
demand in coming years. 
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China's man pushes out Hong 
Kong's woman 








Anson Chan’s departure means one protection fewer for Hong Kong’s 
autonomy, and one victory more for Tung Chee-hwa 


HOUGH China was keen to stamp its 

sovereignty on Hong Kong after it got the 
territory back on July ist 1997—“Love the 
motherland, love Hong Kong”, went the slo- 
gan—the stamping, it knew, had limits. The 
point was made on the night of the hand- 
over. The outgoing British governor, Chris 
Patten, stood under the Union Jack. The new 
“chief executive”, Tung Chee-hwa, stood 
under the flag of the People’s Republic of 
China. But Anson Chan Fang On-sang, head 
of the civil service and the territory’s number 
two, stood bang in the middle. Mrs Chan, a 
loyal servant under British rule, stood for 
stability and continuity: qualities almost as 
important to the Chinese as patriotism. 

The Chinese continued to recognise the 
importance of Mrs Chan even when Mr 
Tung wanted to be rid of her. The chief exec- 
utive is a decent enough man, yet he entered 
office with a paternalistic outlook and little 
understanding of how power works in Hong 
Kong. He relied on outside friends and advis- 
ers, and expected orders to be carried out as 
soon as they were barked. He quickly met the 
inertia of a civil service used to forming and 
evaluating policy as well as carrying it out. 
Mrs Chan, who epitomises the tradition, be- 
came a focus for his frustrations. 

The authorities in Beijing, ironically, un- 
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derstood better the damage to Hong Kong’s 
international standing, not to mention civil- 
service morale, should Mrs Chan go. In per- 
haps their most forceful intervention yet in 
Hong Kong, Mr Tung’s wish was counter- 
manded. In the spring of 1999, Mr Tung with 
a strained smile declared his joy that Mrs 
Chan was after all going to work with him till 
the end of his first term, in mid-2002. 

If the chief executive were elected by 
universal suffrage rather than by a band of 
appointees, Mrs Chan would win by a land- 
slide. Mr Tung is seen as distant, bumbling 
and patriarchal, always quicker to promote 
“one country” over “two systems”. Besides, 
he speaks Cantonese with a “foreign” (ie, 
Shanghainese) accent. Mrs Chan is seen by 
many in Hong Kong as having the compe- 
tence and the guts to defend Hong Kong’s au- 
tonomy, and has been referred to as “Hong 
Kong’s conscience”. It is a label that has been 
derided by some Hong Kong democrats who 
feel they better deserve the title: Mrs Chan is, 
after all, a conservative embodiment of an 
undemocratic system. 

Yet no one doubts her integrity. Mrs 
Chan said before the handover that if she 
were ever forced to act against her con- 
science, she would resign. And that is why 
the reasons for her now wanting to step 


down in April, with the explanation that she 
wants to spend more time with her family, 
are not being believed. 

Her conscience has been sorely put to the 
test since 1997. Mrs Chan is known to have 
opposed the government's decision to ask 
Beijing to overturn a ruling of Hong Kong’s 
Court of Final Appeal on the rights of abode 
of mainland children born to a Hong Kong 
parent: a humiliation to the court. She has 
slapped down mainland officials who try to 
mix politics across the Taiwan strait with 
business in Hong Kong. She disagreed with 
the treatment of a close aide of Mr Tung’s, 
Andrew Lo Cheung-on, who tried to influ- 
ence opinion polling of the chief executive's 
popularity. As Mr Lo’s nominal boss (she is 
head of the civil service), she wanted Mr Lo 
to go, after an inquiry had found him not to 
be a credible witness, but Mr Tung refused to 
sack him. She has also complained of people 
attempting to drive a wedge between herself 
and Mr Tung, and feels she has been left out 
of the loop on several decisions. 

Moreover, Mrs Chan may well have de- 
cided that things will only get worse. Mr 
Tung is appalled at the way Hong Kong’s 
freedoms allow the Falun Gong, branded as 
subversive on the mainland, to demonstrate 
freely in the territory. Ina striking example of 
freedom, the sect was allowed to use Hong 
Kong’s city hall for a large gathering last 
weekend. Communist-owned newspapers 
in Hong Kong lashed out at the government, 
a source of pride to some officials, but an 
embarrassment to the chief executive. 

Mrs Chan has been an ardent defender 
of basic freedoms. Yet soon the local govern- 
ment will have to draw upa law against sub- 
version, something constitutionally re- 
quired of Hong Kong, but long postponed 
with Mrs Chan’s help. Lastly, while Mrs 
Chan has pressed for a more public debate 
about democratisation in Hong Kong, the 
only changes to the political system that Mr 
Tung contemplates would serve merely to 
make officials more loyal to him. 

The chief secretary’s likely replacement 
is the current financial secretary, Donald 
Tsang Yam-kuen, a man who underscores 
his loyalty to Mr Tung by addressing him as 
louhbaan, Cantonese for boss. Mr Tsang has 
earned respect at home and abroad for the 
way he dealt with the effects of the Asian fi- 
nancial crisis: whether he is prepared to 
wrestle with Mr Tung and Beijing on behalf 
of Hong Kong’s autonomy is less clear. Either 
way, Mrs Chan’s departure means one check 
fewer against the centralisation of political 
power in Hong Kong, and against mainland 
encroachments on its way of life. 

a 
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HONG KONG 


HERE are no hard numbers, but the 
| evidence from Asia’s expatriate com- 
| munity is unequivocal. Three years after 
its handover from Britain to China, Hong 
Kong is unlearning English. The city’s 
gweilos (Cantonese for “ghost men”) 
must go to ever greater lengths tocatch the 
| oldest taxi driver available to maximise 
their chances of comprehension. Hotel 
managers are complaining that they can 
no longer find enough English-speakers to 
act as receptionists. Departing tourists, 
polled at the airport, voice growing frus- 
tration at not being understood. 

This worries the government of a 
Hong Kong competing with rival cities to 
| entice multinational companies tochoose 
it as their regional headquarters. Most 
jealously, it watches that other formerly 
British city-state, Singapore, which boasts 
virtually universal command of Singlish, a 
| rattling-gun, Sinified descendant of the 
global tongue. A sample: “Our English is 
shiok [beautiful], theirs is obiang [bad]. 
They're kayu [stupid] in Hong Kong, lah?” 





Tin Hong Kong they must be kayu 


It works fine for the international set. 

The comparison with Singapore is not 
the only one unfavourable to Hong Kong. | 
The people of Malaysia and Thailand, 
both poorer and less efficient than those 
in Hong Kong, speak better English these 
days. Filipinos, thanks to their American 
colonists, are almost fluent. 

Perhaps most damning of all, how- 
ever, the new motherland itself could 
soon overtake Hong Kong. Not in Sichuan, 
perhaps, or in remote Gansu. But anec- 
dotal evidence—samples conducted in six 
taxis and three all-night shops in both 
Shanghai and Hong Kong—already gives 
Shanghai the fluency lead over the former 
colony by five to four. 

Indeed, if ever there has been a boom 
for the English language, it is in China to- 
day. When the Wall Street Institute, the 
world’s largest English-language teaching 
organisation, recently opened a branch in 
Beijing, “they were lining up so long it | 
blew every record out of the water,” re- 
calls Peter Forsyth, a director. 








The Philippines 


Enveloped 


MANILA 


HE collapse of the impeachment pro- 

ceedings against President Joseph Es- 
trada on January 17th does not necessarily 
mean he will escape judgment. As the Senate 
adjourned the trial of Mr Estrada indefi- 
nitely, thousands of demonstrators gathered 
in Manila and other cities to pronounce their 
own verdict: that the Philippines’ demo- 
cratic constitution had failed to rid the coun- 
try of a corrupt president, and that Mr Es- 
trada will have to be removed 
from office by another “people 
power” revolution of the kind 
that deposed Ferdinand Marcos 
in 1986. 

By the start of the 23rd day of 
hearings in Mr Estrada’s im- 
peachment trial, the prosecution 
had presented a plausible case 
that the president had illegally 
enriched himself and his cronies 
during his two years in office, and 
should be dismissed. All the 
prosecutors needed was for the 
Senate, which was conducting 
the trial, to permit the unsealing 
of a (manila?) envelope contain- 
ing records submitted to the 
court by Equitable pci Bank, the 
country’s third-biggest. 
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These records, the prosecution con- 
tended, were crucial to their efforts to prove 
their corruption case against Mr Estrada, by 
showing that he kept a number of secret ac- 
counts, one of which allegedly contained 3.3 
billion pesos ($60m). The defence argued 
that the bank records were irrelevant, be- 
cause the offences they were intended to 
prove were not specified in the impeach- 
ment charges. Pro-Estrada senators, in a 
carefully planned move, called for a vote on 
the question. The Senate then voted 11-10 to 
prevent the envelope from being opened. 
One pro-government member danced with 
glee. One opposition senator burst into tears. 
The Senate chairman was so disgusted that 











he immediately resigned his post...” 

More importantly, all the principal pros- 
ecutors, who are members of the House of 
Representatives, also quit the trial, denounce- 
ing it as a charade. They argued that the vote 
to prevent them from presenting the bank 
records as evidence was tantamount to a 
vote to acquit Mr Estrada. When, the next 
day, the Senate met to resume its hearings, 
the trial was adjourned sine die because no 
prosecutors were present. For all practical 
purposes, the impeachment proceedings 
were finished. And even if the trial resumes: 
and the fateful envelope is opened, it is now 
plain that Mr Estrada has enough loyalists in 
the Senate to make the two-thirds majority 
needed to remove him unattainable. 

But that was not the end of the story. 
Within hours, thousands of opposition de- 
monstrators had gathered on the Epifaniode 
los Santos Avenue, known to all as EDSA, to 
express their disdain for the Senate and de- 
mand Mr Estrada’s immediate resignation. 
The choice of epsa was deliberate. It was 
there, in 1986, that tens of thousands of Filipi- 
nos blocked the roadway to prevent Presi- 
dent Marcos’s troops from attacking the per- 
petrators of a failed coup against him. Rather 
than confront such crowds, Marcos fled the 
country, and epsa remains a shrine to this 
day. Just in case Mr Estrada did not take the 
point that he could be about to suffer Mar- 
cos’s fate, the demonstrators at epsa were 
addressed by three old heroes of the people- 
power revolution: ex-Presidents Corazon 
Aquino and Fidel Ramos, and Cardinal 
Jaime Sin, the primate of the mainly Roman 
Catholic nation. 

But 2001 is not 1986. For a start, Mr Es- 
trada is no Ferdinand Marcos. The incum- 
bent president may be corrupt, but he has 
never been accused of the widespread bru- 
tality that Marcos was blamed for. Unlike 
Marcos, Mr Estrada can claim a popular 
mandate, having won the largely fair 1998 
presidential election by a landslide. More- 
over, the armed forces and police have de- 
clared their support for the constitution. 

Even so, military officers of- 
ten have a sharper vision of the 
Philippines’ potential as a mod- 
ern East Asian state than do Mr 
Estrada and his cronies at the 
presidential palace. The armed 
forces’ chief of staff, General An- 
gelo Reyes, has said his men will 
“thwart any attempt by any 
vested-interest groups to exploit 
the situation to their advantage”. 
General Reyes, however, likes to 
chose his words carefully. If the 
crisis should lead to violent riots, 
it should not be taken for granted 
that the army would blindly fol- 
low Mr Estrada’s orders, if it be- 
lieved him to be the ultimate rea- 
son for the disorder. 
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Indonesia 


Even nastier 


BANDA ACEH 


T SOUNDED encouraging: a “moratorium 

on violence” in Aceh, one of several Indo- 
nesian provinces where rebels are demand- 
ing an independent state. But hours before it 
began on January 15th, fighting raged round 
the industrial city of Lhokseumawe. This 
truce seemed as doomed as the seven- 
month ceasefire that has just expired, during 
which some 500 people died. 

The “moratorium” is supposed to be a 
chance for the government and the Free 
Aceh movement, GAM, to sit down some- 
where in Europe and discuss the political is- 
sues separating them. The division is great. 
Before the agreement was signed, the vice- 
president, Megawati Sukarnoputri, had said 
that Aceh must remain part of Indonesia. 
The Free Aceh rebels say they will not give up 
their aim of a separate state. Nor is the gov- 
ernment likely to favour the rebels’ demands 
for an election as part of a solution. It has re- 
jected anything that smacks of a referendum 
like the one held in East Timor in 1999, which 
would probably produce a solid vote for in- 
dependence. 

The police in Aceh added to the feeling 
that the truce would fail when they an- 
nounced they would continue to seize 
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bomb blastsurprises noone. The rebels seem 
stronger than ever. With much of the rest of 
Indonesia in a state of chaos, time may be on 
the rebels’ side, and they seem to realise it. 
Nashruddin Ahmad, a spokesman for the 
rebels, says that if the government is intelli- 
gent it will get out now, and not just out of 
Aceh but also out of Irian Jaya at the other 
end of the country. 

Although the government dismisses 
such talk, it will struggle to win back the con- 
fidence of the Acehnese after years of op- 
pression. Some onlookers say the govern- 
ment was “about 70%” to blame for the 
failure of the previous truce. Even its offer of 
wide autonomy is bogged down in argu- 
ments about how much of 
the province’s income from 
oil and gas it should keep. 
Soldiers are regarded by 
most people as an occupa- 
tion force. Ordinary Aceh- 
nese tell of how they barely 
escaped with their lives 
when caught in an army 
“sweeping” operation. 

Sa If nothing comes of its 
oN E- negotiations with the GAM, 





heavily-armed Indonesian 
police and soldiers remain a common sight, 
even in the capital, Banda Aceh, which for 
years was barely touched by the fighting. 
Throughout Aceh most people stay in 
after dark. The sound of the occasional 


the government hints that 
it may talk to what it calls “other” Acehnese 
groups. It threatens to hive off much of the 
centre and south into a new province named 
Galaksi, an abbreviation coined from its 
constituent parts. There is also a suggestion 





PHNOM PENH 


CCT N CAMBODIA, no ice-cream,” a Thai 

woman at Bangkok airport warned 
the little girl who was travelling to Phnom 
Penh. But the child knew better. The street 
kiosks and supermarkets of Cambodia 
have long been selling ice-cream and a 
huge array of other desirables, from plastic 
chairs to prickly-heat powder, most of 
them imported from Thailand. 

The Thais long ago realised that they 
had more to gain from economic domi- 
nance of Cambodia than from military in- 
vasions. Having inundated the country 
with manufactured goods, the Thais have 
branched into even more lucrative service 
industries. “It’s inevitable really,” says a 
businessman. “Someone has to develop 
this country and clearly it’s not going to be 
the Cambodians.” 

Two Thai telephone companies, Sa- 
mart and Shinawatra, offer mobile-phone 
services. Thailand’s Bangkok Airways was 
the first to fly direct from Bangkok to the 
temples of Angkor Wat. At least three Thai 
banks are open for business in Phnom 
Penh. Dollars and Cambodian riel are 
widely accepted, but Cambodians near 











Thailand buys Cambodia 


the border compare prices in Thai baht. 
Thailand’s military brass used to do 
good business in timber and precious 
stones with the Khmers Rouges. That 
cross-border trade is waning, with the re- 
bels finished, the rubies running out and 
Cambodia bowing, albeit half-heartedly, 
to international pressure about logging. 
But the resourceful Thais have successfully 
branched out into tourism and gambling. 
The temples of Angkor Wat are archi- 
tecturally more impressive than anything 
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Thailand 








Thailand has to offer. Thai generals, the 
kings of prostitution and go-go bars in 
their own country, had long been frus- 
trated by a ban on gambling. Once peace 
returned to Cambodia, they woke up to the 
fact that gambling there is legal as long as 
the gamblers are not Cambodians. Land is 
cheap and the Cambodian armed forces 
are keen to strike deals. So the idea of pop- 
across-the-border gambling was born. 

Koh Kong, an island resort hacked out 
of the forest, has been welcoming busloads 
of Thai gamblers for more than two years. 
So has the resort at Pailin, once a stronghold 
of the Khmers Rouges. “The Thai govern- 
ment doesn’t encourage Thai nationals to 
cross over, but on the other hand it does 
nothing to stop them either,” says a man- 
ager at the Pailin casino. 

There are four casinos at Poipet, a dusty 
one-horse town favoured by promoters 
because it is close to a border crossing. 
Construction continues through the night 
on floodlit building sites for two more. Un- 
like Pailin and Koh Kong, which are simply 
no-nonsense gambling resorts, Poipet sees 
itself as a future Las Vegas. A casino under 
construction is called Star Vegas. Ironically, 
though, the call-girl market in Poipet is mo- 
nopolised by the Thais’ traditional enemy 
in Cambodia, the Vietnamese. 
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to hive off the west coast, an area unaffected 
by violence until two years ago, since when it 
has become a battleground. 

Despite government claims that these 
changes would be welcomed, informed 
Acehnese say they have almost no popular 
support at all. The effect of the changes 
would be to divide the territory occupied by 
the historical Aceh sultanate, presumably in 
the hope that it would quell dissent, a strat- 
egy adopted by Indonesian governments 
elsewhere in the past. It could also sow the 
seeds for an even nastier war. “As in East Ti- 
mor, the government aims to set Acehnese 
against Acehnese,” says an analyst gloomily. 
ities aint aI esti Seer aetna OE 


America and North Korea 
Hard going 


NE of the disappointments of his final 

months as America’s president, Bill 
Clinton has said, was the failure to clinch a 
deal with North Korea toend the production 
and export of its medium- and longer-range 
missiles. George Bush has suggested he may 
go on exploring such a deal, provided it can 
be verified (Mr Clinton’s sticking-point too). 
Yet if America’s continuing agreements with 
North Korea are anything to go by, even 
hard-fought ones can come unstuck. Far 
from being a model to work from, the 1994 
“framework” agreement which traded two 
western-designed, less proliferation-prone 
nuclear reactors for the freezing and even- 
tual dismantling of North Korea’s plutonium 
production is a study in frustration all round. 
And it is running into new obstacles. 

The optimistic target for completion of 
the first of the two reactors was 2003. In fact, 
© work to level the hills in the way at the 
Kumho site is not yet finished, and the first 
concrete is unlikely to be poured before the 
end of next year. Typically, such reactors can 
take seven years to build. Meanwhile KEDO, 
the American-led consortium supposed to 
master-mind the project, 
and which also includes 
South Korea, Japan and the 
European Union, has to beg 
and scrape each year to find 
the cash for the 500,000 
tonnes of heavy fuel oil 
promised to North Korea to 
tide it over until electricity 
from the two new reactors 
comes on stream. 

The delays are not 








TAIPEL 


HE Taiwanese government went into 

shutdown mode this week, all thanks 
toa bitter row over the future of the coun- 
try’s fourth nuclear power plant. Work 
was started on the $5.2 billion plant when 
Taiwan still had a Kuomintang (km) gov- 
ernment; one-third is now built. The 
Democratic Progressive Party (ppp), which 
defeated the xm inapresidentialelection 
last March, has consistently opposed nu- 
clear power, partly for safety reasons— 
Taiwan is earthquake prone—and partly 
because of worries about what to do with 
the waste on an island Taiwan’s size. The 
KMT says the plant is essential to the is- 
land’s prosperity. The ppp suspects it is 
more interested in kickbacks surrounding 
the project, which might have to be repaid 
were it cancelled. 

In October, Chang Chun-hsiung, the 
prime minister appointed by the ppp 
president, Chen Shui-bian, announced 
that building work on the plant would be 
stopped. An apoplectic kmt, which after 
55 years in power is not inclined to bow 
out gracefully, considered whether to seek 
Mr Chang’s dismissal or try to achieve the 
“recall”—sacking—of President Chen 
himself. Cooler heads prevailed, suggest- 
ing that the prime minister did not have 
the power to cancel the project. The bud- 
get passed by the legislature, being an act 
of parliament, had the force of law; it 
could not therefore be changed by the ex- 





Power play in Taiwan 










ecutive without legislative approval. Be- | 
hind the legal argument lies the practical 
question of who has the upper hand in 
Taiwan—the legislature, where there is still 
aKMT majority, or the cabinet. 

The question was given to the Council 
of Grand Justices to ponder. Its verdict on 
January 15th blamed both the cabinet, for 
not consulting the legislature before can- 
celling the project, and the legislature, for 
not listening to the prime minister's ex- 
planation of his action. Most of the jus- 
tices are thought to have taken the view 
that the prime minister had acted uncon- 
stitutionally, but to have said so publicly 
would have triggered Mr Chang’s resigna- 
tion and damaged political and economic 
confidence. 

That may happen anyway. The jus- 
tices want the executive and the legisla- 
ture to start again and go through the cor- 
rect constitutional moves. But if the 
legislature turned down Mr Chang’s deci- 
sion, which is all but inevitable, he would 
probably have to go. 

Amid all this gamesmanship, the 
work of both the cabinet and legislature 
remains almost paralysed. It is no surprise, 
then, that calls for Mr Chang simply to re- 
start work on the plant, and thus save his 
job, are mounting, as is condemnation of 
the ppp for not appreciating the reality of 
its position as a minority government and 
adjusting its policies accordingly. 











difficulty of negotiating complex protocols 
with a suspicious regime completely unused 
to normal international practices. Kim Jong 
Hs secretive visit to Shanghai this week, the 
North Korean leader's second factory-tour 
to China in eight months, suggests he is start- 
ing to understand how much- North Korea 
has tolearn. 

But the project has re- 
cently hit some big techni- 
cal snags too. Although the 
reactors follow a South Ko- 
rean standard model, they 
incorporate American de- 
sign and technology. Gen- 
eral Electric, for example, 
has been asked to supply 
turbo-generators, but is 
chary of doing so without 
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KEDO's fault. North Korea’s 
own provocative past behaviour has repeat- 
edly delayed the project, sometimes for 
months on end. Recently, the regime has 
been trying to squeeze more hard currency 
out of kepo than the agreements stipulate 
by withdrawing some of its workers from the 
site. But a lot of the delay is just caused by the 
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better liability cover than 
North Korea seems ready or able to provide. 
If Kepo is forced to turn to other suppliers, 
possibly Japanese ones, parts of the reactor 
design will have to be adapted, causing fur- 
ther delays. Meanwhile, the cost to North 
Korea of upgrading its shambolic electricity 
grid so that it can handle safely the large 


amounts of power to be generated by the 
new reactors is being variously estimated at 
anything between $300m and over $3 billion. 
And North Korea has still to satisfy interna- 
tional inspectors about its past plutonium 
production at its original reactor site at Yong- 
byon. No nuclear parts can be sent:from 
America or anywhere else till it does.. 

In other words, more delays seem inev- 
itable. This has led some to propose changing 
the 1994 agreement, either to supply only one 
nuclear reactor, with help for the upgrading 
of the power grid, or else to substitute con- 
ventionally-powered plants, using coal or 
oil. That way, North Korea would more 
quickly get the electricity its economy badly 
needs. But there are big drawbacks. One is 
that South Korea was looking to the North 
Korean reactor project to promote sales of its 
reactors elsewhere. The other is that the 1994 
agreement was signed by America chiefly to 
halt, and eventually dismantle, North Ko- 
rea’s rogue nuclear industry. The high-pres- 
tige, better designed nuclear reactors were 
what clinched the deal. Without them, 
North Korea may go back to building its own. 


See a = | 
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UNITED STATES 


The trouble with John 


WASHINGTON, DC 


The clash over John Ashcroft’s nomination as attorney-general is a fight 
about how conservative it is possible for George Bush to be 


OHN ASHCROFT has a seven-foot home- 

made Statue of Liberty in his barn that he 

constructed out of barbed wire. In the Sen- 
ate, he co-sponsored a “Human Life” 
amendment, which defined life as starting at 
the moment of conception. It favoured ban- 
ning abortion even in cases of rape or incest 
(though not if the life of the mother were 
threatened) and outlawing some 
forms of contraception. 

As governor of Missouri, he 
sought to allow the use of con- 
cealed weapons and in the Sen- 
ate voted against safety locks and 
a ban on assault weapons. In 
1998, he gave an interview to 
Southern Partisan praising it for 
defending “Southern patriots”. 
He accepted an honorary degree 
at the notorious Bob Jones Uni- 
versity, voted against a proposed 
ambassador on the grounds that 
he was homosexual and once op- 
posed a voluntary plan to deseg- 
regate the racially divided 
schools district of St Louis. He 
also wants to cut taxes, impose 
term limits and encourage 
churches to provide more wel- 
fare services. 

In short, Mr Ashcroft is an 
American religious conservative. 
Is such a man fit to be attorney- 
general? In the normal course of 
events, there is little doubt that 
the answer would be yes. This is 
partly because millions of perfectly decent 
Americans espouse Mr Ashcroft’s views (so 
he is hardly beyond the pale). And itis partly 
because of the way in which cabinet nomi- 
nees are approved. 

The constitution says the president ap- 
points his cabinet “with the advice and con- 
sent of the Senate”. That role has always been 
narrowly construed. In the Federalist Papers, 
Alexander Hamilton argued that the “advice 
and consent” rule was intended to block 
only people who were incompetent, corrupt, 
or criminals. Senators have refused to use 
confirmation hearings merely to weed out 
those they disagree with because that would 
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blur the boundaries between the adminis- 
tration and the legislature. Their Republican 
leader, Trent Lott, made this point when he 
argued, on Mr Ashcroft’s nomination, that 
“George W. Bush was elected president. He is 
a conservative, and he is entitled to have a 
cabinet of his choosing.” 

By this standard, Mr Ashcroft ought to be 





All the president’s man 


confirmed. That is so even though he himself 
once denied the “deference standard”. In 
November 1997, he voted against a Demo- 
cratic nominee to the civil-rights division of 
the Justice Department on the grounds that 
he had been sent to Washington “to evaluate 
whether or not an individual would be the 
kind of an administrator in an agency that 
people are entitled to have.” (In other words, 
Ican second-guess the president.) 

His confirmation should also survive the 
accusation that he is a racist. In 1999, stuck in 
a tight Senate race, he engaged in low racial 
politics by falsely branding a black judge in 
his state “pro-criminal”.Still,as governor, Mr 


Ashcroft appointed eight black judges; by 
most objective standards, he is not the bigot 
some Democrats have called him. 

On balance, Mr Ashcroft is a serious and 
hardworking politician. One of the reasons 
for choosing him is that Mr Bush thinks the 
Justice Department needs a thorough over- 
haul after years of upheaval under Janet 
Reno, and Mr Ashcroft was attorney-general 
in Missouri for eight years. 

In that post, he also passed the test posed 
by Charles Schumer, the (senior) senator 
from New York who asked him at the hear- 
ings whether as attorney-general he could 
enforce laws that he disagreed with as sena- 
tor. As one of his supporters, Senator Jon Kyl 
of Arizona, put it: “as attorney-general...he 
enforced Missouri’s Brady Bill, its gun reg- 
istration bill. And with respect to abortion, 
he rendered opinions as attor- 
ney-general that were contrary 
to his personal beliefs, but which 
upheld Missouri law.” 

For all these reasons, Mr Ash- 
croft should expect to be con- 
firmed. Indeed, it seems likely 
that all 50 Republican senators 
will vote for him and so will at 
least one Democrat, Zell Miller of 
Georgia. But it is not a certainty; 
and the nature of his confirma- 
tion hearing has been unusual. 

The reason for this ab- 
normality has less to do with Mr 
Ashcroft than the election re- 
sult—and Mr Bush’s reaction toit. 
Begin with the closeness of the 
election result. “When senators 
suspend their own ideological 
views in the confirmation pro- 
cess, they do so for the sake of let- 
ting the president do what the 
majority of the people elected 
him to do,” Michael Sandel, a 
professor at Harvard, has argued 
in the New York Times. “But in 
this election, more people voted 
for Al Gore than for Mr Bush.” 

This sense that the election outcome 
changes the rules of politics has embold- 
ened Mr Ashcroft’s critics. Previous hearings 
have also been bitter, but those concerning 
cabinet nominees have concentrated on 
personal matters. Ideological conflict of the 
sort Mr Ashcroft endured has hitherto been 
confined to judicial appointees who outlast 
any one administration. (Indeed, the grilling 
of Mr Ashcroft is in part a warning from 
Democrats of even more vicious battles to 
come if Mr Bush nominates controversial 
conservative judges to the Supreme Court.) 

This ideological conflict has been en- 


31 


UNITED STATES 


couraged by Mr Bush’s reaction to his elec- 
tion. He sometimes reverts to the “uniter not 
a divider” mantra of his campaign. But for 
the most part, he seems to be trying to stamp 
his authority and conservatism on a divided 
Congress. Pressing for a huge tax cut and in- 
sisting on his plans for a national missile de- 
fence fit this picture. So does making sure Mr 
Ashcroft becomes attorney-general. 

All that said, there is a final question 
worth considering: should Mr Ashcroft even 
have been nominated? 

Mr Ashcroft is no racist. But his attacks 
on Judge Ronnie White showed him to be 
something almost as bad:a liar and a charac- 
ter assassin. Mr Ashcroft said Judge White 
had “a serious bias against the death pen- 
alty.” The judge had upheld almost 70% of 
the death penalty cases he had reviewed. Mr 
Ashcroft said he would “push law in a pro- 
criminal direction”, a grotesque charge for 
which there is no evidence at all. And he said 

-Judge White had a “tremendous bent to- 
ward criminal activity”. As Stuart Taylor 
pointed out in the National Journal, this 
was an outrageous remark: had Mr Ashcroft 
made it outside the privileged confines of the 
Senate chamber, Judge White would have 
had a clear case of slander against him. 

The judge was due to testify before the 
Senate judiciary committee as The Econo- 
mist went to press. Unless that testimony 
produces something remarkable, the Senate 
will confirm Mr Ashcroft. But he should not 
have been nominated in the first place, no 
matter what point Mr Bush was trying to 
prove. 





Taxes and the economy 
Read his lips 


NEW YORK 


F YOU thought George Bush’s tax prom- 

ises would be as empty as his father’s, ex- 
pect to be disappointed. During the election 
campaign, most economists derided his pro- 
posed package of tax cuts as fiscally reckless, 
and hoped it would soon be forgotten in of- 
fice. Now, as America’s economy has tee- 
tered from boom to possible recession, even 
congressional Democrats seem likely to vote 
for some sort of reduction. 

Some conspiracy theorists are claiming 
that Mr Bush would like a recession now, so 
that it can be long gone by the next election 
(hence his alarmist comments about the 
economy going into a “tail-spin”). A more 
cogent debate surrounds the idea that a re- 
cession makes tax cuts less reckless. Even if 
that is true, most economists argue that fine- 
tuning the economy is best done, if at all, by 
changing interest rates. The planned tax cut 
will come into effect only in 2002 (and be 
phased in over ten years). The real test of Mr 
Bush’s plan will be its long-term effect on 
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America’s public finances. 

The president looks likely 
to present his plan to Congress 
as a single all-encompassing 
bill, despite advice from Den- 
nis Hastert, the House speaker, 
that progress might be easier 
witha series of smaller tax cuts. 
The figure will be enormous. 
Mr Bush has talked about a tax 
cut of $13 trillion, but that ig- 
nores the government's higher 
interest payments caused by 
paying off fewer of its debts. 
The true cost is at least $1.6 tril- 
lion, maybe even $2 trillion. 

Moreover, fears are grow- 
ing that the fiscal surplus avail- 
able for Mr Bush to give away 
(officially some $2.5 trillion 
over the next ten years) may be 
smaller. The economic slow- 
down and the fall in share 
prices on the Nasdaq, with its 
consequences for capital- 
gains-tax revenues, have to be taken into ac- 
count. And there is a debate about the tax- 
payer’s potential bills for Social Security and 
Medicare. The White House this week 
dropped its forecast to a $1.6 trillion surplus. 

These things may come back to haunt 
Mr Bush and his successors; but, in practical 
political terms, they matter little. If even the 
Democrats are now behind an economy- 
fortifying tax cut, then there will be one. It 
will be the third big give-away since the sec- 
ond world war, after those of the Kennedy- 
Johnson and Reagan administrations. The 
only question is, what form should it take? 

The plan Mr Bush campaigned on had 
several parts. It would reduce the number of 
marginal rates of income tax from today’s 
five (39.6%, 36%, 31%, 28% and 15%) to four 
(33%, 25%, 15% and 10%). Child credit would 
be doubled to $1,000 a child, and the upper 
limit for tax-relieved contributions to edu- 
cational savings accounts would soar from 
$500 to $5,000. Estate taxes would be phased 
out, and married couples in which both 
work would get a new 10% deduction. 

The abolition of the “marriage penalty” 
should sail through. Getting rid of inheri- 
tance tax will draw more Democratic fire 





Top heavy 


Effective tax rates for theoretical family 
2001, % 





es 50 


| id ae i 











25 


L 1 L out 1 G d; 1 50 
0 50 100 150 200 250 300 350 
Income, $'000 


Source: American Enterprise Institute 














- The rich will always be with us : - 


(since it especially helps the rich), but the 
Democrats’ main target will be the income- 
tax cuts. The Democrats say this tax cut will 
also go largely to the rich. This is true, but 
only because the poorer half of the taxpay- 
ing population stumps up less than 3% of the 
total income-tax take. Although richer tax- 
payers would benefit most from Mr Bush’s 
plan, it would nonetheless increase the share 
of total income tax they pay. 

Lobbyists, as well as politicians from 
both parties, will be seeking exceptions and 
enhancements. The Democrats may try to 
add big tax-breaks for health insurance. 
Mark Bloomfield of the American Council 
for Capital Formation expects the Bush tax 
cut to combine income-tax rate cuts with 
measures to boost capital creation. 

Trent Lott, the Republican leader in the 
Senate, wants to reduce the rate of capital- 
gains tax from 20% to 15%, claiming that a cut 
from 28% to 20% in 1997 increased economic 
growth. But a big gap between the top rate of 
income tax and capital-gains tax opens a 
door to tax avoidance (as people convert in- 
come to capital gains). Mr Bush may opt in- 
stead for other attempts to help capital for- 
mation, such as making permanent the 
current tax credit for research and develop- 
ment. Saving may be encouraged with bigger 
tax breaks for retirement schemes. 

Alas, nobody expects Mr Bush to pro- 
pose what the system probably needs most: 
radical simplification. After endless piece- 
meal offering of tax breaks to favoured 
groups, America’s tax code “is now as messy 
and incoherent as it has ever been,” says Ke- 
vin Hassett of the American Enterprise Insti- 
tute. He helped John McCain craft a simpler, 
less costly plan. But then Mr McCain did not 
make it past the primaries. America voted 
for a tax cut, not tax reform. 
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Campaign-finance reform 


Dam the river 


WASHINGTON, DC 


S GEORGE BUSH rides into the White 
House, he has a burr under his saddle 
thatis hard to shift. It comes not from Demo- 
crats in Congress, but from John McCain, his 
erstwhile opponent in the Republican pri- 
maries. Mr McCain plans to continue his 
crusade for campaign-finance reform when 
the Senate reconvenes next week. 

For years, campaign-finance reform has 
been an issue well-suited to Washington 
gridlock: supported (in parts) by Democrats, 
blocked by Republicans, little noticed else- 
where. Yet once Mr McCain turned his cam- 
paigning fire against an election system 
awash with money, the issue became more 
difficult for Republicans to 
sweep under the carpet. 

Mr McCain says that he 
has enough votes to pass 
the McCain-Feingold bill 
(the honours are shared 
with Russ Feingold, a liberal 
Democrat from Wiscon- 
sin). Once that is done, Mr 
Bush will have to decide ei- 
ther tosign the bill, or veto it 
at his peril. 

The bill proposes to 
eliminate “soft money”; ie, 
` unlimited and unregulated 
funds that are channelled into the political 
parties for so-called “general” expenditure, 
but often end up boosting individual cam- 
paigns. Both companies and trade unions 
are rich sources of soft money, so both par- 
ties benefit; but Republicans have long had 
the edge. It is Republican politicians who 
have so far successfully blocked McCain- 
Feingold in the Senate. The argument against 
it remains that campaign contributions are 
the equivalent of free speech, and are thus 
protected by the constitution’s first amend- 
ment. Current law upholds this. 

Yet several things have changed, not 
least Senate arithmetic. In 1999 the bill was 
backed by all 45 Democrats and a handful of 
Republicans, yet it failed to get the 60 votes 
necessary to break a Republican filibuster. In 
November, however, voters removed five 





His chance has come 


cording to John Zogby, a pollster, dislike of 
this profligacy is strongest among working- 
class voters (not all of whom by any means 
are Democrats), and could ultimately hurt 
the Republican Party’s chances in the 2002 
elections. 

Moreover, the Republicans can no lon- 
ger count on soft money to give them an out- 
right advantage over their opponents. Ac- 
cording to Common Cause, of nearly $460m 
raised in soft money for last year’s elections, 
Republicans ended up with only 52% of the 
total. For the first time, more than half the 
money Democrats raised was the soft sort. 
This may frighten several Republican sena- 
tors who face a tough re-election fight in two 
years’ time. 

It may also undermine Democratic sup- 
port for McCain-Feingold. If Democrats 
have suddenly got good at doing something 
dodgy, why should they stop themselves? 
Mr McCain agrees that this 
could be a problem, but in- 
sists that McCain-Fein- 
gold’s long history has given 
every senator a voting re- 
cord on the issue, so any 
Democrat who changes his 
vote will be open to charges 
of hypocrisy. 

All this makes things 
sticky for Mr Bush. During 
the Republican primaries, 
when he was raising money 
hand over fist, he opposed 
the idea of a ban on soft 
money. Mr Bush reckons that any cam- 
paign-finance proposal ought to include a 
provision allowing workers to opt out of 
automatic union contributions. Yet few be- 
lieve that such a provision (so-called “pay- 
cheque protection”) would ever be accepted 
by congressional Democrats. 

If Mr Bush were to veto a prominent bi- 
partisan bill at the start of his administra- 
tion, it might make his pledge to “change the 
tone” in Washington seem rather hollow. His 
team snorts that he should be concentrating 
on other things. Not surprisingly, Mr 
McCain denies that he is trying to steal Mr 
Bush’s thunder. The start of any administra- 
tion, he argues, is taken up with cabinet-con- 
firmation hearings; this creates a window for 
pushing campaign finance through. 

Mr McCain knows that this may be his 





Republican senators who 
opposed campaign-fi- 
nance reform and replaced 
them with five who like it. 
Second, Americans are 
getting more exercised 
about the sheer amount of 
money sloshing round the 
system. During the latest 
election cycle a record $3 
billion was spent to elect 
federal candidates, up from 
$2. billion in 1995-96. Ac- 
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only chance. Any bill not 
considered early on will be 
pushed aside when the 
250o) Senate takes up Mr Bush’s 
main proposals. After that, 
it will be time for another 
election and then any at- 
tempt to dam the river of 
money will run up against 
an even greater natural 
force: every politician’s 
wish to survive. 
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That flag again 


Atlanta breeze 


ATLANTA 


T FIRST glance, the banner wrapped 
around the podium at Atlanta’s main 
Martin Luther King Day rally looks like the 
flag of the state of Georgia. Assorted speakers 
rail against racial bias in the police and the 
judiciary and cheer affirmative action above 
the state’s familiar blue stripe and seal. But, 
on close examination, the blue-on-scarlet 
Confederate cross that normally adorns the 
flag has been replaced by three innocuous 
red and white stripes. 

The demonstrators—almost all of them 
black—treject the official flag as an emblem 
of slavery and segregation and want it re- 
placed by the doctored version. But the 
state’s lawmakers, who are mostly white, are 
unlikely to oblige. The impending row could 
cost Georgia its reputation as a model of race 
relations for the “new South”, and perhaps 
loosen the Democratic lock on state politics 
that has endured since the Civil War. 

This was not supposed to happen. Geor- 
gia prides itself on its many black mayors, 
legislators and congressmen. Atlanta, its 
capital, bills itself as a city “too busy to hate”. 
On Martin Luther King Day last year, protes- 
ters concentrated their ire on South Carolina, 
which then flew the Confederate flag on top 
of its state house and refused to observe the 
nationwide holiday in honour of King. 

But last July, under pressure from a black 
economic boycott, South Carolina decided 
to move the flag and to institute a holiday. 
Andeven Mississippi, widely considered the 
darkest, deepest recess of the South, has just 
passed a law to pave the way for a referen- 
dum on changing its flag. Now Georgia is 
firmly in the protesters’ sights, and another 
boycott is being threatened by black leaders. 


Georgian facade 


The flag’s defenders insist that it is simply a 
symbol of southern heritage, with no racist 
overtones. That is disingenuous: Georgia 
adopted the current flag only in 1956, to prot- 
est against the growing pressure for deseg- 
regation. On the other hand, the protesters’ 
putative replacement (the one with red and 
white stripes) is closely modelled on the offi- 
cial flag of the Confederacy, which, though 
less well known than the Confederate mili- 
tary emblem on the current flag, is arguably 
justas redolent of the South’s past. 

Needless to say, these arcane historical 
distinctions are merely acode for contempo- 
rary grievances. Those most opposed to 
change (mainly white men) detect another 
liberal assault on their values akin to affir- 
mative action, gun control or homosexuals 
in the army. The fiercest advocates of change 
see the current flag as a symbol not just of 
past wrongs but of continued racism 
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Fore! 


O MOST people, golf is a game of skill. 

To others it is a war of nerves. Few view 
it as, first and foremost, a contest of stam- 
ina. But this is what the nine justices of the 
Supreme Court were asked to believe on 
January 17th, when they heard oral argu- 
ments in a case which, though it involves a 
sport that some consider less exciting than 
watching paint dry, has riven the nation’s 
golfers. The question: is a crippled profes- 
sional golfer cheating if he uses a golf cart? 

After their controversial decision in 
Bush v Gore, the justices can scarcely have 
rushed to take on a case that has split coun- 
try clubs across the nation. And court- 
watchers point out that in this case Sandra 
Day O'Connor, the swing justice in so 
many cases, may have a personal interest. 
An avid golfer, she recently scored a hole- 
in-one. Was she using a golf cart? The ques- 
tion remains unanswered. 

The case before the court involves Ca- 
sey Martin, a 28-year-old professional 
golfer who suffers from Klippel-Trenau- 
nay-Weber syndrome, a debilitating circu- 
latory disorder which has withered his 
right leg and made it painful for him to 
walk far. Despite this, Mr Martin, a former 
team-mate of Tiger Woods in Stanford 
University’s golfing squad, has pursued a 
professional career. When the Professional 
Golfers’ Association (PGA) refused to allow 
him to use a golf cart in one of its tourna- 
ments, Mr Martin successfully sued under 
the Americans with Disabilities Act (ADA). 

Mr Martin’s lawsuit has garnered enor- 
mous attention as it has moved through 
the courts over the past three years. He has 
won atevery stage, maintaining that his in- 





ability to walk the entire length of a golf 
course should not bar him from profes- 
sional competition. “The pGA Tour has 
missed a golden opportunity to embrace a 
highly talented golfer,” William Wiswall, 
Mr Martin’s lawyer, has argued. He also 
claims his client neatly illustrates the pca’s 
motto, “Anything’s possible.” Nike, a 
sporting-goods manufac- 
turer, has announced a new 
endorsement contract with 
Mr Martin and declared 
“We believe in his right to 
pursue his dream.” 

Hold on, replies the PGA. 
Walking is an essential part 
of the professional game, 
and allowing Mr Martin to 
use a golf cart gives him an 
unfair advantage. “Profes- 
sional golf is an athletic 





golfers because of his condition (he still has 
to walk some 25% of the course). 

Apart from the glaring fact that thou- 
sands of American golfers use carts every 
day, and yet believe they are playing the 
same game as Tiger Woods, the pGa’s case 
has also been somewhat undermined by 
the fact that carts are allowed in the early 
qualifying rounds of many professional 
tournaments as well as on the senior tour, 
which is for professionals over 50. More- 
over, the necessity of walk- 
ing is not mentioned any- 
where in the official rules 
of golf. 

The key questions be- 
fore the court are less golf- 
related and more specifi- 
cally legal: does the ADA 
regulate standards in ath- 
letic competitions held at 
places or events that are 
open to the public, and, if it 
does, are professional 





competition and the ability Martin’s extra iron sporting bodies required 


to walk five miles each day 

for four consecutive rounds, week after 
week, often under adverse conditions and 
over challenging terrain, is part of the chal- 
lenge of playing professional golf at the 
highest level,” explained Tim Finchem, the 
PGA Tour commissioner. 

In the original trial, the PGA trotted out 
Arnold Palmer and Jack Nicklaus to testify 
that the “fatigue factor” created by walking 
was an essential part of the game and that 
Mr Martin ought to play by the same rules 
as everyone else. Many younger profes- 
sionals, however, have backed Mr Martin, 
and the original trial judge seemed im- 
pressed by the claim that, even with a cart, 
Mr Martin suffered more fatigue than most 


to grant selective waivers 
of their rules to accommodate disabled 
competitors? The court has struggled in a 
series of cases in recent years to delineate 
the reach of the apa, which has success- 
fully opened doors for millions of disabled 
people but is so broadly drafted that it has 
left many firms unsure of what is required. 
The experts are betting that the justices 
will rule against Mr Martin. In the oral 
hearing, they seemed to have trouble even 
taking the case seriously. If they do decide 
to leave Mr Martin with his cart, their rul- 
ing is likely to be on grounds narrow 
enough to avoid a herd of asthmatic mara- 
thon runners or lame basketballers hob- 
bling in his wake. 








throughout state politics and government. 

This grandstanding threatens Georgia’s 
political balance. Since the civil war, conser- 
vative Democrats elected by the rural white 
counties in the south and west of the state 
have dominated the legislature. For the past 
26 years Tom Murphy, a beefy, cigar-chew- 
ing country boy, has reigned as speaker of 
Georgia’s House of Representatives. Even as 
disgruntled conservatives have switched 
parties and Republican immi- 
grants have poured into Atlanta’s 
suburbs, such “Dixiecrats” have 
managed to stay in power in alli- 
ance with more liberal black Dem- 
ocrats from the inner cities. 

The flag could divide Georgia’s 
Democrats along a racial fault- 
line. Rural whites will turn on any 
politician who turns on the flag; 
urban blacks will round on those 
who do not. In private, most legis- 
lators admit that the flag will have 
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to change sooner or later, and that the longer 
they wait, the greater the risk of the contro- 
versy South Carolina endured. But they 
leave it to businessmen and church leaders 
to say so in public. Zell Miller, a former 
Democratic governor, nearly lost his bid for 
re-election in 1994 after proposing a new 
flag. Roy Barnes, the current Democratic in- 
cumbent, is keeping his head down—to the 
jeers of Republican leaders, who, with few 





black supporters to lose, want a vote as soon 
as possible. 

The subject is all the more fraught be- 
cause Georgia’s legislature will soon have to 
draw new districts both for itsown members ` 
and for Georgia’s congressmen. Any internal 
divisions will wreck the Democrats’ chances 
of maintaining control of the legislature and 
increasing their representation in Congress. 

In the past, black Democrats have co- 
operated with white Republicans 
to ensure more black-majority 
seats (and hence better odds for 
the Republicans elsewhere). This 
time round, they will find it harder 
to justify breaking ranks, because 
of the partisan animosity gener- 
ated by the presidential election— 
unless, of course, white Demo- 
crats meanwhile manage to gener- 
ate even more animosity over that 
wretched flag. 
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Still the Democrats’ alpha male 


NAUGURATION DAY is a time of exits as well as entrances. The 

incoming president processes from the Capitol to his new home 
in the White House. The outgoing president slips out ofa side door, 
and is whisked off to rediscover his roots and write his memoirs. 
Dwight Eisenhower became a gentleman farmer. Jimmy Carter 
did good works around the world. Gerald Ford perfected his golf. 
The only 2oth-century president who chose to remain in Wash- 
ington was Woodrow Wilson—and he was already seriously ill 
when he left the White House and spent the remaining three years 
of his life in semi-seclusion. 

Itis a sign of Bill Clinton’s lack of roots that he could barely de- 
cide whether to leave for Arkansas or for New York. (He eventually 
decided on the state that represents 
his family’s political future rather 
than its past.) But, wherever he 
claims to go, he will probably really 
be in Washington, pc. In part this isa 
personal choice: the man who came 
to town as a proud outsider and suf- 
fered the unprecedented indignity 
of impeachment has installed him- 
self at the heart of the permanent 
Washington establishment. But it is 
also a political choice. He is the de 
facto leader of the Democratic Party, 
and that is a Washington-based job. 

It would never have been easy 
for the party to get over the only 
Democrat to be re-elected for a sec- 
ond term since Franklin Roosevelt. 
Mr Clinton is an energetic 54—the 
youngest ex-president since Teddy 
Roosevelt—and he leaves office with 
the highest approval ratings of any 
two-term president in modern his- 
tory. He is by far the party's most 
magnetic personality and its best 
fund-raiser. His wife is already a star of the Senate. 

And Mr Clinton will be close at hand, and extremely visible. 
John McCain may content himself with a modest flat in the flight 
path of Reagan airport. (He regards his real home as his ranch in 
Arizona.) The Clintons have bought a large house just off Embassy 
Row for $2.8m. No sooner had Al Gore (finally) conceded the elec- 
tion than Mr Clinton ruthlessly cemented his hold on the party. In 
particular, he engineered the nomination of his buddy, Terry 
McAuliffe, to lead the Democratic National Committee, bulldoz- 
ing aside Al Gore’s candidate, Joe Andrew, in the process. 

Mr Clinton’s bid to remain the Democrats’ alpha male has 
been made all the easier by the fact that there is no obvious alter- 
native. Or rather by the fact that there are so many possible alter- 
natives that the party cannot decide whom to rally behind. Mr 
Gore got more votes than Mr Clinton ever did, and he has a rea- 
sonable claim to lead the Democratic bid to avenge a “stolen elec- 
tion”. But many Democrats regard him as an inept candidate who 
blew what should have been an easy victory. They would much 
prefer tolook to their congressional leaders (Tom Daschle and Dick 
Gephardt) or to one of the growing band of candidates for the 
presidential nomination in 2004, including Joe Lieberman, John 
Edwards, Bob Kerrey, John Kerry, Gray Davis and, of course, Mrs 
Clinton. The Supreme Court did much more than just hand the 
White House to George Bush when it pulled the plug on the Florida 
recount; it deprived the Democratic Party of a line of succession 





that would have allowed it to avoid the Clinton problem. 

And there can be no doubt thatit is a problem. There is nothing 
worse for a political party than to have an old leader who refuses 
to disappear: ask the French about De Gaulle, or the British about 
Margaret Thatcher. Parties need to renew themselves with. new 
people and fresh ideas. The new generation of leaders need to be 
able to define their own identities without risking unfavourable 
comparison with their elders. The more dominant the outgoing 
leader, the more important it is that he or she gets out of the way. 

All this applies in spades to the comeback kid. Mr Clinton is 
likely to. remain a deeply divisive figure even if he goes in for 
Jimmy Carter-style good works. It is hard to see how the Demo- 
cratic Party will be able to reconquer 
such socially conservative states as 
Tennessee and West Virginia so long 
as it remains Mr Clinton’s party. And 
disapproval of Mr Clinton is not lim- 
ited to the Bible belt. Huge numbers 
of people have always disapproved 
of Mr Clinton personally, even if 
they approved of his performance as 
president. 

Mr Clinton also serves as a con- 
stant reminder of the most sordid as- 
pect of the politics of the 1990s: not 
the sex, but the money. Handing the 
leadership of the Democratic Na- 
tional Committee to Mr McAuliffe is 
particularly worrying. Mr McAuliffe 
has raised more than $300m for va- 
rious Democrat and Clintonian 
causes in the past few years. He is 
credited with inventing the “White 
House coffees” and turning the Lin- 
coln bedroom into a motel room for 
Democratic donors. He has also been 
personally generous to the Clintons, 
raising money for Mr Clinton’s legal defence fund and presiden- 
tial library, and tiding the couple over with a loan guarantee of 
$1.35m when they were buying their house in New York. 

Mr Clinton is a danger not just because of what he did wrong 
but also because of what he did right: bringing the Democrats back 
to the centre and urging the left to accept sound economics. Some 
New Democrats argue that Mr Clinton's broad appeal within their 
party makes him an ideal champion of their cause. But it is equally 
possible that up-and-coming Democrats, disliking the way the 
former president continues to hog the limelight, will be tempted to 
do what Mr Gore did, and distance themselves not just from Mr 
Clinton personally but also from his centrist politics. 

Mr Clinton has never been good at leaving the limelight. The 
young Arkansas governor first came to national attention with a 
speech at the 1988 Democratic National Convention which went 
on for so long that the audience broke into spontaneous applause 
when he finally uttered the electrifying words, “in conclusion”. 
Perhaps Mr Clinton should look at the way Mrs Thatcher’s reputa- 
tion plummeted (even among the faithful) when she tried to be- 
come John Major’s back-seat driver, or at the soaring of Mr Carter’s 
reputation when he made a new career outside politics. Mr Clin- 
ton cannot be expected to disappear, given the nature of his wife’s 
new career. But a lower profile, and a looser grip on Democratic 
politics, could be good not only for the health of his party but also 
for his own still imperfect reputation. 
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Lessons from El Salvador’s 


tragedy 


SANTA TECLA 


What can small, poor countries do to protect themselves from natural 


disasters? 


HE tide of mud that swept down the 

mountainside stripped the bark from 
trees, tore tyres in two and broke cars down 
to mangled elemental parts. Then it settled 
thickly on the houses and smothered those 
inside them. To unearth the last of the bodies 
may take a fortnight. 

The instant mass-burial of Las Colinas, a 
middle-class neighbourhood in Santa Tecla, 
a suburb of San Salvador, was the most dra- 
matic effect of the earthquake that hit El Sal- 
vador on January 13th. Perhaps 750 lives 
were lost there alone—or more than half the 
quake’s likely final death toll. The 3,000 cof- 
fins that the government asked Colombia to 
donate may, fortunately, be too many. 

Normally disasters are hardest on the 
poor. Indeed, even in Las Colinas, houses 
not in the mudslide’s path were unscathed, 
while elsewhere whole villages of more 
humble construction fell flat. Yet in these vil- 
lages few people died, most managing to run 
outside before their adobe huts gave way. 

In the country’s last big earthquake, in 
1986, the brunt was born by old buildings in 
San Salvador. This time, says William Pleitez, 
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a UN consultant, because most of the capital 
was little affected, the economy may not be 
hit as hard. But with up to 250,000 homeless, 
the social cost will be higher. 

The first guess of President Francisco Flo- 
res’s government is that rebuilding will cost 
$1 billion, or 50% of the budget. But budget 
approval has been held up because the main 
opposition, the former guerrillas of the 
FMLN, want more flexibility in spending. For 
that reason, they have also called for Mr Flo- 
res to suspend a newly-introduced plan to 
adopt the dollar as the currency. 

The earthquake may carry a political 
cost, too, for Mr Flores’s conservative ARENA 
party, which has governed since 1989. Envi- 
ronmentalists lost a battle two years ago to 
stop housing development on the dry, sandy 
hillsides above Santa Tecla. Planning laws 
had been tightened to restrict building in 
high-risk areas. But the planning office, says 
Clarisa Rodriguez, a former city official, does 
not always enforce its own rules. New 
houses that flouted them continued to be 
built above Santa Tecla. 

The wider question is what the small 
and poor countries of Central Amer- 
ica, which are so often hit by floods, 
earthquakes and other disasters (see 
table), can do to make such acts of na- 
ture less devastating. 

Only two years ago, Hurricane 
Mitch laid waste neighbouring Hon- 
duras and Nicaragua, with lesser 
damage to the rest of Central Amer- 
ica. A UN report concluded then that 
none of thecountries had a proper di- 
saster-management plan and that, 


Vulnerable isthmus a 
Major natural disasters in Central America, 1972-2001 when catastrophe struck, civil-de- 
Country Event Year Deaths | fence bodies were sidelined by the 
El Salvador Earthquake 2001 1,200* | politicians. As a result, once emer- 
El Salvador, Guatemala, Hurricane 1998 18,600 | gency teams called in for a particular 
Honduras, Nicaragua incident had been disbanded, there 
El Salvador Earthquake 1986 1,000 was nobody to apply the lessons next 
El Salvador, Guatemala Floods 1982 1,120 time. The report said each country 
Guatemala Earthquake 1976 23,000 needed “a permanent state institu- 
Honduras Hurricane 1974 8,000 tion, staffed by trained disaster-man- 
pee Mudside 1973 2,800 | agement professionals” and armed 
Nicaragua Earthquake 1972 10,000 with a mandate for preventive work. 
iay Binal Guns El Salvadors _civil-defence 
Sources: Contre for Resserch on the Epidemiology of Disasters, Louvain; Red Cross agency, COEN, falls short. Despite 
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In need of homes, and reforms 


complaints from some villages that aid did 
not reach them for three days, foreign aid- 
workers say coen responded as fast as it 
could. But it does not have much say in long- 
term planning to mitigate the effects of fu- 
ture disasters. That involves strengthening 
laws, and enforcing them—hard in states 
cursed by corruption. 

Such local bodies are especially impor- 
tant because, by the time foreign aid arrives, 
most quake victims will have died. People 
trapped by earthquakes rarely survive lon- 
ger than eight to 12 hours, according to Deba- 
rati Guha-Sapir of the Centre for Research 
on the Epidemiology of Disasters, at Louvain 
University in Belgium. To avoid the chaotic 
duplication of ad hoc aid efforts, donors 
should support a permanent disaster-re- 
sponse team for Central America, she says. 

Regional co-ordination has improved, 
says Kenneth Ellis, the director of the United 
States Agency for International Develop- 
ment in San Salvador; as a result, both inter- 
national aid agencies and neighbouring 
countries were quicker to respond to El Sal- 
vador’s need. Nonetheless, when a calamity 
strikes a whole country, how fast it recovers 
depends less on how much aid it gets than 
on how well it has planned, in every area of 
policy, for the tragedy. El Salvador and its 
neighbours still have a long way to go. 
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Apres Bouchard 


MONTREAL 


F THE idea of seceding from Canada could 
ever be sold to the people of Quebec, Lu- 
cien Bouchard had seemed the man to sell it. 
Last week, however, the mercurial Mr Bou- 
chard abruptly resigned from his dual role as 
premier of Quebec and head of the separat- 
ist Parti Québécois (PQ). So is Canada saved? 
Much of English Canada seems to think 
so. “The nightmare of Quebec separatism 
has receded,” said Roy Romanow, the out- 
going premier of Saskatchewan. Such trium- 
phalism may be premature: polls show al- 
most 40% still want secession. But Mr 
Bouchard’s exit is certainly a heavy blow to 
an ailing cause. 

In a referendum in 1995, Mr Bouchard, 
then the secessionists’ leader in the federal 
parliament, was brought in to rescue a floun- 
dering yes campaign. He took the secession- 
ists to within a percentage point (or 50,000 
votes) of achieving their goal of breaking up 
the country. That persuaded Jacques Pari- 
zeau, the pq’s leader of the day, that the 
party’s best bet was to have Mr Bouchard 
running matters in Quebec city. 

A truck driver’s son who loves Proust, he 
was much more popular than either his 
party or its raison d’étre. His successor, who 
may not be chosen until May, will struggle to 
match his broad appeal. The main contend- 
ers are Bernard Landry, Quebec’s deputy 
premier and finance minister, and Pauline 
Marois, the province’s health minister. The 
leadership contest will see much soul- 
searching about the pQ’s function and fu- 
ture. Already, one of the party’s veteran min- 
isters has asked whether itis time to drop Ar- 
ticle 1 of its constitution: the commitment to 
an independent Quebec. Others disagree. 

In five years as premier, Mr Bouchard 
balanced the books and governed firmly, 
trying to create what he termed “winning 


conditions” for another referendum. But he 
was always distrusted by the po’s “purs et 
durs”—the hardliners who questioned his 
constancy to the cause. Brought up in a 
secessionist heartland in northern Quebec, 
Mr Bouchard has swung from party to party, 
and flipped back and forth between backing 
a united Canada and an independent Que- 
bec. In that, perhaps, he mirrored the am- 
bivalence of Quebeckers at large. 

The hardliners wanted a third referen- 
dum soon after the 1995 squeaker, and dis- 
liked their premier’s go-slow approach. The 
sniping came from an entrenched but small 
faction; Mr Bouchard won 91% approval at a 
party meeting last May. But it irritated the 
thin-skinned premier, as he showed in a 
speech in the legislature last month in which 
he attacked one of his most vocal critics for 
complaining that Jews believe they are the 
only people to have suffered. 

Mr Bouchard devoted much of his res- 
ignation speech to lambasting the xenopho- 
bic, intolerant elements within the pg. But he 
was probably telling the truth when he said 
that they were not the reason for his depar- 
ture. There were personal motives. Aged 62, 
Mr Bouchard has two young sons from his 
marriage to a Californian wife who has 
never managed to hide her distaste for poli- 
tics, and especially separatist politics. 

One man who can take particular sat- 
isfaction from Mr Bouchard’s departure is 
Jean Chrétien, Canada’s prime minister. His 
tough approach to separatism was codified 
last year in the Clarity Act, which erects big 
legal obstacles to any break-up of Canada. 
To Mr Bouchard’s annoyance, Quebec’s vot- 
ers reacted with indifference. In a federal 
election in November, the separatists suf- 
fered losses in the province to Mr Chrétien’s 
Liberals. That showed how unpromising 
were Mr Bouchard’s chances of ever becom- 
ing father of an independent Quebec. Even 
so, he would doubtless have stayed on for at 
least a day had he realised that he had cho- 
sen to resign on Mr Chrétien’s birthday. 
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Venezuela 


Twist in the 
knickers 


CARACAS 


F THERE is one thing calculated to make a 

Latin American military man see red, it is 
to have his virility doubted. So irritation was 
unconfined when several commanders in 
Venezuela’s armed forces recently received 
women’s underwear through the post, along 
with pamphlets insinuating that this was all 
they were fit to wear because of their failure 
tooverthrow the country’s elected president, 
Hugo Chavez. 

Into action went the sleuths of military 
intelligence (whose acronym is pim). After 
weeks of investigation, the intelligence 
agents achieved a breakthrough when El 
Nacional, a Caracas daily, published a letter 
from Pablo Aure, a law professor and colum- 
nist. He wrote that the armed forces should 





Trinidad’s post-election wrangle 


PORT OF SPAIN 


HE elderly president of Trinidad and 

Tobago is no pushover. A decade ago, 
when he was prime minister, Arthur 
(“Robbie”) Robinson, though held hostage 
at gunpoint by Muslim insurrectionists, 
called on the troops outside to “attack with 
full force”. Now he is showing equal steel 
towards Basdeo Panday, the current prime 
minister and a former ally. 

At the opening of Trinidad’s parlia- 
ment on January 12th, Mr Robinson ig- 
nored a 52-page speech written for him by 
the government. Instead, he delivered a 


short homily, aimed at Mr Panday, on the 
need for spiritual guidance. 

Mr Panday wants seven supporters of 
his United National Congress (unc) who 
lost lower-house seats in last month’s gen- 
eral election to be appointed to the Senate, 
so he can make them ministers. To elevate 
so many losers, says the president, would 
be wrong. 

Trinidad’s president has rather more 
than ceremonial power. Even so, the con- 
stitution seems to instruct him to rubber- 
stamp the prime minister’s choices for 


both senators and ministers. Mr Robinson 
thinks otherwise. 

The seven would-be senators may file 
a legal challenge. In theory, the president is 
not answerable to the courts. Meanwhile, 
the opposition has asked the courts to dis- 
qualify two victorious but, it claims, un- 
qualified, unc candidates. It plans to chal- 
lenge others it accuses of cheating. 

Happily, the argument is taking place 
in peace. That may be harder to keep in 
nearby Guyana. On January 15th, in a curi- 
ous ruling, a judge decided that the 1997 
general election was legally void. However, 
anew election is due on March 19th. Trini- 
dadians will hope their courts can move 
faster, and speak more decisively. 
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no longer be termed castrenses (military) 
but castrados (castrated). “That brave image 
we once had of the Venezuelan generals has 
gone,” he went on. Nowadays “we simply 
imagine them parading around in multi- 
coloured panties.” 

In fact, Mr Chavez, a former army officer, 
had himself revealed the existence of the 
pamphlet campaign and its use of “intimate 
garments”. But how did Mr Aure know they 
were knickers? “They could have been un- 
derpants or brassiéres,” declared General Is- 
mael Hurtado, the defence minister. After he 
had refused to obey asummons from a mili- 
tary court, on the ground that Venezuela’s 
new constitution, brought in by Mr Chavez, 


prohibits military trials for civilians, last 
week Mr Aure was arrested. He spent the 
night, stripped to his underwear (boxers, or 
briefs?), at prim headquarters. 

Several civilian officials criticised the 
army’s action. Mr Chavez, normally voluble, 
said nothing. Imprudently, the defence min- 
ister pressed his point. Waving a pair of the 
offending panties before journalists, who 
could barely contain themselves, he insisted 
that Mr Aure was merely the figurehead for a 
group so clever that each of the 140 pairs of 
pants was of a different hue. “Thank God 
they are all new,” conceded the general. 

Mr Aure, who suffers from high blood 
pressure, was released on health grounds, 
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and is unlikely to face a military court. But 
once the laughter has died down, some seri- 
ous questions will remain. Why did the pres- 
ident not protest when his own constitution 
was being broken? And how widespread is 
discontent within the armed forces? 

It is widely assumed that the knickers 
were dispatched by dissident officers. The 
president has placed many military com- 
manders in government jobs, and likes to re- 
fer to his elected government as “civil-mili- 
tary”. That makes some democratic officers 
uneasy. Mr Chavez remains hugely popular, 
and for now he is politically impregnable. 
But one day he may come to rue having 
turned his generals into a laughing-stock. 





Mexico’s Indians 


One nation, or many? 


REAL DE CATORCE 


The new government of Vicente Fox promises to give more autonomy and 
cultural recognition to his country’s Indian peoples. How can it square this 
with making them part of a modern state? 


WO concentric circles of stones, the 

outer one about five metres in diameter, 
sit between two rounded peaks known as 
Cerro Quemado, or Burnt Hill. From here the 
cactus-studded land falls away sharply to 
the west, down to a vast desert plain baking 
in the noon heat. This, say the Huichol Indi- 
ans, is where the sun was born. 

They call it Huiricuta. Just outside the 
town of Real de Catorce, in the state of San 
Luis Potosi, it is the sacred destination of an 
annual Huichol pilgrimage that be- 
gins in the Sierra Madre 
mountains near the Pacific 
coast. But the last time a Huichol 


walked the 500-odd kilometres (310 miles) 
from his homeland, crossed the plain and 
trudged up Cerro Quemado to pay homage 
at the solar birthplace was in 1963. 

Since then, barbed-wire fences, roads 
and buildings have sprung up to block the 
route of the pilgrimage, on which the Hui- 
chols make offerings to their gods and collect 
peyote, an hallucinogenic cactus central to 
their religion. Recently, they have had to 
drive to the main sites. Now, some hope to 
walk the route once more. 

Last month, the government of the state 
of San Luis Potosi, with money from the 
World Wide Fund for Nature, designated as a 


nature reserve an area of 140,000 hectares 
(540 square miles) around Huiricuta—be- 
cause of its 48 species of cacti, but also to pro- 
tect the Huichol route. It is the first time that 
an indigenous holy site of no archaeological 
interest has won protection in Mexico. Con- 
servacion Humana, a charity that works 
with the Huichols, is now pressing other 
states crossed by the route to do likewise. 
Recognition of Huiricuta may also be a 
harbinger of better relations between the 
Mexican government and the country’s di- 
verse mix of indigenous peoples. About 10m 
Mexicans, or one in ten, call themselves “In- 
dians”—a once-reviled term that many now 
adopt. The government’s National Indige- 
nous Institute (Int) has identified 59 linguis- 
tic groups among them, though others claim 
that nearly 300 distinct languages or dialects 
are still in use. Yet until 1979, in all but a few 
schools, teaching was only in Spanish. And 
the remote Indian villages are still the poor- 
est in Mexico, often lacking electricity, 
schools, clinics and other basic services. 
“Governments have always been cen- 
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Main indigenous peoples, ‘000: 


1. Nahuatl 1,197 11. Mazahua 128 
2. Maya 714 12. Huastec 121 
3. Zapotec 403 13. Chinantec 109 
4. Mixtec 387 14. Mixe 95 
5. Otomi 280 15. Purepecha 95 
6. Tzeltal 261 16. Tlapanec 68 
7. Tzotzil 229 17. Tarahumara 51 
8. Totonac 208 18. Tojolabal 36 
9. Mazatec 168 19. Huichol 19 


10. Chol 128 
OM Route of Huichol pilgrimage 


Sources: National Indigenous Institute (INI), 1990 census; 
Conservación Humana, A.C. 
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tralist, integrationist and with a certain 
Catholic-Spanish ethic. The discourse has 
varied, but this is still a very racist society,” 
says Salomon Nahmad, an anthropologist 
and a former director of the INI. 

Vicente Fox, who was sworn in last 
month as Mexico’s president after seven de- 
cades of rule by the Institutional Revolution- 
ary Party (prt), says he wants toend the Indi- 
ans’ second-class status. He has created the 
post of commissioner for indigenous affairs 
and named Marcos Matias, a Tlapanecan 
from the state of Guerrero, as the first pure- 
blooded Indian to head the ını. Mr Matias 
wants to change the institute from being 
mainly a tool to get Indian votes for the pri 
into one to get government help for Indians. 

In addition, Mr Fox has sent to Congress 
a constitutional reform that would give In- 
dian villages more autonomy in such things 
as electing their leaders and meting out jus- 
tice. This bill was drafted by the previous 
government in talks with Zapatist rebels 
who have fought for Indian rights in the state 
of Chiapas. But it was then shelved. 

The reform would mainly formalise 
what happens already. Unlike the United 
States, Mexico has never had Indian re- 
serves. But many villages are so isolated that 
they enjoy a lot of autonomy anyway. Typi- 
cally, local leaders take voluntary one-year 
posts, in charge of everything from repairing 
public buildings to settling disputes to orga- 
nising festivals. But as Mexico modernises, 
such customs are clashing with western and 
mestizo (mixed-race) values, and with the 
law. Any reforms will have to answer the 
question: how far should autonomy go? 


Custom and authority 


Metlatonoc, in Guerrero, a bumpy four- 
hour drive from the nearest paved road, en- 
joys two dubious distinctions. Not only is it 
the second-poorest municipal district in 
Mexico but, at least according to recent press 
reports in Mexico city, Mixtec families in the 
villages surrounding Metlatonoc are selling 
their young daughters into slavery. 

The reality, as usual, is more subtle. Ar- 
ranged marriages are the norm among the 
Mixtecs, as for many other groups. The 
groom’s family pays a sort of inverse dowry, 
typically 30,000-40,000 pesos ($3,000-4,000), 
to compensate the teenage bride’s parents 
for bringing her up. But the youth in Metlato- 
noc dislike this. They say they choose whom 
to marry. Many think that paying money for 
a bride encourages her husband to mistreat 
her—the opposite of the traditional view 
that it makes her more valued. 

On the other hand, some young women 
are falling victim to poverty and changing 
values, according to Abel Barrera, a human- 
rights worker from the nearby town of Tlapa. 
A few desperate families, he says, have had 
to sell their daughters outright. Others have 
arranged the jailing of a daughter who re- 
fused to marry the man her father picked. 
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Lorenzo Garcia, the long-serving headman 
of Cochoapa, a village an hour from Metla- 
tonoc, creases up with laughter: there was a 
girl last year, he recalls, who refused three or 
four of her father’s choices and wanted a boy 
who was already married. Yes, they threw 
her in jail for a day, at the father’s request. 
Then her parents took her and went north. 

Human-tights workers sometimes go to 
the local authorities, but often in vain. “The 
municipal government's role is more concil- 
iatory than anything,” says Rutilio Viterbo, 
Metlatonoc’s mayor. “We can intervene, but 
the villages don’t take any notice of us.” 

Jurisdiction is an 
equally thorny question in 
a nearby cluster of 42 In- 
dian villages that jointly set 
up an independent police 
force in 1995, frustrated be- 
cause the state police did 
nothing against a crime 
wave. Like other commu- 
nity leaders, the Indian po- 
licemen receive no pay. 
Those they arrest are sen- 
tenced to hard labour and 
“re-education” by the vil- 
lage elders; and if a convict 
escapes, his police guard 
must himself serve the rest 
of his sentence. 

Even critics agree that 
the community police have 
cut crime. But the arrest last 
year of a mestizo for cattle 
theft brought tension with the state police 
and nearby mestizo towns. Now, the 450- 
strong community police want official rec- 
ognition, as well as vehicles and more weap- 
ons, in addition to the 20 one-shot rifles the 
state has given them. At a meeting last 
month, they voted to apply for a collective li- 
cence to hold high-power weapons. But they 
want to remain autonomous, and the au- 
thorities are unhappy. “They have to be in- 
corporated into the municipal police. They 
can’t operate outside the law,” said an army 
officer after the meeting. 


Drawing the line 


Most members of Congress, including many 
from President Fox’s own National Action 
Party (PAN), are afraid that giving Indian 
communities more autonomy will indeed 
put them above the law. The fear, says Felipe 
Vicencio, a PAN senator who does not share 
it, is born of ignorance; Indian issues have 
never been high on his party’s agenda. Nor 
that of other parties: most legislators “have 
no idea of the real Mexico and its cultural 
diversity,” says Mr Nahmad, the anthropol- 
ogist. The government insists that state and 
federal laws will always take precedence 
over Indian ones. But defining the boundary 
is infinitely complex in practice. 

Polygamy, for instance, can be common 
in some groups. Does forbidding it mean dis- 





respect for Indian customs? Does allowing it 
offend women’s rights? Sentences vary enor- 
mously. In some places, the most severe 
punishment is to deny the convict and his 
parents a burial in the village cemetery. In 
others, he may be putin the stocks, or stoned, 
or publicly ridiculed by being made to pa- 
rade around the village with a turkey on his 
head. Which are acceptable, both to the 
criminal and to his victims? Felipe Ortiz, a 
church official in Metlatonoc, foresees a pro- 
blem with autonomy: “When it suits people, 
they'll follow the indigenous law, but when 
it doesn’t they'll go somewhere else where 
other laws apply.” 

Still, there is already an 
example of how autonomy 
might work. In 1998, the 
state of Oaxaca changed its 
constitution to recognise the 
customs of its 16 Indian 
groups, partly because local 
politicians feared another 
Chiapas-style uprising 
there. Again, it was giving 
official recognition to an ex- 
isting truth: 418 of the state’s 
570 municipalities now 
choose their mayors by tra- 
ditional assemblies rather 
than secret ballots, but al- 
most all of them had, with a 
little legal manoeuvring, 
been doing it before. 

Justice is trickier. But in 
general, a community in 
Oaxaca may administer its own justice and 
its members must abide by it, as long as it re- 
spects human rights. And the law can be 
flexible: Mazatec Indians are allowed to take 
magic mushrooms for traditional purposes, 
just as the Huichols have a special federal 
dispensation to blow their minds on peyote. 
Nonetheless, the boundaries are fuzzy. 
“There is no legal doubt that state and federal 
laws apply,” says Bernardo Vasquez, a state 
official, “but there is a process of reconcilia- 
tion with reality.” A state-government office 
works full-time on that process, resolving | 
disputes as they arise. 

To sell the idea of autonomy to Mexico’s 
Congress, Mr Fox will thus need to explain 
carefully how he would define its limits. He 
will also need to say more about his plans for 
development. “What use is autonomy,” asks 
Mr Matias, the new ını director, “if it traps 
you in poverty?” Mr Fox has promised more 
money for education, and microcredit 
schemes for small businesses, but does not 
yet seem to have much of a feel for the needs 
of Indian communities. Before his swear- 
ing-in, he once said that, since bringing elec- 
tricity and services to the remotest villages 
was expensive, the answer was to encourage 
the villagers to move to nearby towns. That 
was realistic, perhaps, but not very sensitive 
to Mexico’s cultural diversity. 
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Congo without Kabila 


NAIROBI 


Few will mourn Laurent Kabila. But his assassination leaves war-wrecked 
Congo in a state of dangerous uncertainty 


AURENT KABILA had few friends. Many 
people, including some of his supposed 
allies, wanted Congo’s ruler out of the way, 
and acoup was not unexpected. Instead, one 
of his own soldiers is said to have shot him 
on January 16th, in Kinshasa, Congo’s capi- 
tal. For a couple of days the ultra-cautious 
~ Congolese authorities held back from ad- 
mitting his death, merely saying that he had 
been wounded. Other reports said he had 
been flown to Zimbabwe for medical treat- 
ment, but had died there. Eventually, 
Congo’s Ministry of Information, gathering 
its courage, announced that his body would 
return to Kinshasa on January 21st, and 
would be buried two days later. 

As rumour dribbled out in Kinshasa, 
there was nooutpouring of grief or joy for the 
departure of a leader the Congolese had wel- 
comed so enthusiastically in 1997. He and his 
rebel movement, supported by Rwanda and 
Uganda, had marched across the country 
and chased out Mobutu Sese Seko, who had 
misruled the country for 30 years. Mr Kabila 
was welcomed because he was not Mobutu. 
Itseemed possible that Congo would nolon- 


THE ECONOMIST JANUARY 20TH 2001 


ger be the personal estate of one man, and 
become at last a more conventional country. 
The Congolese were disappointed. 
Though Mr Kabila made one or two im- 
provements—for a while border officials 
stopped treating foreign visitors as piranhas 
treat meat—he imitated Mobutu, without 
the latter’s finesse. He brought in as ministers 
an odd assortment of incompetent relations 
and hangers-on. An old Maoist, he feared 
that the West wanted to recolonise Congo 
and steal its vast mineral wealth. He spurned 
the World Bank and the mmr. When mining 
companies and other investors rushed to 
Kinshasa to seek deals, he tried to play them 
off against each other. He broke agreements 
on a whim, relying on private bargains and 
connections. Offers of aid and investment 
were withdrawn; the economy languished. 
Politically, Mr Kabila was a petty tyrant 
who could not work with others. He quickly 
turned against his allies, Uganda and 
Rwanda, and in 1998 they launched a new 
rebellion against him. This was stalled when 
Zimbabwe, Angola and Namibia stepped in 
to support him. A peace agreement was 


signed in Lusaka in 1999, but never imple- 
mented. The war continued at a low level, 
with everyone breaking the Lusaka deal. 

The neighbouring countries all had their 
own separate reasons for intervening in the 
war. Rwanda said it was there to protect its 
borders from invasion by soldiers and mi- 
litiamen of the former Rwandan regime that 
had carried out the 1994 genocide. Angola 
wanted to stop Congo being used as a rear 
base for its own rebels. Zimbabwe said it was 
there on principle to counteract the invasion 
by Uganda and Rwanda. But all the intruders 
were drawn by Congo's wealth. 

Intervening in Congo cost the meddlers 
a lot of money. But a number of individuals, 
often close to the seat of government, be- 
came very rich. Rulers had to weigh the cost 
to their reputations and their treasuries, and 
the impossibility of victory, against personal 
profit and pride. No one wanted to be seen to 
back down. Neighbouring governments did 
not want to go on fighting each other, but 
none of them wanted to withdraw withouta 
political solution that served their interests. 

Increasingly, Mr Kabila’s duplicity and 
intransigence were seen by all as the chief 
obstacle to any such agreement. He infuri- 
ated his allies with his arbitrary decisions 
and devious ways. He refused to counte- 
nance either African peace monitors or UN 
observers in the country. He rebuffed Ketu- 
mile Masire, a former president of Botswana, 
who had been chosen to supervise political 
talks between government and rebels. His 
incompetence was further shown up last 
year when he failed to exploit the break-up 
of the rebel movement into three factions. 
His old-fashioned attempts to control the 
economy made him deeply unpopular in 
the capital; indeed, he had little support out- 
side his home region in Congo’s south-east. 

Angola, a power broker in the region and 
one of Mr Kabila’s two main allies, grew ex- 
asperated with him. Senior Angolan officials 
recently admitted they would like to be rid of 
him, but could not find a replacement. An- 
gola will certainly want a say in the new re- 
gime. His remaining friend was Robert Mu- 
gabe, Zimbabwe’s president, who had sent 
12,000 troops to defend him, and who may 
have been involved, at the very end, in trying 
tosave his life. But the war is deeply unpopu- 
lar in Zimbabwe, where the economy col- 
lapses by the day. 

Mr Kabila’s sudden departure leaves 
huge uncertainty. None of the people 
around him appears capable of running the 
country. The government is said to have met 
in special session and put his eldest son, Ma- 
jor-General Joseph Kabila, in charge. The 
army is demoralised: regular officers have 
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been purged and three were arrested last 
week. But, at least in the short term, a new 
military ruler looks to be the likely outcome. 

The tragedy of Congo, the key to political 
stability and economic development in cen- 
tral Africa, is that its rulers since indepen- 
dence in 1960 have been so concerned to 
hold it together that they have paid no atten- 


tion to developing it either politically or eco- 
nomically. Congo is so rich, and yet so weak, 
that outsiders have always been tempted to 
interfere. The Congolese have never been al- 
lowed to come together, agree on a constitu- 
tion or elect a government, yet they remain 
stubbornly nationalistic in a state that disap- 
peared in all but name decades ago. 





Gaza 


Sowing seeds of destruction 


KHAN YUNIS 


Israel is slicing Gaza into three enclaves. The results could be devastating 


ISPY hopes of a last-minute Israeli- 

Palestinian peace before Bill Clinton 
ends his presidential term on January 20th 
seem to have been blasted away by war. On 
January 13th, two Palestinians were executed 
by Palestinian firing squads after summary 
trials for supposedly collaborating with the 
“enemy” (Israel). The next day a Jewish set- 
tler was killed in Gaza. The day after that, Is- 
raeli soldiers in the West Bank shot dead the 
334th Palestinian victim of the intifada. On 
January 17th, three hooded men killed the 
head of Palestinian television. Palestinian 
officials justified the executions and 
shrugged their shoulders over the settler’s 
death. “We are at war, a war declared by Is- 
rael against the Palestinian people,” said 
Freih Abu Medein, the justice minister. 

Few Palestinians would disagree with 
that description, especially the 1.2m locked 
into Gaza. After the settler’s murder, Israel 
slapped a total closure on the strip, tempo- 
rarily sealing off border crossings with Egypt 
and Israel, and shutting down the Palestin- 
ians’ only international airport. This was the 
fifth such blockade in four months and, ac- 
cording to a UN economist, their cumulative 
impact on the economy has been “akin to a 
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natural disaster or a prolonged civil war”. 

The statistics bear him out. Since Octo- 
ber 8th, when the first total closure was im- 
posed, unemployment in Gaza has soared 
from 11% to 50% and poverty (calculated ator 
below $2 of consumption per person a day) 
from 21% to 32%. The United Nations Relief 
and Welfare Agency (UNRWA) says there are 
now 127,000 families, or 85% of the Palestin- 
ian refugee population in Gaza, in need of 
some kind of food assistance. 

Gazans are used to being poor. Since the 
Oslo accords were signed in September 1993, 
they have also become used to blockades. 
But Israel’s current onslaught against them is 
unparalleled. Especially punishing this time 
is the “internal closure”, whereby the army 
slices Gaza into three separate enclaves— 
north, south and middle—by closing all 
roads between them. 

Students from the south of the strip can- 
not reach their universities in the north. 
Medical staff and supplies in the north can- 
not get to hospitals in the south. To risk 
breaching this internal siege on footis to take 
your life in your hands. On January 7th, a 
man tried to go home across a field next to Is- 
rael’s Netzarim settlement. He ended up 


Af refugee camp 
built-up area 
~ road 
t checkpoint 
ANF y 
| @ airport 








A settler, soldiers and burning Palestinian trees 


42 





dead from 40 bullets fired from an army ob- 
servation post. In November, a woman gave 
birth on a donkey cart because the army 
would not allow her to go from her village to 
the hospital in Khan Yunis. 

Nor do Palestinians believe this new ter- 
ritorial arrangement is temporary, an excep- 
tional measure imposed because of the new 
intifada, the Palestinians armed uprising. 
After the settlers death, his compatriots 
from the Gush Qatif settlement block in 
southern Gaza exacted revenge by destroy- 
ing crops, irrigation systems and houses be- 
longing to Palestinians in the Khan Yunis 
area. The next day army bulldozers razed the 
same land of its fruit trees. The settlers now 
want to erect mobile homes in the area—in 
effect expanding their settlement—as a suit- 
able “Zionist response” to the killing. It is a 
pattern of army-settler collusion that has re- 
peated itself throughout the uprising. 

According to the Palestinian Centre for 
Human Rights, the army has swept clean 
more than 400 hectares (1,000 acres) of Pal- 
estinian land in Gaza since the intifada 
started on September 29th, mainly alongside 
the bypass roads that link the strip’s 16 little 
Jewish settlements. The army says it has 
done this to rid the roads of potential am- 
bushes and snipers. A landscape of felled 
trees, flattened greenhouses and demol- 
ished houses attest to this scorched-earth 
policy. But in widening the roads, and laying 
new ones, the army is, in effect, turning the 
settlements into big military zones that “en- 
circle” Palestinian towns and villages. 

Take Qarara, a Palestinian village of 
16,000 people that sits between Gush Qatif 
and the minuscule settlement of Kfar Darom 
in the centre of the strip. Since the first army 
bulldozers rolled up on November 2ist, 20 of 
its houses have been destroyed, 40 have 
been damaged and over 5,000 olive and cit- 
rus trees have been uprooted. The 100 or so 
Palestinians displaced from the village, who 
now live in three separate tented encamp- 
ments, are unsure whether they will ever get 
their land and houses back. “Once the Israe- 
lis extend their colonies, that’s it,” says one. 
“They never let you return.” 

It is unclear what the army thinks it will 
achieve by such devastation. Some Palestin- 
ians say the purpose is to hit the Palestinian 
economy so hard that Yasser Arafat will be 
forced to end the intifada. Others say the 
army is preparing for the day when “peace” 
is finally abandoned, and it will be obliged to 
defend Gaza’s 6,000 Jewish settlers from a 
seething native population. Whatever the 
motive, Israel is sowing seeds whose harvest 
will be more hatred and destruction. “The 
most dangerous thing now is for the intifada 
to become a war of retribution between the 
Palestinian guerrillas on the one hand and 
the army and settlers on the other,” says a lo- 
cal Palestinian leader. “Then it will be be- 
yond anyone’s control”. 
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Iran 
To prison 


TEHRAN 


VER since 1997, when Muhammad Kha- 

tami was elected Iran’s president, the 
European Union has tried to avoid criticising 
the country in a way that might play into the 
hands of the conservative clerics who op- 
pose the president's efforts to turn it into a 
nicer place. But the Eu’s discretion could not 
survive the verdicts handed down on Janu- 
ary 13th, when eight well-known supporters 
of the president were given shockingly long 
prison sentences by a hard- 
line judge, mostly for what 
they had said, or perhaps 
thought. 

The crimes of most of 
them were committed not 
in Iran but in Germany, ata 
conference organised by an 
affiliate of the Green Party, 
a junior partner in the gov- 
ernment. Making matters 
even more awkward, one of 
the convicted, Said Sadr, 
worked as a translator for 
the German embassy in 
Tehran. So it was probably 
with mixed feelings that 
Joschka Fischer, who is 
both foreign minister and a leading figure in 
the Green Party, summoned Iran’s ambassa- 
dor in Berlin for a dressing down at the 
weekend. On January 16th, the £u itself de- 
plored the “harsh verdicts”. 

One of the reasons for Mr Khatami’s 
popularity at home is the way he has gone 
about improving his country’s previously 
fraught relations with European countries. 
He was applauded last year, when he be- 
came the first Iranian leader to visit Ger- 
many and France since the 1979 Islamic revo- 
lution. Now, with a presidential election 
scheduled for June, the conservatives may 
be trying to sabotage his foreign-policy 
achievements—although the hardliners rail- 
ing piously against Mr Fischer’s words of 
protest are indubitably in favour of good re- 
lations with Germany, one of Iran’s largest 
trading partners. What they do not like is Mr 
Khatami reaping the benefits. 

It is not the first time that Iran’s judicial 
system has damaged Mr Khatami’s friend- 
ship with the £u. Last year’s conviction of 
Iranian Jews on flimsy charges of espionage 
led Britain’s foreign minister to drop plans 
for a visit. On January 15th, Gerhard 
Schröder, Germany’s chancellor, reassured 
Mr Khatami that he had not abandoned 
plans to come to Tehran. But the severity of 
the sentences make it unlikely that Mr 
Schroder will consent to make Mr Khatami 
look statesmanlike in the near future, and 
certainly not before the election. 
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Afshari, brave firebrand 


The Eu agrees broadly with the reform- 
ists’ contention that the trial was a crude 
put-up job, designed to put some of Mr Kha- 
tami’s most influential supporters behind 
bars. No one denies that the Berlin confer- 
ence, which was supposed to be a platform 
for Iran-based reformists, degenerated intoa 
rowdy rally by dissidentexiles. A woman of- 
fended Iran’s Islamic proprieties by dancing, 
and a man stripped to show scars from a tor- 
ture session. But Iran’s (conservative-run) 
state television whipped up the furore by 
endlessly broadcasting offending images, 
while ignoring footage that reflected much 
better on the Iran-based lot. 

The verdicts have a strong political smell 
to them. Some moderates 
were let off, but of the 14 de- 
fendants who actually at- 
tended the conference, the 
judge found seven guilty of 
setting up “a group aiming 
to destroy national secu- 
rity”. Two other defen- 
dants, Khalil Rostamkhani 
and Mr Sadr, had little todo 
with the conference, and 
neither took part in it. But 
that did not stop them be- 
ing sentenced respectively 
to eight and ten years in jail 
for handling dissident lit- 
erature:-they are old com- 
munists, and the regime 
loathes old communists. 

No one was surprised that Akbar Ganji 
was sentenced to ten years in prison, and a 
further five years’ internal exile; he has done 
more than any other journalist to reveal the 
guilty secrets of senior members of the re- 
gime. And Ali Afshari, who was handed a 
five-year jail sentence, is a firebrand student 
leader who has been so bold as to question 
the infallibility of Iran’s supreme leader. 
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Nigeria 
Delta rights 


LAGOS 


NTEREST is picking up in the human- 
rights hearings that have been going on in 
Nigeria since October, first in Lagos, then in 
Abuja and now in Port Harcourt, the main 
city in the southern oil-producing region. 
The highlight comes on January 19th, and 
throughout the following week, when the 
commission examines the role of the oil 
company, Royal Dutch/Shell, and its rela- 
tions with the minority-rights group MOSOP, 
founded by the late Ken Saro-Wiwa. 
Saro-Wiwa, a writer who campaigned 
for his minority Ogoni people, was executed 
in 1995 on the orders of the military ruler of 
the day, Sani Abacha, after being found 
guilty of the murder of four Ogoni chiefs. 


INTERNATIONAL 


The execution, after a trial that John Major, 
Britain’s prime minister at the time, said was 
trumped up, resulted in Nigeria being ostra- 
cised and opprobrium being heaped on 
Shell, the main multinational. 

A shrewd manipulator of international 
opinion, Saro-Wiwa had blamed the oil 
giant for many of the woes of the Ogoni peo- 
ple. Environmental pollution caused by 
Shell’s oil drilling in the Ogoni region of Riv- 
ers State had made life intolerable, he said. 
But Abacha’s men cracked down brutally 
when Saro-Wiwa demanded more control 
by Ogonis over the exploitation of the oil. 
When he and eight supporters were hanged, 
Shell was blamed by many for not doing 
more to stop the execution. Eventually it 
pulled out of Ogoniland, though it contin- 
ued its operations elsewhere in Nigeria. 

Since then, however, the problems of 
Ogoniland, and more widely those of the 
whole Niger Delta, have scarcely eased. Eth- 
nic and communal violence is widespread: 
village fights village in disputes often linked 
to the poverty of the area, but also to its com- 
plex social make-up. The Ogoni leaders, and 
mosop itself, are bitterly divided. An at- 
tempt last November to hold a symbolic re- 
burial of the remains of Saro-Wiwa and his 
supporters ended with violence between 
different Ogoni factions. 

Shell itself has promised to attend the 
hearings. “We see it as a good opportunity to 
set the facts out, and set the record straight,” 
says a spokesman. The charge is that Shell 
and the other oil majors—TotalFinaElf, Tex- 
aco, Chevron, Mobil and Eni—co-operated 
with successive military governments, 
which took billions of dollars in oil revenue 
while doing nothing to develop the region 
from which the oil came. Human-rights 
activists accuse all the foreign operators of 
colluding in violent crackdowns, and deal- 
ing willingly with kleptocratic regimes. Envi- 
ronmentialists say that the companies did 
not apply the same standards of protection 
as they would have if they were drilling in, 
say, the Florida Everglades, rather than the 
Delta’s mangrove swamps. 

The determination of the oil compa- 
nies—Shell in particular—to be seen in a 
more humane light since Saro-Wiwa’s exe- 
cution has led to some changes for the better. 
So too has Nigeria’s return to civilian rule in 
1999. Olusegun Obasanjo, seeking to expand 
the economy, has set a target of increasing oil 
output by 50% over the course of his four- 
year term. He has set up an agency to de- 
velop the Delta region. But, shortly after 
coming to power, the president showed that 
he would not brook dissent. In November 
1999, troops acting on his orders went into a 
town where 12 policemen had been killed 
and flattened it, killing many and making 
hundreds homeless. That, one suspects, was 
a human-rights incident the commission 
will not be investigating. 

a 
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GOOD MORNING 


Once again, today has arrived. And it brings with it the 
same meetings, the same problems, and, in many 
cases, the same solutions. Unfortunately, many of 
those same solutions aren't working. Because 
business has been transformed by the little letter e. 
And the technology that was once the domain 





of twentysomethings with a website and a warehouse 
in their garage is now an integral part of every business. Fortunately, 
however, the same principles that made for good management before 
still make good eBusiness sense. Of course, that’s a lot more difficult 
now that your business isn't contained by four walls and needs to be 
accessible anywhere, anytime, for anyone. That’s why it’s more important 
than ever to have the very best software. Software that manages your 
business processes -integrating all parts of your company, including 
suppliers and partners, to make sure that they’re working together 
seamlessly. Software that manages information - storing, accessing, and 
utilizing the vast wealth of knowledge that you continually gather about 
yourself and your customers. Software that manages your infrastructure — 
maintaining and securing your assets while letting you see the big 
picture to ensure that everything keeps running smoothly. There’s no 
doubt about it. Things have changed. But that just means there will be new 
solutions to the old problems. And we think that’s a change for the better. 


HELLO TOMORROW 


WE ARE COMPUTER ASSOCIATES 
THE SOFTWARE THAT MANAGES eBUSINESS 


ca) 


ca.com Computer Associates 


©2001 Computor Associates International, Inc. (CA). All trademarks, trade names, service marks, and logos referenced herein belong to thelr respective companies 


EUROPE 


Schemes and scandals in 


Ukraine 


KIEV 


One of the largest countries in Europe is embroiled in a lurid scandal 
which could stunt reform, threaten independence and bring it back 


into Russia’s orbit 


HETHER the truth is simple or com- 

plicated, both varieties are spectacular 
and disturbing. The straightforward version 
would go like this: the president of Ukraine 
and his top officials are foul-mouthed thugs 
who plotted the murder of a troublesome 
journalist. A bodyguard taped their con- 
versations, escaped abroad, then leaked ex- 
cerpts to the opposition. Now the authorities 
are fighting back, by trying to scupper the 
country’s nascent reforms and, in exchange 
for support, hand its lucrative energy-distri- 
bution system over to Russia. 

That is the simpler version of the past 
few months’ events, though strongly denied 
by those it traduces. For those who like their 
scandals spicier, other explanations abound 
in Ukraine’s political circles: a foreign coun- 
try—Russia, the United States or Israel, de- 
pending on your taste—or a tycoon or a po- 
litical opponent is behind the whole affair, 
including murder and either bugging con- 
versations or faking tapes, to blacken the 
president’s name and oust him from power. 

All this matters because Ukraine is so 
big—and so weak. After Russia, it is the larg- 








est country in Eastern Europe, with 
nearly 52m people. If it falls back 
into the Kremlin’s orbit, which, like neigh- 
bouring Belarus and other former Soviet re- 
publics, it shows signs of doing, that would 
firmly re-establish Russia as the regional su- 
perpower. If it can entrench independence, 
democracy and a law-based market econ- 
omy, it would give the European Union (and 
NATO, with which—to Russia’s annoy- 
ance—it has a privileged arrangement) a 
prosperous and stable eastern neighbour, 
rather than a bankrupt menace that leaks 
crime, disease and many thousands of illegal 
immigrants. It would also be a valuable ex- 
ample to Russia itself. 

In the past year, the signs have been 
mixed. The president, Leonid Kuchma, has 
been increasingly friendly to Russia’s Vladi- 
mir Putin. Russian companies have been 
snapping up the choicest and most lucrative 
bits of the Ukrainian economy, such as its 
aluminium industry, at bargain prices; the 
government seems as blithe about this as the 
president. Public-spiritedness is weak, cor- 
ruption rampant, the press docile. 
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But there have been flickers of good 
news too. Ukraine has managed a tricky re- 
negotiation ofits foreign debt, nudged up its 
foreign-exchange reserves, cut the annual 
rate of inflation from 377% five years ago to 
around 20% at last count, and has seen its 
economy grow by 6% in the past year. This 
greatly surprised all concerned, including 
the ımF, which predicted 2%. Indeed, the 
country is now growing nearly as fast as Rus- 
sia (7% last year), though Ukraine faces much 
harsher conditions. It has little energy of its 
own, for instance; most of it comes from 
Russia. And whereas the rouble tumbled by 
75% in 1998, boosting Russian industry, Uk- 
raine’s currency dipped only slightly. 


So what went wrong? 


The current scandal revolves around three 
setsof facts. One is thedisappearance in Sep- 
tember of a journalist of Georgian back- 
ground called Georgi Gongadze. A muti- 
lated body was discovered a few weeks later, 
which relations said was his. Last week the 
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The line-up for a punch-up 


Job Qualities 





Kuchma’s hard men 


Interior minister 


Mykhailo Potebenko Prosecutor-general Loyalty 

Leonid Derkach Security-service chief Deviousness 

Mykola Azarov Tax chief Cunning 

Kuchma’s tycoons 

Hryhori Surkis Businessman Muscle, ruthlessness, 
ambition 

Viktor Medvedchuk MP, businessman (as above) 

Viktor Pinchuk MP, industrialist Brains, charm 

Oleksandr Volkov Businessman Manipulates parliament 


MP, businessman Genes, KGB training 


Flexibility, ruthlessness 





Viktor Yushchenko 
Yulia Timoshenko 


Prime minister Unflappability 


Energy minister Steeliness, charm 


0.5m men in uniform 
Jails 


Men not in uniform, 
files, phone taps 


Tax raids 


Football team, media, 
property 
(as above) 


Friend of Kuchma’s 
daughter, media 


Media, money 


Connections, 
muscle, money 


Western trust 
Fast learner, rich 











Kuchma (left) and co have it in for Yushchenko (top right) and Timoshenko (bottom right) 
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Ukrainian authorities grudgingly agreed. 

Second, a former member of the presi- 
dential security service, Mykola Mel- 
nichenko, produced tape recordings of 
voices resembling Mr Kuchma’s and other 
important Ukrainians, discussing, in ex- 
tremely colourful and grubby language, the 
illegal solution to various problems, includ- 
ing—apparently—Mr Gongadze’s elimina- 
tion (see transcript below). 

Third, the very bad relations between 
the presidential administration and the gov- 
ernment have worsened sharply. A deputy 
prime minister, Yulia Timoshenko, is facing 
criminal charges for tax fraud, smuggling 
and forgery. These relate to her previous 
business activities in the gas industry, which 
she now says she is reforming. The rest of the 
government is under pressure too. Sniping 
by the president’s men has, among other 
things, forced the foreign minister to resign. 
In particular, the prime minister, Viktor 
Yushchenko, whom most Ukraine-watchers 
in the West see as the country’s best hope, is 
under constant attack. Meanwhile Mr Kuch- 
ma has done a deal with Mr Putin, making it 
easier for Russian companies to buy Uk- 
raine’s energy companies. 

What is really going on, and how the 
three sagas fit together (if at all), are unclear. 
Why was Mr Gongadze killed? He was not 
an important journalist. Why is there such a 
furore, when, sadly, journalists are mur- 
dered every month or so in Ukraine? Are the 
tapes genuine or forgeries or doctored ver- 
sions of real conversations? Who recorded 
(or faked) them? And to what end? Who 
helped Mr Melnichenko escape? Was the le- 
gal offensive launched against Mrs Timo- 
shenko because she is upsetting the corrupt 
tycoons close to the presidential administra- 
tion, as she insists. Or for some other reason? 

What does seem unlikely is that a junior 
security guard would be able to record hun- 
dreds of hours of confidential conversations 
simply by placing a tape recorder under a 
sofa, which is what Mr Melnichenko claims 
to have done. It also seems unlikely that a 
foreign government would have got in- 
volved in such an escapade, though some 











ith him. He’s really gone too far. 


cS Voice:Gongadze? 
E - XRuchma”:Yeah,Gongadze. 
Voice: But who's paying him? 
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KIEV 


T is depressing enough being Ukrainian. 

When you could have had a comfort- 
able life in one of the world’s nicest coun- 
tries, like Canada, it is even worse. Uk- 
raine’s diaspora is having a “collective 
nervous breakdown,” in the words of one 
activist, as life-long hopes for indepen- 
dent Ukraine shrivel in the face of the im- 
poverished and corrupt reality. 

Other East Europeans are luckier. For- 
mer exiles fit well enough into post-com- 
munist Poland. In the Baltic states, re- 
turned émigrés provide two presidents, a 
foreign minister and a clutch of other re- 
spected officials. Slovenia’s last prime 
minister spent most of his life in Argen- 
tina. Armenia would be sunk without 
money and lobbying from its rich and 
powerful diaspora: Kerk Kerkorian, a 
prominent American-Armenian, an- 
nounced this week that he would give 
$7om towards various projects in the 
homeland. 

Ukraine, which has the largest dias- 
pora by most counts, is different. No émi- 
gré occupies a public position of much 
prominence, with the marginal exception 
of the prime minister's American-Ukrai- 
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Ukraine's bitter diaspora 


nian wife. Most of those who have come 
back and gone into business have done 
poorly. Diaspora Ukrainians are unpopu- 
lar, generally seen as know-alls and nutty 
nationalists. Most of them think the coun- 
try’s rulers are traitors, crooks or both. 
Fund-raising and lobbying for the home 
country have waned sharply. 

The real problem is a completely dif- 
ferent view of history. Most diaspora ac- 
tivists are from western Ukraine, swal- 
lowed by the Soviet Union only in 1939. 
Some people there decided that the Nazis 
were the lesser of two evils and fought 
alongside them; almost all are fiercely 
anti-communist. Guerrilla warfare car- 
ried on until the 1950s. The rest of the 
country, by contrast, is more nostalgic for 
the Soviet Union, and less anti-Russian— 
despite Stalin’s artificial famine, which 
killed millions in the 1930s. 

Now the diaspora is stuck. A few have 
found love, if not money, in their not- 
quite-homeland. Some do good works. 
Many seem ready to give up. “I have to re- 
invent myself,’ says one Canadian- 
Ukrainian, who has devoted most of his 
life to the cause. 








normally serious-minded Ukrainians be- 
lieve that America is eager to replace Mr 
Kuchma with Mr Yushchenko. For this, the 
only (circumstantial) evidence is that the 
Ukrainian-language service of Radio Lib- 
erty, which the American government fi- 
nances, has been very hostile to Mr Kuchma 
of late, giving lots of airtime to Mr Mel- 
nichenko. A simpler, and more plausible, ex- 
planation is that the president's staff, Nixon- 
style, made the tapes for in-house purposes 
and that someone then stole or bought them. 

In any event, the scandal has clearly 
shaken Mr Kuchma and his team. But it has 
not toppled them, and as things stand it 





seems to be fading. Public protests demand- 
ing justice in the Gongadze case have mostly 
fizzled out, partly thanks to police harass- 
ment of demonstrators. The media, largely 
controlled by pro-presidential tycoons, has 
cast doubt on both the recordings and the 
motives of the people using them. The presi- 
dents’ men have organised counter-demon- 
strations, mainly consisting of unenthusias- 
tic state employees. 

That could change if Mr Melnichenko 
releases more damaging tapes. These, he 
claims, contain direct evidence of corruption 
at the highest level, though Mr Kuchma, a 
volatile former factory director, seems to 
have a strong stomach when it comes to 
scandal. One of the clans around his admin- 
istration could take advantage of the affair to 
supplant its rivals, or even put its own man 
in at the top. Reformists, and Ukraine’s 
friends in the West, are hoping that Mr Yush- 
chenko will eventually become president. 
The current scandal could improve his 
chances—or prompt a crackdown that 
might dash any hope of his getting power. 

There are disturbing parallels to events in 
neighbouring Belarus, where over the past 
five years a more-or-less democratic politi- 
cal system has been tweaked and squeezed 
into near-oblivion by a paranoid president 
and his rich and powerful backers, some of 
whom havea hotline to the Kremlin. 

a 
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Russia 


Are the (mini) 
parties over? 


MOSCOW 


ACED with a lot of sickly plants, a good 

gardener might think about careful nur- 
ture. Or he could take a few sturdier ones to 
the hot-house, and chuck the rest out. The 
second choice is the one that Russia’s rulers 
seem to favour, in a tough new law on politi- 
cal parties that the Duma, the lower house of 
parliament, will consider next month. 

There is no doubt that Russia’s political 
landscape is rather lopsided. There is, in ef- 
fect, no opposition to the Kremlin. The Com- 
munists are the only party with a big mem- 
bership, but they lack the brains, and the 
backbone, to go with their muscle. The lib- 
eral parties, Yabloko on the left, and the more 
free-market Union of Right Forces (sps in 
Russian), have plenty of ideas but few sup- 
porters; between them, they got 15% in the 
last general election, in 1999. A pro-Kremlin 


party, Unity, did well in that poll, taking 23%, 
but it survives thanks to extensive official 
patronage. The extreme nationalist, rich, Lib- 
eral Democrats, led by Russia’s de facto court 
jester, Vladimir Zhirinovsky, who got 6%, act 
more as a lightning rod for the authorities 
than a serious political force. 

Under the new law, only registered po- 
litical parties would be allowed to field can- 
didates in elections. To register, they would 
have to have branches, at least 100-strong, in 
45 of Russia’s 89 regions, and 10,000 mem- 
bers. That would be far beyond most of the 
country’s 200-odd parties, the majority of 
which are tiny outfits, often devoted to pro- 
moting bizarre ideas or people, or both. 

The other big loser might be the srs. 
There is talk that it may merge with Yabloko, 
which so far sounds unenthusiastic. Al- 
though some srs people are sterling, reform- 
minded liberals, the party as a whole is 
tainted by its association with the lawless- 
ness and greed of the Yeltsin era. 

The law’s backers say it will foster strong 
political parties and make the Duma more 
sensible. Cynics fear it will let the Kremlin 
keep the system tidy—and docile. 





lreland 


Watch it, politicians 


DUBLIN 


Does the jailing of a prominent Irish politician for obstructing an inquiry into 
corruption mean that his colleagues may become more honest? 


ce E MUST not make a scarecrow of 

the law,” was the warning given by 
abardic Irish judge this week, before sending 
a prominent politician, Liam Lawlor, to jail 
for three months for failing to comply witha 
court order and for contempt of court. His re- 
minder, in passing sentence, that there were 
“no untouchables” who were above the law 
has sent shivers through potential witnesses 
who might be called before one of the two 
tribunals currently investigating political 
corruption in Ireland. 

Mr Lawlor, who resigned from the gov- 
erning Fianna Fail party last June after an in- 
ternal inquiry into payments to politicians, 
had kept his seat in parliament as an inde- 
pendent while continuing to back Ireland's 
ruling minority coalition led by Bertie Ahern. 
It is ironical that Mr Lawlor had helped lay 
down the terms of reference for the tribunal 
looking into hanky-panky over develop- 
ment planning in Dublin; it is for obstructing 
that tribunal in its work that Mr Lawlor has 
himself come unstuck. 

In October, when called to give evidence 
before it, he was reluctant to appear. Last 
month, when forced todoso, he failed to sat- 
isfy the tribunal about how he had earned 
over $3m since 1983. He treated Fergus Flood, 
the tribunal’s judge, with patent disdain. 
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And he defied court rulings 
that he should produce fi- 
nancial documents. 

The Flood tribunal was 
set up to examine land sales 
in Dublin, where local 
councillors’ eagerness to re- 
zone land for building 
houses or industrial units 
had raised eyebrows. Judge 
Flood had been given his 
brief in 1997, when the for- 
eign minister of the day, 
Ray Burke, had resigned 
after being accused of 
pocketing cash in 1989 then 
worth = $114,000—“dona- 
tions”, it was said, from 
builders. Mr Burke eventually admitted he 
had accepted some $42,000. 

The sentence given to Mr Lawlor may 
mark a turning-point. For the first time, a 
court has buttressed one of the anti-corrup- 
tion tribunals to the extent of imprisoning an 
unco-operative witness. People like Mr 
Burke had never before been taken to court. 
Moreover, the decision to put Mr Lawlor be- 
hind bars, albeit briefly, comes just when the 
tribunal is again putting the issue of pay- 
ments to politicians under its spotlight. 





Ahern keeps smiling 


EUROPE 


In particular, it is investigating allega- 
tions made by an Irish property developer 
based in London, Tom Gilmartin, who says 
he was thwarted in a bid to put up Ireland’s 
largest shopping mall in Dublin a decade 
ago—because he refused to give bribes. Mr 
Gilmartin says that his forthcoming evi- 
dence could sink the government. 

A year ago, when he made such claims, 
they seemed exaggerated. But they have 
steadily gained weight. First, Frank Dunlop, a 
political lobbyist and former government 
press secretary, told the tribunal that he had 
paid many Dublin politicians, including Mr 
Lawlor, for their votes when certain plan- 
ning matters were debated. Then Mr Gilmar- 
tin told the tribunal that in 1989 he had 
handed a cheque worth some $71,000 to Pa- 
draig Flynn, a Fianna Fail bigwig who was 
later to become the European Union’s com- 
missioner for social affairs; however, offi- 
cials of the party, which was supposed to be 
the beneficiary, have denied receiving the 
money. Last year, Mr Ahern notably failed to 
renominate Mr Flynn to his job in Brussels. 

As Judge Flood’s tribunal gains momen- 
tum, the other anti-corruption tribunal at 
present in action is winding down. Under 
the aegis of Judge Michael Moriarty, it has 
been mainly looking into payments made 
between 1979 and 1992 to Charles Haughey, 
who was Taoiseach (prime minister, pro- 
nounced, roughly, “tea-shock”) for most of 
that time. It has established that Mr Haughey 
took money worth some $10m from private 
sources during his tenure as party leader and 
head of government, and failed to pay taxon 
any of it. 

Mr Haughey, now 75, is 
suffering from prostate 
cancer. His evidence is be- 
ing taken in a private room 
in Dublin Castle, where the 
tribunal hitherto sat in 
public. The transcripts may 
be published, but it could 
well prove impossible to 
nail Mr Haughey for spe- 
cific bribes given or taken. 
Though he has already 
been humiliated and 
shown to have been a 
rogue, it is thought unlikely 
that he willever face acrim- 
inal charge in court. 

But two big questions 
still linger. First, will the tribunals frighten or 
shame powerful politicians into becoming 
more upright? Second, will the flow of rev- 
elations prove so embarrassing that the gov- 
ernment, as Mr Gilmartin has predicted, will 
fall? Mr Ahern, who was once a protégé of 
Mr Haughey’s, has proven remarkably resil- 
ient over the years. Not for nothing is one of 
his nicknames “the Teflon Taoiseach”. No 
one thinks he is in politics for personal gain. 
Nonetheless, his coalition is looking edgy. 

a 
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To 


EUROPE 





LISBON 


ISENCHANTMENT with Portugal’s 
current Socialist government under 
Antonio Guterres could lead toa crisis that 
might put Jorge Sampaio, who was com- 
fortably re-elected on January 14th to a 
second five-year term as president, on the 
spot. The past year has already been trick- 
ier than previous ones. Although Mr Gu- 
terres’s Socialists easily beat the main cen- 
tre-right opposition party, 
known (unusually for Eu- 
ropeans)as the Social Dem- 
| ocrats, in the last general 
election, in October 1999, 
the combined opposition 
ended up with exactly the 
same number of seats as Mr 
Guterres’s lot, so he falls 
short of an outright major- 
ity. Hence the need for a 
delicate presidential touch. 
So far, the mild Mr E 
Sampaio has provided it, Sa 
even when the government 
came close to defeat over its 2001 budget 
proposals. But as the economy slows after 
what some Portuguese now call their “nir- 
vana years” of 1998 and 1999, when it grew 
by 4% and 3% respectively, rifts may open 
among the Socialists, legislation could get 
stickier, Mr Guterres may start to wobble, 
and Mr Sampaio may find it harder to 
coax things along. His second term will be 
a tougher test of his skills than the first. 
Joaquim Ferreira do Amaral, the beaten 











Nice Portuguese sometimes finish first 





mpathetic 


presidential candidate backed by the So- 
cial Democrats on the right, has already 
accused Mr Sampaio of being too cosy 
with the government. 

Though Portugal’s president is non- 
executive, he sometimes has to arbitrate 
on crucial political matters: under what 
the Portuguese describe as their “semi- 
presidential” constitution, he can dissolve 
parliament, call a general 
election, delay legislation 
and demand a two-thirds 
majority in parliament for 
laws affecting the economy 
or the electoral system. 

In any event, most Por- 
tuguese evidently consider 
Mr Sampaio, now 61, a de- 
centenough fellow. Though 
always self-effacing in style, 
he led student protests 
against a former dictator, 
Antonio Salazar, in the 
1960s, practised law, and 
ran the Socialist Party from 1989 to 1991 
while serving as mayor of Lisbon. 

People like his emotional side: he is 
easily reduced to tears. One weakness that 
causes much good-natured lampoonery 
is his tortuous syntax. He may write his 
swearing-in speech in English (he lived in 
London as a boy), then translate it back 
into his native tongue. That method, he 
has explained with a chuckle in the past, 
has helped make his words pithier. 








France 


Help the poor 


PARIS 


ET English-speakers befuddle their low- 
paid with awkward references to “nega- 
tive income taxes”, “earned-income tax 
credits” (the American idiom) and “working 
families’ tax credit” (the British variant). 
Starting in September, some 10m low-paid 
French workers will have much the same 
thing—but in easier words. They will get a 
“prime pour l'emploi”, a “job bonus”, ad- 
justed for their household income and the 
number of their dependants, and available 
to anyone earning less than 140% of a mini- 
mum wage currently set at FFr42.02 ($5.80) 
an hour, or FFr7,101.38 ($1,019) a month. Her- 
alding the measure this week, the finance 
minister, Laurent Fabius, said the idea was to 
provide “real encouragement” for poor peo- 
ple to enter the job market. 
Indeed so, and since the bonus will be 
assessed and paid by the tax authorities, it 
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will presumably encourage a certain shrink- 
ing of France’s “black economy” (around 15% 
of Gpr according to some). By the govern- 
ment’s calculations, a single man earning the 
minimum wage will get an extra FFr1,500 this 
year, FFr3,000 next year and FFr4,500 in 2003. 
Assume two minimum-wage-earners with 
two children, and household income should 
jump by FFr9,400 in 2003. 

However, not everyone is happy with 
Mr Fabius’s bonus. For example, 
Elisabeth Guigou, France’s em- 
ployment minister, would have 
preferred a straightforward rise 
in the smic, the acronym for the 
minimum wage. So, too, would 
the unions. The Communist one, 
the Confédération Générale du 
Travail, describes the bonus as “a 
very negative message to em- 
ployers. It is tantamount to say- 
ing, Don’t bother putting up low 
salaries, the state will do it for 
you.” By contrast, a rise in the 
minimum wage would immedi- 
ately increase the purchasing 
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Smic Guigou bested by free-market Fabius 
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power of the poor and so help sustain 


France’s buoyant consumer demand. 


Mr Fabius’s counter-argument is that a 
rise in thesmic would spark a round of infla- 
tionary wage settlements, lower French 
competitiveness, and lead to demands by 
hard-pressed bosses for a reduction in their 
share of the charges they pay for France’s 
generous welfare system. After several 
weeks of governmental tussling, Mr Fabius 
has won—and the malicious-minded noted 
that Mrs Guigou departed early from a joint 
press conference in Mr Fabius’s ministry de- 
signed to give the changes a puff. 

Ironically, the dispute might never have 
happened. The government's original idea, 
outlined by Mr Fabius last August, was to 
distribute the fruits of a healthy economy by 
lowering income-tax rates across the board. 
Since that would benefit only the half of 
French workers who have to pay income- 
tax, his equivalent bonbon for about 9m 
low-paid was to lower the rate at which they 
would have to pay two charges levied on all 
workers to help pay for health and unem- 
ployment insurance. A good idea in theory, 
and one that would have given the low-paid 
a few more francs in their pocket than the 
employment bonus. 

The only problem is that just one month 
ago France’s Constitutional Council, acting _ 
on complaints by the conservative opposi- 
tion, ruled that the proposed reduction in 
the social charges, by favouring some tax- 
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payers and not others, would be illegal. 

Hence the new solution. Certainly, it 
means a delay in giving the ill-paid their bo- 
nus, but that can always be blamed on the 
opposition. And quite possibly it will work 
less efficiently than Mr Fabius promises. 
How, for example, will the tax authorities be 
able to verify the information they receive 





The European Union 


Divided we fall? 


BRUSSELS 






from part-time or casual workers? 





But no matter. With a presidential elec- 
tion looming in little more than a year from 
now, it will help Lionel Jospin, the Socialists’ 
present prime minister and presumed presi- 
dential candidate, keep his campaigning 
pledge to put an ever-increasing number of 
the unemployed back to work. 
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The European Union wants to show it can tackle both mad cows and 
uranium-depleted weapons, but is not quite sure how 


ESTERN EUROPE is in the grip of two 

full-scale health scares. The biggest is 
over mad-cow disease (sse). As pan-Euro- 
pean testing of all cattle more than 30 
months old gets under way, some countries 
that thought they had no problem are 
discovering that they were too smug, Italy’s 
first case was discovered this week. The Bse 
scare has provoked two government res- 
ignations in Germany, demonstrations by 
angry farmers in Spain and France, and 
plummeting beef sales across the 15 coun- 
tries of the European Union, 

A close second in the scare-stakes is the 
row over weapons coated with depleted 
uranium, which was debated this week by 
the European Parliament. Both Nato and the 
EU have set up inquiries to find out whether 
depleted-uranium weapons cause cancer, 
after suggestions that an unusual incidence 
of the disease had been found among Nato 
troops who had served in Kosovo, 

There is both opportunity and danger 
for the gu in all this panic. A pan-European 
opinion poll published this week showed 
much disillusionment with both the £u and 
the single European currency. But the poll 
also showed that in certain areas, particu- 
larly food safety and the environment, there 
seems to be a genuine pan-Euro- . 
pean desire for the Eu to do more, 
even in Eurosceptical Britain. 

As far as sse is concerned, it is easy 
to see the logic behind calls for eu- 
wide action. Mad-cow disease is clearly 
no respecter of national boundaries: cattle 
and cattle-feed are traded (and cows 
sometimes actually walk) across borders 
in the Union. So it makes little sense to 
have health rules that apply in only one 
country. Indeed, if there ever is a Euro- 
pean epidemic of sse in cattle (and for all 
the panic, it should be noted that as yet 
there have been just 14 cases in Germany, 
compared with nearly 180,000 in Britain), it 
may turn out to have had its origins in the 
British decision in 1988 to ban the sale of 
potentially infected animal-feed at 
home, but still to let it be exported. 
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Yet attempts to co-ordinate pan-Euro- 
pean action against Bsr have been decidedly 
patchy. Since the first outbreaks in Britain in 
the late 1980s, the European Commission in 
Brussels has issued almost 50 directives, 
aimed at beating off the disease. The latest 
include a decision (adopted by majority 
vote) to test all cattle over 30 months old 
across the £u, and to ban the use of meat in 
animal-feed for cattle. 

But this attempt to apply eu-wide stan- 
dards is looking a little ragged. Austria, Fin- 
land, Sweden, Denmark and the Nether- 
lands are not taking part in a scheme to 
compensate farmers who destroy cattle over 
30 months old. In Spain and Italy, labora- 
tories are already complaining about the 
new burden of testing. Meanwhile, some 
countries continue to take unilateral action 
against each other's beef exports: Austria, 
Germany and Italy have banned French 
meat, and the French continue to block Brit- 
ish beef. European officials say they hope a 
pan-European food-safety agency will, in 
time, make things less muddled. 

The case for pan-European action 
against depleted-uranium weapons is less 
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obvious, not least because the evidence that: 
the weapons do cause cancer is disputed. 
Nonetheless, there is an urge within the gu’s 
bureaucracy to show that the ev can do 
something. The first reaction of Romano 
Prodi, the head of the commission, was to 
call for a ban on such weapons—“even if 
there is a minimal risk”. The European Par- 
liament duly voted for a temporary ban on 
January 17th. 
Yet the eu has to tread carefully. Its re- 
lations with Nato, which deployed the 
weapons in Kosovo, are extremely” 
sensitive at the moment, because of 
Z potential rivalry between Nato and 
the eu’s putative new rapid- 
reaction force. Mr Prodi evidently feels 
strongly about depleted-uranium weapons, © 
but it is not clear what authority the £u has 
in the matter, 
Commission officials have justified 
setting up an inquiry into the weapons on 
the ground that eu employees were work- 
ing in the Balkans and that they were 
therefore vulnerable to any health risks. 
There have even been suggestions that 
since troops from Eu countries are in- 


rules on health and safety at work—a bit ofa 
break with tradition for soldiers in the front 
line, it might be thought. 


51 


























Joschka Fischer, a forgivable foreign minister 


66 PINCH me!” a grinning Joschka Fischer whispered to Otto 
Schily as the two were being sworn in as, respectively, for- 
eign minister and interior minister in Chancellor Gerhard 
Schréder’s new government of the centre-left in October 1998. Not 
only for them, but also for most Germans, it was hard to believe 
that the former 1968 rebel and stone-throwing “street-fighter” 
should suddenly find himself head of their country’s external af- 
fairs, while a former communist who had been the lawyer de- 
fending one of the infamous Baader-Meinhof terrorists should be 
made responsible for Germany’s internal security. 

But then, from a solid, law-abiding German’s point of view, 
many members of the new government, the first to include any of 
those once stridently anti-conformist Greens, looked pretty 
louche. For a start, there was the chancellor himself, another 1968 
rebel, a professed Marxist, who had led 
the radical Young Socialists. Indeed, 
many of the new ministers were 
thought to harbour some hard-left 
skeletons in their cupboards. Yet here 
they all were, in their respectable suits 
and ties, their revolutionary days long 
behind them, committed democrats 
every one. Had not some former Nazis 
likewise reached the top echelons of 
past German governments? Besides, it 
was all so long ago. What did a few 
youthful antics really matter? 

In next to no time, the cocky Mr Fi- 
scher, the government's leading Green, 
who is also vice-chancellor, had be- 
come the nation’s darling. He seemed 
to be able to do no wrong in the eyes of 
his countrymen, Exactly why, no one 
seemed quite sure. Certainly, he was a 
good representative of Germany’s in- 
terests abroad. But that did not seem 
enough to explain his exceptional 
popularity. Perhaps it was precisely his 
chequered past, about which he had 
never made any mystery (or so he 
claimed), and his extraordinary self- 
reinvention, which made him so en- 
dearing and respected. 

From being the son of (ethnic-Ger- 
man) immigrants from Hungary, a high-school drop-out, a taxi- 
driver and self-styled street-fighter, to lauded statesman: it all 
sounded rather romantic. That is, until the publication earlier this 
month of photographs showing Mr Fischer beating up a police- 
man during a riot in 1973, followed by his appearance this week as 
a witness at the murder trial of a fellow street-fighter turned ter- 
rorist. Together, these forced Mr Fischer—and the German pub- 
lic—to confront some of the less glorious details of a past on which 
Mr Fischer has never before sought to dwell. 

The fact that the photographs had been dug out of the archives 
by Bettina Röhl, a slightly dotty freelance journalist with a ven- 
detta against Mr Fischer, did not weaken their impact. Miss Röhl, 
the 38-year-old daughter of Ulrike Meinhof, co-founder in the 
early 19708 of the Baader-Meinhof terrorist gang, has never for- 
given the left-wing radicals of the time for (as she sees it) turning 
her mother into a terrorist willing to abandon her child. Miss Rh! 
has also accused Mr Fischer of attempted murder for his alleged 
role in a fire-bomb attack on a policeman during a demonstration 








the day after her mother’s reported suicide in jail in 1976. Most left- 
wing radicals believed she had been murdered. 

Mr Fischer denies ever having used, or condoned using, fire- 
bombs or any other weapons, though he now admits that he had 
played an “important, maybe central role” in the far-left milieu in 
Frankfurt in the late 1960s and 1970s. “Ididn’tsee where armed vio- 
lence could lead except to self-destruction—the destruction of 
what we stood for,” he told the court on January 16th at the trial in 
Frankfurt of Hans-Joachim Klein, charged with murder for his 
part in a terrorist attack on opec ministers in Vienna in 1975. 

Yet the dividing line between the kind of civil disobedience Mr 
Fischer advocated and the criminal violence into which terrorists 
like Mr Klein and the Baader-Meinhof group drifted was never as 
clear-cut as Mr Fischer now says. The Putzgruppe (riot squad) he 
led in the 1970s was one of the most 
militant among the Frankfurt squat- 
ters’ groups of Spontis (those who be- 
lieved in “spontaneous action’). Even 
if Mr Fischer “only” used fists and 
stones in his frequent clashes with the 
police, some of his group were often 
armed with iron bars, lead pipes and | 
catapults, Indeed, the first part of the | 
group’s name was the German acro- 
nym for Proletarian Union for Terror | 
and Destruction. If convicted, Mr Klein | 
faces life in prison, while the man he 
claims was once his “role model” will 
be back hobnobbing with the world’s 
great and good. 

Is that fair? Some Germans say that 
Mr Fischer should “share responsibil- 
ity” for the crimes of those whose 
methods he may not have endorsed 
but whose goals he supported. Others, 
including Mr Schroder, insist that Mr 
Fischer has apologised for the “errors 
of his youth” and has proved his 
worth as a foreign minister doing a | 
“first-class job”. Yet others insist that 
he is “a disgrace to his country”—-and 
should resign. How could today’s | 
young far-right extremists be con- | 
demned for thumping immigrants, | 
they ask, when the foreign minister's thumping of a policeman is | 
dismissed as a mere “youthful antic”? | 

But the Fischer-bashers remain few. Pollsters say that over 
three-quarters of Germans, including two-thirds of opposition 
voters, want Mr Fischer to stay. So far he seems to be emerging from 
the typically anguished national debate with his stature perhaps | 
even enhanced. For he was far from alone. Half a generation, ac- | 
cording to rough-and-ready estimates, may have joined in or 
sympathised with the revolt 30 years ago against what was de- 
picted asan excessively conformist, authoritarian and materialis- | 
tic society still bearing many of the marks of the Nazi period. With- 
out that rebellion, say those once involved (many of them now 
respected public figures), Germany would never have confronted 
its Nazi past or become so open, tolerant and democratic. 

“Lam what I am,” an unbowed Mr Fischer declared this week, 
“with the good and the bad.” For all the four-times-married for- 
eign minister's past sins and present arrogance, most Germans still 
see him as honest and decent—and for that will forgive him much. 
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BELFAST 


Selecting for the best 





Northern Ireland’s selective education system, which shows up the 
comprehensive system in the rest of the United Kingdom, is under threat 


HEY take education very seriously in 

Northern Ireland, and nowhere more so 
than at the Methodist College Belfast, 
known locally as “Methody”. Standing op- 
posite the city’s other great citadel of learn- 
ing, Queen’s University, Methody was 
founded in 1868 and currently educates 1,830 
girls and boys. The headmaster, Wilfred 
Mulryne, is immensely proud of the school’s 
academic record. Amongst its alumni, the 
school can count the Nobel prize-winning 
physicist Ernest Walton. Methody’s success, 
argues Mr Mulryne, is a testament to the effi- 
cacy of the selective system of education that 
Ulster adopted in 1947. 

While Britain started dismantling its se- 
lective system in the 1960s, Northern Ireland 
retained it. Ulster still has a “Transfer Test”, 
the equivalent of the English 11+ exam. In Ul- 
ster, there are 72 grammar schools out of 238 
secondary schools, and no posh indepen- 
dent schools at all. In England and Wales, by 
contrast, there are only 164 state grammar 
schools left out of 3,714 secondary schools. 

Exam performances in Britain almost 
levelled off during the 1970s and 1980s, rising 
again in the 1990s. The performance of Ul- 
ster’s schools improved steadily through the 
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whole period (see chart). According to John 
Marks, an education researcher, 14-year- 
olds in Ulster are 18 months ahead of pupils 
in England in both English and mathemat- 
ics. At 16, GCSE results are about 10% better 
than in England, and 12% better at A-level. 
Ulster’s education system is more so- 
cially inclusive, as well as more successful, 
than that in the rest of the United Kingdom. 
A much higher proportion of pupils from 
lower social classes go on to university in 





Ulster selects for success 
% of students passing five or more GCSEs 


Northern 
Ireland 










Projection 
for England’ 








alsisihrssraleissisrlsssrsliscrilissaitasistarsl 


ra en 0 
1955 60 65 70 75 80 85 90 95 





*Department of Education and 
Science projection made in 1 





Source: Centre for Policy Studies 





Northern Ireland than in England (see chart 
overleaf). And the selective system does not 
seem to disadvantage those at the bottom of 
the class. Only 3.5% of pupils in Northern Ire- 
land leave school with no qualifications, 
compared with 6% in England. 

Mr Mulryne, and those who think like 
him, maintain that selection is largely 
responsible for these impressive results. But 
across the city from Methody, in the parlia- 
ment building at Stormont, Martin McGuin- 
ness has other ideas. Sinn Fein’s deputy 
leader in the new devolved Northern Ireland 
Assembly is minister for education. He has 
actually been round Methody—unthinka- 
ble a few years ago—but he was clearly un- 
derwhelmed by what he saw, for he remains 
a leading opponent of selection. 

Mr McGuinness argues that the present 
system breeds inequality and produces a 
long tail of educational under-achievement. 
Each year, he says, 18,000 pupils do the 
dreaded transfer test. Two-thirds of them 
fail it and go to secondary school, as he did 
himself. “Equality is important. Modern so- 
cieties frown on any aspect that treats any- 
one as a second-class citizen.” 

Mr McGuinness has already alarmed 
those whose priority is high standards in 
schools by last week ending the publication 
of school performance league tables, appar- 
ently without even consulting the assem- 
bly’s education committee. Many see this as 
the first sign that just as England has begun 
to take schools’ standards seriously, Ulster is 
slipping into reverse. 

Because selection is perceived as dis- 
advantaging the poor, and Catholics are 
poorer than Protestants, most Catholic poli- 
ticians want to change the system. But the is- 
sue does not divide neatly along sectarian 
lines. A minority of the Catholic spLp wants 
toretain selection; and although, on the Prot- 
estant side, David Trimble’s Ulster Unionist 
Party is for selection, the Democratic Union- 
ist Party is against. The Catholic grammar 
schools are as keen to retain selection as the 
Protestant grammar schools. Neither com- 
munity wants to see integration forced on 
existing schools. 

An independent review body, set up last 
September, and due to report in May, is col- 
lecting views from all interested parties on 
the future arrangements for secondary edu- 
cation in Ulster. It is partly an attempt to de- 
politicise a deeply political issue, but it could 
recommend to the minister that the princi- 
ple of selection should be abandoned. 

Such a conclusion would give Mr 
McGuinness plenty of ammunition if he 
were to try and steer the necessary legisla- 
tion through the assembly. Proponents of se- 
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lection are worried. They fear that the com- 
ing changes may undermine Northern 
Ireland’s academic rise. Furthermore, they 
argue that the abolition of grammar schools 
would lead to more, not less, social division, 
because the increasingly prosperous mid- 
dle-classes would just opt out of the state 
system altogether, and send their children to 
private schools—as they do in England. 

The review body’s work so far shows 
that public anger is focused on the transfer 


tests, rather than on the principle of selection 
in general. Even the supporters of selection 
concede that these tests will have to go. 
Taken in two hours, they are perceived to be 
biased towards the middle classes who fork 
out £15 ($22) an hour for their children to be 
coached for them. In their place, Mr Mulryne 
wants some form of continual assessment in 
the last years of primary school, which 
would be fairer and less traumatic for the 
children, and especially the parents. 

There are other changes which would 
command general support. Most people 
agree that Ulster needs better technical and 
vocational training for the over-14s. Mr 
McGuinness is keen to channel money to 
parents who want to start schools that bring 
Protestant and Catholic children together. 
Everybody thinks that is a fine idea. But if he 
tries to get rid of selection, he will have a big 
fight on his hands. 





Animal rights 


Testing times 


Protests against testing drugs on animals threaten to deter investment in 


Britain’s pharmaceutical industry 


ce ELCOME to Huntingdon Life Sci- 
ences. Welcome to hell,” is the omi- 
nous message greeting visitors to one web- 
site opposed to the use of animals in medical 
research. Workers at Huntingdon Life Sci- 
ences (HLs), a British firm specialising in the 
testing of pharmaceutical and chemical 
compounds in animals, are inclined to 
agree—not for their experimental subjects, 
but for themselves. In the past year, 11 cars 
belonging to employees have been fire- 
bombed, a senior manager has been seri- 
ously assaulted and countless threatening 
letters and intimidating phone calls have 
been received from animal-rights activists. 
Among the most visible and effective 
groups hunting the firm is Stop Huntingdon 
Animal Cruelty (sHac), which has moved 


This hurts me more than it hurts you 
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from daily protests outside company facili- 
ties to targeting the financial institutions and 
pharmaceutical companies which keep His 
in business. sHAc’s well-organised cam- 
paign, has applied enough pressure to per- 
suade West LB Panmure, the company’s bro- 
ker, to stop acting for it. Phillips & Drew, a 
fund manager, and two banks, nsec and 
Citibank, have dumped shares. The com- 
pany has been delisted in New York, and its 
London share price is a fraction of what it 
was when the protests started four years ago. 
A £22.6m ($33.2m) loan from Royal Bank of 
Scotland (rps) and two American banks is 
due to be repaid on January 19th. The rss, 
under seige by snac members, is unwilling 
to reschedule but on January 18th, His an- 
nounced thatit was talking to interested par- 
ties about a cash injection. 

HLs’s rival drug testers, such as 
Covance, are also in the firing line 
and five animal breeders, who 
provide them with their raw ma- 
terial, have already gone under. 
Another victory for the animal- 
rights protestors will fuel further 
attacks. 

Britain’s pharmaceutical and 
biotechnology companies are rat- 
tled. The national passion for 
small furry things, which erupts 
into violent protest every few 
years, is making Britain, for all its 
strong science and healthy invest- 
ment, a less attractive place for 
global drug firms to set up shop. 

In its election manifesto four 


years ago, the government pledged to en- 
force stricter control of animal research and 
has largely delivered on its promise. Britain 
now has one of the most rigorous systems 
governing animal experimentation any- 
where in Europe. Over the past decade, there 
has been considerable progress in reducing, 
replacing or refining such work so that fewer 
nasty things are done to animals (see chart). 
But substitutes, such as test-tube or com- 
puter testing methods, are far from perfect, 
and new drugs still need to be tried out on 
animals before being let loose in clinical 
trials on patients. 

While industry officials accept the need 
for tight regulation of this controversial area, 
they complain that the complexity of the 
applications procedure means that animal- 
testing can take up to twice as long togain ap- 
proval as in Germany. Delays in testing cut 
into the lifetime of a drug’s patent and thus 
into revenues. 

All this puts the government in an awk- 
ward position over science yet again. As it 
found during the recent argument over ge- 
netically-modified foods, balancing public 
anxiety about technology with the interests 
ofa profitable industry is no easy task. Public 
opinion generally supports the use of ani- 
mals in medical research: a Mort poll pub- 
lished last spring showed that over three- 
fifths of Britons are willing to stomach their 
objections to animal testing if there is no 
other way for important work to be done. 

Satisfying pharmaceutical companies, 
which produce more than £11 billion-worth 
of drugs a year, is a tougher task. Lord Sains- 
bury, the science minister, has already had a 
word with the Royal Bank of Scotland to en- 
courage it to keep us afloat. On January 
18th, the Home Office indicated that it in- 
tends to try to extend labour laws aimed at 
preventing trade unionists from intimidat- 
ing people in their homes to cover animal- 
rights activists. And it is giving Cambridge- 
shire Police an extra £1m to help them deal 
with the protests. But balancing the drug 
companies’ demands with the voters’ pas- 
sions is getting harder. 
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Missiles over the 


GOATHLAND 





George Bush may have to adjust his strategy if he wants the British to 
participate in the National Missile Defence system 


HE farmers, inn-keepers and retired sea- 

men who lead quiet, agreeable lives in 
this wild stretch of north-east Yorkshire are 
accustomed to the attention of outsiders— 
hill-walkers, steam-railway buffs, even tele- 
vision serial-makers—and they have clear 
ideas about which ones they prefer. Among 
the 500 residents of Goathland, for example, 
visitors get bad marks if they feed sand- 
wiches to the black-faced sheep which stroll 
confidently around the centre of the village; 
and glamorous Hollywood directors have 
upset the parish council by using noisy gen- 
erators or parking obtrusively. But there is lit- 
tle sense, as yet, among local people of the 
geopolitical storm which may soon break 
over their heads—if, as seems likely, an 
American-built radar station, just a few 
miles away, becomes the object of a furious 
transatlantic debate. 

The focus of discord is Fylingdales, an 
early-warning facility shared by the British 
and American military establishments, 
whose pyramid-like structure looms over 
the misty Yorkshire landscape, but impinges 
rarely on the daily lives of most people. 
“We've never had a wrong word with them 
since they came here 40 years ago,” says Mi- 
chael Atkinson, a sheep-farmer whose land 
abuts the Fylingdales base, and who has oc- 
casionally relied on its help to track down 
the dogs worrying his flock. 

The base has deadlier quarry to seek out 
than stray hounds. It is part of a network of 
radar bases (others are in Alaska and Green- 
land) designed to look out for missiles hur- 
tling from the Soviet Union towards Amer- 
ica. In the macabre scenarios of cold-war 
planning, the detection of a rocket by Fyling- 
dales might have been the first step in a nu- 
clear exchange. 

If President George Bush goes ahead 
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with an ambitious plan to intercept enemy 
missiles in mid-flight—a concept which he 
supports much more enthusiastically than 
did his predecessor—then the Yorkshire base 
will become even more important. Under a 
national missile defence (NmMpD) project 
drawn up by President Bill Clinton, but not 
given a definitive green light, the Yorkshire 
facility would be transformed into a power- 
ful x-band radar station, able to track enemy 
missiles with great accuracy and guide inter- 
ceptors towards them. It is assumed that the 
new Bush administration will devise a simi- 
lar, but even more ambitious, plan. 

One Yorkshireman, at least, has sensed 
that President Bush’s missile-defence ideas 
have the potential to become a political 
bombshell for Britain, the European Union 
and the Atlantic alliance as a whole. In a 
move that could turn out either to be states- 
manlike or suicidal, William Hague has said 
that instead of waiting for a request from 
Washington—and hoping it never comes— 
Britain should take the initiative and offer its 
early-warning facilities to America as part of 
a giant system to stop rogue rockets in mid- 
flight. 

Part of the Conservative leader’s calcula- 
tion was that the Fylingdales issue could di- 
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vide the government—with the Foreign Of- 
fice worrying about the furious reaction to 
any American NMp system from Russia, 
China and some Eu countries; Downing 
Street and the defence ministry more con- 
cerned about staying close to the Americans; 
and John Prescott, the environment secre- 
tary, demanding that he, too, have a say over 
what happens in one of Yorkshire’s finest 
national parks. 

But to judge by the cautious reaction in 
Mr Hague’s home patch, there is not much 
sympathy either for his call for Britain in 
general (and Fylingdales in particular) to 
thrust itself into the nuclear front line; or for 
the dire warnings from some anti-nuclear 
campaigners that North Yorkshire could be- 
come highly vulnerable to terrorists or hos- 
tile powers ifit becomes part of an anti-mis- 
sile system. In any case, Yorkshire people 
tend to be more concerned about the here- 
and-now than about Armageddon. 

“In the eventof hostilities, we would bea 
target, and we're a bit too close for comfort,” 
says Reg Pierson, who runs one of Goath- 
land’s oldest farms; but he quickly adds that 
abysmal prices for wool and cattle seem a 
more acute threat to the village’s welfare. 

In the adjacent borough of Whitby and 
Scarborough—where the Conservatives, un- 
der the no-nonsense leadership of Eileen Bo- 
somworth, are the biggest party—council- 
lors say Fylingdales (which used to rely 
heavily on local labour for ancillary work, 
but has cutback in recent years) is more ofan 
economic, or even an environmental issue 
than a strategic one. A few billion dollars of 
construction work could only be welcome at 
a time when fishing fleets are shrinking and 
the steel business is declining. 

The Marquess of Normanby, an impor- 
tant local landowner, has little patience with 
“not-in-my-backyard” opposition to the 
upgrading of the American base. “If you ac- 
cept that the country has to be defended, 
then you have to make some provision for 
that defence,” he insists. 

But which country? So far, most Ameri- 
can proposals for an NMp system have pro- 
vided only for the protection of the United 
States—while British supporters of the con- 
cept, like Mr Hague and his mentor Lady 
Thatcher, have spoken wistfully of a “global 
defence system” to which Fylingdales would 
be a proud contributor. To have any hope of 
selling the concept, the Bush administration 
may have to make it clearer which other 
countries, if any, could snuggle under the 
anti-missile shield. 

Back in Goathland, people are used to 
starring as unwitting extras in television seri- 
als; but they are unlikely to be enthusiastic 
participants in a real-life Star Wars 11 unless 
the Americans—and their British friends— 
canconvince them that the proposed missile 
shield will bring more security than danger 
to their community and their country. 
= 
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Plato, Parliament and the British fox 


c6 HEN names, definitions, sights and other sense-impres- 
sions are rubbed together and tested amicably by men 


employing question and answer with no malicious rivalry, sud- 


denly there shines forth understanding.” Britain's debate on fox- 
hunting has fallen short of this Platonic ideal. The debate has been 
more malicious than amicable; and at the end of it—though it has 
not quite ended yet—neither side appears to understand the other 
better than it did at the beginning. All the same, contrary to the de- 
feated yelps of some of hunting’s shriller advocates, there was 
nothing the least bit undemocratic about the House of Commons’ 
vote this week, by 387 to 174, to ban hunting with dogs. In a way, 
the decision was four times more democratic than usual. 

First, the Labour Party could not 
have made its intentions on this 
matter any plainer than it did in the 
manifesto on which it was elected 
in 1997, which said that the party 
strongly opposed “the so-called 
sport” of hunting with hounds and 
intended to let mrs vote on whether 
to ban it. Second, if the arguments 
on both sides have not been tested 
as amicably as Plato might have 
wished, they have at least been 
tested thoroughly. Hunting’s sup- 
porters and opponents have mar- 
shalled the expert opinions and lu- 
rid photographs convenient to their 
respective arguments, and plas- 
tered them over newspapers and 
billboards. Jack Straw, the home 
secretary, went to the trouble of ask- 
ing for an impartial investigation of 
the facts from Lord Burns, an emi- 
nent former civil servant, who cogi- 
tated mightily and reached the 
memorable conclusion that the kill- 
ing of a fox by hounds “seriously 
compromises the welfare of the 
fox”. Third, when at last the Com- 
mons voted this week, the vote was 
“free”, as the government had 
promised it would be. mps were al- 
lowed to vote in accordance with their individual consciences (or 
at least their individual calculations) instead of having to stick to 


` their parties’ lines. Fourth, mrs were not presented with a simple 


yes or noalternative, as they usually are. They could vote either for 
a total ban, or for regulation of the sport, or for self-regulation, or 
against all of the above. Mr Straw himself voted to regulate hunt- 


| ing, not to prohibit it. His Tory shadow, Ann Widdecombe, con- 


sulted a furry comer of her steely heart and favoured a ban. 

In short; far from being undemocratic, this week saw a perfect 
demonstration of democracy. That is the whole trouble. The vote 
demonstrated perfectly, as Lord Burns would no doubt putit, that 
unless political leaders are careful, democracy seriously compro- 
mises the liberty of minorities. 

Some of the people who feel passionately about the welfare of 
the fox simply refuse to acknowledge that to ban foxhunting is to 
curtail a liberty. But liberty is the pre-eminent issue. Although only 
a minority of people hunt with dogs in Britain, it is a sizeable mi- 
nority as well asa vocal one. Of nearly a quarter ofa million people 
who hunt four-legged creatures, some 180,000 are principally in- 





volved in hunting foxes and deer. Of these, many care a good deal 
about what the Labour Party dismisses as their “so-called sport”. 
A high proportion of the 80,000 or so people who attended a 
“Countryside Rally” in London in July 1997 did so in order to de- 
fend hunting, and an even bigger turnout is hoped for in a second 
rally planned for next March. Needless to say, the defenders of 
hunting exaggerate the impact that a ban would have on rural jobs 
and the rural way of life. But exaggeration is not the same thing as 
invention. Lord Bums concluded in his report that thousands of 
people—at least 6,000 but probably more—would indeed lose 
their jobs if hunting were banned. He accepted that in some areas 
hunting might still be the best way of keeping the fox population 
under control, and that it played a 
small but dwindling part in con- 
serving the countryside. He also 
found that in some communities 
hunting remained a “significant” 
cohesive force. Whatever city types 
think, foxhunting is not just the sa- 
distic pastime of the rich. It is an an- 
cient sport that matters to many 
people. If politicians make it illegal, 
they need a good reason. 

To most mrs, the reason is self- 
evident: foxhunting, they say, is 
cruel, Some of those who call it cruel 
seem to care most about the physi- 
cal welfare of the fox; others, more 
bossily, about the spiritual welfare 
of the hunter. Either way, they cite 
precedent. Previous governments 
have legislated to prevent cruelty to 
animals. Having banned bear-bait- 
ing, why not foxhunting? 

It is a reasonable question. The 
answer, unless you are an animal- 
rights fundamentalist, is that the 
line must be drawn somewhere. 
Otherwise, the logical sequel to a 
ban on foxhunting is a ban on all 
shooting, fishing, the use of animals 
in experiments, and the rearing for 
slaughter of poultry and cattle. Poli- 
ticians are entitled to move the existing line, but ought at least to 
aim for some proportionality. In other words, the welfare benefit 
they confer on the animal ought to be commensurate with the cost 
they impose on liberty. In this case, it is not. The plain fact is that 
noteven Parliamentcan make the lot of the fox a happy one. Of the 
400,000 or so foxes that die every year, few expire peacefully in 
bed. About 100,000 are squashed by cars, about 80,000 are shot 
and 30,000 are snared. Only 22,000 are killed in hunts. And Lord 
Burns gave warning that although hunting with hounds compro- 
mised the welfare of the fox, a ban might compromise it further by 
causing more of them to be killed by shotguns and snares. 

What next? The elected majority must have its way. Tony Blair 
has already said as much to the half-reformed House of Lords, 
where the battle now moves, and with which it may now suit him 
to pick a fight. Some defenders of hunting—and some who oppose 
hunting but defend liberty—hope that voters will punish Mr Blair 
for engineering this outcome. That is wishful thinking. Polls sug- 
gest that a ban could be popular. It will have been arrived at by im- 
peccable democratic methods. It just happens to be wrong. 
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CALIFORNIA’S POWER CRISIS 


A state of gloom 


One of the wealthiest regions in the world is on the brink of an energy crisis of 
third-world dimensions. How did California come to this? 


N JANUARY 16th, the Californian state 

assembly passed a bill giving the state a 
central role in the local electricity market. 
This, in effect, turned the clock back on the 
deregulation of Califormia’s power industry 
begun in 1996 amid grand promises of re- 
duced rates for consumers, more secure sup- 
plies for business, and bigger markets for 
power companies. But in fact the state had 
few options. On the same day, two of Cali- 
fornia’s largest utilities had their debts re- 
duced to junk by the leading credit agencies 
after one of them, Southern California Edi- 
son (sce), announced that it would not be 
paying $596m due to creditors, in order to 
“preserve cash”. 

That undermined the ability 
of sce and of Pacific Gas & Electric 
(pGa&e), the other big utility in the 
state, to buy power on credit, and 
pushed them to the brink of bank- 
ruptcy. On the same day, a “stage 
3” emergency was declared, the 
highest level of alert, called only 
when power reserves fall below 
1.5% of demand. On January 17th, 
one-hour black-outs rolled round 
the area of northern California 
served by pG&e. And Governor 
Gray Davis declared a state of 
emergency, authorising the state 
water department to buy power. 

This is a dreadful mess for a 
state that is held up around the 
world as a model of innovation 
and dynamic markets, and that 
was the first in America to pursue 
deregulation. What on earth has 
gone wrong? 

The short answer is, botched 
deregulation. The peculiarly bad 
way in which California’s deregu- 
lation was organised freed prices 
for wholesale electricity while 
putting a freeze on retail rates. As a 
result, the state’s utilities have 
been forced to buy power on the 
red-hot spot market (where prices 
have soared recently—see chart 1) 
for far more than they are able to 
recoup from consumers. 
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Catastrophe has been looming for some 
time now. The state’s residents have already 
endured a series of annoying and expensive 
“brown-outs”. Indeed, power emergencies 
have become so common that they are an- 
nounced along with the traffic and weather 
reports on the morning news. 

Only recently, however, have local poli- 
ticians begun to take action. Earlier this 
month, the state’s legislature approved a 
temporary rate increase to ease the pain for 
the utilities. Mindful of the state’s noisy con- 
sumer lobbies, legislators approved a hike of 
only about 10%, and then only for three 
months. And even that is subject to reversal. 








Buyers on the spot [1] 
Northern California electricity prices 
$ per megawatt-hour, peak hours —— 
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It came nowhere near the 30% hike that the 
utilities claim they need to survive. 

Mr Davis, the state governor, tried to 
bully his way out of the crisis during his 
“state of the state” speech on January 8th. 
“Never again can we allow out-of-state 
profiteers to hold Californians hostage,” he 
declared, threatening to seize electricity as- 
sets and run them himself if necessary. 
Needless to say, his speech did not help 
much. Curtis Hebert, a Republican commis- 
sioner on the Federal Energy Regulatory 
Commission (FERC), the country’s 
top electricity regulator, fumed: 
“You’ve got a governor who cares 
more about being on a night-time 
news show than he does about fix- 
ing the problem in California.” 


British fog 
If California fails to tackle its 
power problems swiftly, the 


knock-on effects could be severe. 
Morgan Stanley Dean Witter, an 
investment bank, has just warned 
that “California’s crisis could mag- 
nify the downside for the whole 
economy. In the end, the state’s en- 
ergy crisis could prove to be an un- 
wanted wild card for the Ameri- 
can financial markets and the 
global economy at large.” 

Such fears of contagion ex- 
plain why the outgoing Clinton 
administration has been scram- 
bling to organise a series of sum- 
mits between state and federal of- 
ficials, the utilities, and their main 
power suppliers. The legislation 
passed this week, if it ever be- 
comes law, would allow Califor- 
nia’s creditworthy Department of 
Water Resources to buy additional 
power directly under long-term 
contracts and to sell it on to the 
utilities at a fraction of the current 
spot-market price. But, inevitably, 
this can serve only as a stop-gap 
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measure; the talks brokered by federal offi- 
cials, aimed at providing the foundation for 
a longer-term solution, are due to resume on 
January 23rd. 

To see how California might move for- 
ward, look first at how it got itself into such a 
pickle. Largely inspired by Britain’s success 
in Opening up its power sector a decade ago, 
California led the United States into the 
brave new world of liberalised electricity 
markets. After years of haggling among va- 
rious interest groups—from the big utilities 
to greens and consumer organisations—the 
administration of Mr Davis’s predecessor, 
Pete Wilson, put together a compromise de- 
regulation bill with enough bells and whis- 
tles to please almost every interest group. 

Through the whole process, Britain’s 
power deregulation was the inspiration. Ste- 
phen Baum, the boss of Sempra (which 
owns San Diego Gas & Electric, a utility that 
-is in better financial shape than PG&E and 
SCE), says that “California embraced com- 
petition as a religion and the English model 
as our guide.” However, California’s zealous 
~~ reformers forged ahead without taking into 

“account some important differences be- 
-= tween California and Britain—for example, 

:- m areas such as reserve capacity. In Europe, 
deregulation has not resulted in reliability 
problems. But credit for that belongs not to 
European models of reform, 
but rather to excess capacity. 
- Europe’s top-heavy, state- 
dominated power sector has 
tended to “gold-plate” its as- 
sets (through higher tariffs 
paid by captive customers). 
California was not in such a 
happy position. 
- Another difference be- 

tween the two models is that 
Califomian officials let 
pork-barrel politics inhibit 
the development of the retail 
market. Rather than allow- 
ing prices to fluctuate, politi- 
cians decided to freeze elec- 
tricity rates for a few 
years—supposedly in the in- 
terests of the consumer. But that gave con- 
sumers no reason to cut power use even 
when wholesale prices sky-rocketed—as 
they have done recently. 

Also, under pressure from the big and 
` politically powerful utilities, the state’s poli- 
ticians agreed to compensate the companies 
generously for “stranded assets”—such as 
the big power plants built before deregula- 
~ tion suddenly changed the rules of the game. 
“That sounds fair enough, but California 
agreed to value those assets much more gen- 
erously than other states. Worse still, officials 
decided to burden new entrants to the busi- 
ness with part of the cost of the “stranded as- 
_ sets” built by the incumbents. Hence new- 
-= comers have been severely handicapped in 

_ their ability to compete on price. 
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A number of other states largely avoided 
making these mistakes. In Texas, for in- 
stance, firms are free to enter into long-term 
contracts in order to hedge against the risk of 
volatile prices. And Pennsylvania has had 
great success in spurring competition from 
newcomers. 

California allowed none of this, and the 
upshot is that hardly any Californians have 
switched retail suppliers, unlike Pennsylva- 
nians. In Britain, one-quarter of the public 
has switched. What California dubbed “de- 
regulation” did very little to unshackle the 
power sector from the state. 


Supply, demand and politics 

Yet even with its half-baked, half-British 
model, the state might have muddled along 
for quite some time. The snag is that a bunch 
of uniquely Californian forces conspired to 
bring things to a head: fierce opposition to 
new power supply; a dramatic surge in de- 
mand; and, in particular, the politics of pork 
and populism. 

For a start, the state’s supply picture has 
grown ever bleaker. New power plants are 
rarely popular in any part of the world, but 
in California the famous “not in my back 
yard” (NimBy) syndrome has reached ridic- 
ulous levels, thanks to the state’s hyper- 
democratic balloting process. The state has 








cinos, California has defied eco-punditsand ~ 
state officials who forecast that the Internet 
and the “new economy” would inevitably 
lead to less consumption of electricity.In San 
Jose, the heart of Silicon Valley, consump- 
tion has been growing at about 8% a year. 

The clincher, though, has been the pecu- 
liar politics of California. Politicians and reg- 
ulators have been fiddling with the reform 
process in ways that are both capricious and 
counterproductive. Amazed that the free 
market for wholesale power responded to 
last summer's supply squeeze by raising 
prices, panicky officials ordered “caps” on 
those prices. Predictably, the caps have 
failed miserably—as the more recent supply 
crunch amply demonstrates. 

Power prices shot up because supply 
was scarce, and the right solution would 
have been to let markets respond—as mid- 
western states did when they suffered simi- 
lar price hikes a few summers ago. They did 
not meddle in the wholesale markets, and 
generators responded to the price signals by 
rushing to add supply. Notably, the crises 
there have not recurred. 

The most disturbing failure in California, 
however, lies with the regulators themselves. 
Sometimes they trust not at all in market 
forces: for example, they actually discour- 
aged utilities from hedging their price risks 











ndmills to fill californian electricity 








Gigawatt-hours 





~~ 320,000 
300,000 | 
280,000 


-260,000 | 










| generating capacity* 
Megawatts ii 




















also long had the toughest environmental 
laws in America, and these have helped to 
make power generation unattractive. 
Thanks to greenery gone mad, neighbour- 
hoods turned selfish and surly, and red tape 
and regulatory uncertainty run amok, the 
state’s utilities have not built a new power- 
generation plantin over a decade. 

Yet the state’s appetite for electricity has 
shot through the roof. Defying official fore- 
casts made early in the decade, California’s 
power consumption grew by a quarter dur- 
ing the 1990s (see chart 2). The most dramatic 
factor fuelling the growth in demand has 
been the digital revolution, spawned in 
northern California. As computing power 
has spread to everything from the manufac- 
ture of microchips to the frothing of cappuc- 





by purchasing derivatives. This lunacy as 
much as anything explains why the state’s 
utilities are now on the verge of insolvency, 
compelled to buy power on the spot market. 

Yet at other times, the regulators naively 
expect the market to sort out the problems of 
transition by itself. When Britain deregu- 
lated, for example, its pricing mechanism of- 
fered power suppliers an explicit top-up to 
encourage them to create reserve capacity. 
Though California deregulated into a much 
tighter market, its regulators offered no such 
incentive, relying entirely on the market to 
secure adequate supplies. This schizophre- 
nia explains why the Californian reforms are 
a ragbag of muddled half-measures and 
downright anti-competitive clauses. 

Given the imminent collapse of the 
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state’s utilities, there is much agitation from 
all quarters for the state or federal govern- 
ment to do something. But what? James 
Hoecker, the current head of Ferc, says that 
“California’s market is clearly flawed by de- 
sign...it will be very difficult to reform, but 
reform it we must, and reform it we can.” 

The Clinton administration might have 
offered some help: Bill Richardson, the de- 
parting energy secretary, has long advocated 
regional price caps. Mr Hoecker saw those 
caps as too hard to implement, but he too 
sought a regional solution on the grounds 
that the Californian crisis is really “an enor- 
mous struggle between sellers of power, 
mostly in the interior states, and the buyers 
of power, mostly on the coast.” But both Mr 
Richardson and Mr Hoecker are leaving of- 
fice this weekend, and the men chosen by 
George Bush to replace them will be likely to 
oppose anything that calls for heavy- 
handed federal involvement. 

One option for those looking for a way to 
bring the state out of this mess is to let the 
utilities go bankrupt. Some market-minded 
folk argue this case, pointing out that com- 
panies in all sorts of industries go bust all the 
time. Setting aside politics, why not power 
too? Surely the lights can be kept on, argue 
such voices, by the bankruptcy court, the 
state or, ultimately, by the new managers of 
those assets? 

This is a tempting argument, but the rea- 
son why bankruptcy is nota solution, argues 
Tom Higgins of Edison International, the 
parent of sce, is that “this situation is directly 
the result of government action and inac- 
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That solution’s a long way off 
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CALIFORNIA’S POWER CRISIS 


tion; it is not due to management failure.” 
Any new manager of the utilities’ assets 
would find it impossible to run them under 
the perverse conditions mandated by Cali- 
fornia’s current regulatory regime. 

Another option is for the state to give in 
to the popular backlash and to re-regulate 
the power business. That is not such a re- 
mote possibility. Carl Wood of the Public 
Utilities Commission, California’s top elec- 
tricity regulator, wants not only to re-regu- 
late, but to go further and introduce a big 
state presence in power. Mr Wood says: “I’m 
not an economist, so I’m flying by the seat of 
my pants, but it seems to me that it is ortho- 
dox economics that got us into this mess in 
the first place.” Mr Davis also hinted at a re- 
versal in his recent speech, with its sinister 
threats of expropriation and criminal action. 
While such a move cannot be ruled out, it 
would be sheer folly to let the state’s incom- 
petent, bungling politicians and regulators 
run the power utilities as a reward for having 
run them into the ground in the first place. 


What next? 


The sensible way forward is to see any state 
intervention as a short-term fix that merely 
buys time to sort out the regulatory mess, 
and so propels the state towards a market- 
based long-term solution. Any short-term 
fix, which must surface soon in view of the 
parlous state of the utilities’ finances, needs 
todeal with three separate aspects of the cur- 
rent liquidity crunch: paying for yesterday’s 
power; paying for today’s power; and pay- 
ing for tomorrow’s power. 

Yesterday’s power led to the $12 billion or 
so in debts now owed by the utilities to 
banks, power producers and other creditors. 
Any deal will probably include an agree- 
ment to allow delayed repayment in return 
for some sort of guarantee, implicit or ex- 
plicit, from the state that the creditors will in- 
deed get their money some day. This week’s 
legislation suggests that today’s power will 
probably be purchased by the state. As for 
tomorrow’s power, even the state cannot af- 
ford to pay spot prices for long. So some sort 
of long-term contracts offering prices closer 
to historical norms are inevitable. 

Having bought a few months’ respite, 
which may not last beyond this summer’s 
peak demand, Californian officials must re- 
structure the electricity system to put it on a 
sounder footing. Mr Baum of Sempra says 
they must focus on the following: “What will 
reduce the demand for power? What will in- 
crease power supplies? Unless the basic laws 
of supply and demand are repealed, those 
two questions must be answered. Every- 
thing else is just a sideshow.” 

California needs to reform its laws in or- 
der to encourage power generation. This will 
mean, for example, ensuring that environ- 
mental regulations are not needlessly pro- 
hibitive. It must also involve paring back red 
tape. This may not be easy, but surely there is 





Get a grip, Governor Davis 


no justification for power-plant approvals 
taking twice as long in California as else- 
where in America (including places that 
have similar concerns about air quality). 

Officials must also find ways to get 
around the nimsy problem. One possibility 
may be a suggestion by Mr Davis that the 
state withhold funds from localities that are 
particularly obstructive, in the way that the 
federal government withholds highway 
funds from wayward states. An even better 
solution would be to remove barriers to en- 
try for distributed generation, and to ensure 
that the established incumbents do not ob- 
struct new micropower plants. 

As important as boosting generation is 
fixing the consumer market. In the long run, 
liberalisation and competition will deliver 
lower electricity prices for companies and 
households alike. But there is a case for pro- 
tecting domestic households from price vo- 
latility until a genuinely competitive retail 
market emerges. Unless consumers see fluc- 
tuations in prices, however, especially at 
peak times, they will have no incentive to 
save power or to shift their use off-peak. This 
leads to an obscene waste of energy. 

To allow retail prices to fluctuate with 
market conditions requires the installation 
of sophisticated meters for all the state’s con- 
sumers. Crucially, proper metering will 
speed the arrival of such innovations as 
fixed-price “energy service” contracts, 
which promise outcomes such as certain 
levels of heating, rather than the mere de- 
livery of kilowatts. Price transparency will 
also allow micropower plants to sell and buy 
power on the grid as demand dictates, so im- 
proving the grid’s reliability. 

If California’s politicians see today’s cri- 
sis as a chance to fix this deregulation gone 
awry, then the future may be bright for the 
state’s suffering citizens. Muddling along and 
hoping for manna from heaven is no longer 
an option. The state’s irresponsible politi- 
cians have one last chance to fix the mess 
that they have created. If they do not, then at 
best it will be a sweltering summer for Cali- 
fornians this year. 
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Enjoy a refreshing drink at Singapore’s 
legendary Raffles Hotel, then make a splash 
in the wilds of Indonesia. Shop in the city 
of the future, then journey back in time to 
a 16th century Buddhist temple. Try some 
spicy fish-head curry, then explore the exotic 
Spice islands. Discover an underwater world 
of marine life, then climb one of Asia’s tallest 
volcanoes. Between them, Singapore and 
Indonesia offer the discriminating traveller a 
breadth of experiences that is unrivalled in 
all of Asia. From the luxury, sophistication 
and multi-cultural heritage of cosmopolitan 
Singapore to the adventure and breathtaking 
natural diversity of Indonesia, experience 
two holidays in one. For more information 
visit Www.newasSia-singapore.com or 


www.indonesia-tourisminfo.com 





Shoot the rapids in Bali, Indonesia 
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4S 
g 
5 7 





Singapore « Indonesia 
unlimited possibilities 








BUSINESS 


Television takes a tumble 


NEW YORK 


The retreat of new-media upstarts has brought no joy in television land 


HE Internet was supposed to kill televi- 

sion. Instead it saved it, at least for a 
while, Last year, as dozens of online. start- 
ups emerged to challenge America’s rv. net- 
works for viewers, even more of. their 
dot.com brethren were showering the net- 
works with advertising, propelling the in- 
dustry to record revenues. This was a deli- 
cious irony for beleaguered Tv executives, 
especially when excessive spending on tra- 
ditional advertising spots ended up sinking 
some of the online pretenders to Tv’s throne. 
But the pleasure was fleeting. 

As the dot.coms crashed, dragging stock- 
markets with them, so, eventually, did tele- 
vision advertising. Last year’s Super Bowl 
marked the high point of the advertising 
bubble, with 17 Internet companies cough- 
ing up as much as $3m for each 30-second 
spot. This year only three are returning, the 
price has reportedly fallen by a quarter, and 
css, the network that is showing the game, 
still had 10% of its time unsold a week 
before the event. Overall, the $57 bil- 
lion tv advertising market's growth 
this year is expected to be the slowest 
since 1991. 

The shockwaves from this are al- 
ready reverberating through the 
four-block area of Manhattan in 
which most of America’s ‘rv industry 
is based. nac, one of the four big net- 
works, said on January 12th that it 
planned to slash as many as 600 jobs 
over the coming months. CNN, the 
news network subsidiary of aot 
Time. Wamer, told staff on January 
17th that it was cutting 400 jobs and 
cancelling four shows. It has lost two 
topexecutives in the past week alone. 
Meanwhile, the other big networks, 
cps and asc, along with News Corp, 
the parent of Fox, have instituted hir- 
ing freezes. 

Many of tv’s present woes are 
simply the perils of a cyclical indus- 
try. Last year was unsustainably 
good, with a fortunate convergence 
of temporary business boosters, pro- 
fligate dotcoms and an economic 
boom. It was an Olympic year, and 
also had a presidential election that 
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went on and on, providing a surge in view- 
ership for the news networks similar to that 
in wars. And a new show format—teality- 
based programming, such as “Survivor”— 
becamea viewing obsession. After that, any- 
thing was bound to be a disappointment. 

Not everyone was expecting this year’s 
luck to be as bad as last year’s was good, 
however. The car industry, traditionally one 
of the biggest rv advertisers, is going through 
a slump. Actors and screenwriters are ex- 
pected to go on strike later this year, dim- 
ming the chance of a new hit show and 
threatening existing ones. Meanwhile, the 
wave of consolidation in financial services 
has reduced the pool of big advertisers on 
news and finance shows. 

But these blows, painful as they may be, 
ate not signs that tv will be rendered obso- 
lete anytime soon. That was the claim made 
during the first wave of online media and 
after the introduction of digital video re- 








corders such as the TiVo, which make it easy.” 
for viewers to skip advertising. Neither of 
these has risen as quickly as was once feared 
by rv executives. Nor are there signs that the < 
longstanding challenge of cable to the big. 
networks is increasing. Only one in four ca- 
ble channels managed to gain market share 
in prime time last year. Overall, cable's gains 
have slowed from its rapid catch-up period 
of the 1990s. 


Step forward, step back 


In fact, for all their suffering at the moment, 
many Tv giants are breathing a sigh of relief. 
Advertising slumps are the devil they know, 

as opposed to the uncertain—~and potens 
tially much larger—threat from the Internet. 
Some are now backing away from their In- 
ternet investments as fast as they jumped 
into them two years ago. News Corp an- 
nounced on January sth that it was shutting 
its online division and cutting more than 200 | 
jobs. ngc Internet has laid off nearly half its 
staff over the past year. ces and Viacom's. 
mtvi division have both cut about a quarter 
of their online staff. Most networks have 
been only too happy to retreat from a strat 
egy that they saw as largely defensive, de= 
signed to compete with Nasdaq-fuelled: 
start-ups and Wall Street demands for In- 
ternet valuations. 

Yet although some of the immediate’ 
threats have subsided, the rv busi-. 
ness is still heading for some sharp: 
rocks. The problems are not new, but ` 
their very familiarity risks compla- 
cency among media executives fo- 
cused on week-by-week ratings bat- 
tles with old competitors. ; 

For a start, America’s television 
industry is growing more fragmented 
by the day. The explosion of channels 
that started with cable in the early 
1980s is now accelerating with the de- 
ployment of digital cable, which can 
increase the number of available 
channels to 250 or more. 

Digital satellite services thatcarry 
hundreds of channels, led by Di- 
recTv, a subsidiary of General Mo- 
tors’ Hughes Electronics division, 
now reach nearly 15% of American 
homes. Directv is now so significant 
a media force that even a cash- 
strapped Rupert Murdoch is re- 
ported to be preparing a bid for it. 
worth $40 billion. Meanwhile inter- 
active television, which had an abor- 
tive start in the mid-1990s, is back, ~ 
thanks to the broadband connec- 
tions that cable and telephone com- 
panies have built to satisfy demand 
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| for high-speed Internet access. By next year, 
broadband cables will pass iom homes. 

In 1980, each of America’s top 20 Tv 
shows was watched by more than a fifth of 
all households, and the most popular were 
<: often seen in more than half of all homes 

“with a tv. Today, hit shows are lucky to 
¿teach the 10% mark, and even blockbusters 
fail to reach twice that. In 1999, cable passed 
network television in overall market share 
(see chart), and the number of cable stations 
‘has kept growing, to more than 180 today, 
spreading advertising too thinly for many to 
make money. For all the new capacity com- 
"ing on stream, newer channels such as Oxy- 
< gen, aimed at women, and cnNfn, AOL Time 
< Warner's answer to CNBC, cannot be seen in 
~ most big markets for lack of available chan- 
“nel slots. 

Moreover, Americans are watching less 
television. Although the overall decline is 
still relatively small, young people—the 
market's future and one of its most attractive 
segments for advertisers—are turning away 
< at an alarming pace. Since 1985, the average 
-= number of hours of tv watched by Ameri- 

«< cans under 18 has fallen by more than one- 
: fifth, in part thanks to more time being spent 
surfing the Internet. 

All this has conspired to turn a rich busi- 
ness into a relatively poor one. The cost of 
producing content—especially drama and 
sitcoms, with stars who increasingly de- 
mand Hollywood-scale salaries—is rising 
even as audience share shrinks. With the ex- 
ception of last year, only nsc among the big 
four networks has managed to show mean- 
ingful profits since the mid-1990s (thanks in 
part to the financial discipline imposed by 
its parent, General Electric). 

Anticipating a tougher business climate, 
the networks have over the past decade be- 
-come part of large media (or, in the case of 
General Electric, industrial) conglomerates, 








article on South Korean entrepreneurs last | 

| week showed the share of “workers” in new | 
firms. We should have made clear that the 
numbers referred to the percentage of adults 


| wing and managing new firms. | 
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content and advertising sales. Yet if the 
merger of AOL and Time Warner, announced 
a year ago, says anything, it is that this is not 
enough. Time Warner is the biggest media 
conglomerate, with the broadest reach and 
opportunity for synergies across different 
media. Yet it reckoned that it was better off 
joining online competitors than competing 
against them. 

But that was then, when dot.coms were 
king. And now? Unsurprisingly, aot Time 
Warner argues that the deal makes more 
sense than ever—regardless of Wall Street’s 
dim view of online ventures, Aot’s position 
as an online powerhouse has been strength- 
ened over the past year. With nearly 30m 
subscribers (including its CompuServe sub- 
sidiary) and four times that many instant- 
messaging users, it dwarfs the television net- 
works’ audience. And although many of the 
early new-media companies have gone un- 
der, the overall market for such services con- 
tinues to grow, as the infrastructure for de- 
livering rich interactive content expands. 
Meanwhile, television stagnates. History 
may show that Time Warmer sold itself short, 
but the arguments for its deal might soon 
echo in other parts of Manhattan’s embat- 
tled cluster of television giants. 
arte = ` ene 





Asian energy 


Pipe dreams 


SINGAPORE 


T WAS arare display of togetherness by the 

tetchy tigers of South-East Asia. On Janu- 
ary 15th, the leaders of Indonesia and Singa- 
pore threw open the valves on a crucial new 
pipeline between their countries. Over the 
next two decades, the 640km (400 mile) un- 
dersea link is expected to provide Singapore 
with natural gas worth $8 billion from Indo- 
nesia’s West Natuna field. The two countries 
plan to sign an even bigger deal by next 
month, to channel gas worth another $7 bil- 
lion to Singapore through a second pipeline 
from southern Sumatra. These agreements 
nail down two key pieces in what many 
hope will be a far bigger regional jigsaw: a 
pan-Asian pipeline network serving energy 
users from Indonesia to China. 

Other bits of the puzzle are already slid- 
ing into place. Malaysia hopes to tap into the 
West Natuna pipeline to supply the south- 
em tip of its peninsula. It is also pressing 
Thailand to start work on a joint pipeline 
that the two countries agreed to build three 
years ago. That would connect gas fields in 
the Gulf of Thailand—which the two coun- 
tries jointly own—to Songkhla in southern 
Thailand, with some of the gas being piped 
onwards into northern Malaysia. Off its 
other coast, Thailand has already tapped 
into Myanmar’s Yadana gas fields. And Viet- 
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nam is still toying with the idea of its own 
pipeline into the South China Sea. 

Such energy-sharing plans are among 
the few instances of cross-border co-opera- 
tion in South-East Asia these days. Visions of 
a regional free-trade area grew blurrier last 
year after Malaysia decided to shield Proton, 
its national car company, from competition. 
Thailand, Indonesia and the Philippines 
have responded by rethinking some of their 
own trade commitments. And businessmen 
in the region must cope with diplomatic fric- 
tions as well as protectionist ones: only two 
months ago, Indonesia’s president suggested 
that his country and Malaysia might cut off 
Singapore’s water supply. 

The new pipelines are thus good news 
for fans of regional integration. Since Asia 
now accounts for almost 30% of the world’s 
energy consumption—a share that is ex- 
pected to grow rapidly—-the boost is more 
than just symbolic. With a better pipeline 
grid in place, the region should be able to bal- 
ance its energy supplies more efficiently. 
John Vautrain of Purvin & Gertz, an energy 
consultancy, argues that South-East Asia 
could gain a lot by following the North 
American model. With so many cross-cut- 
ting pipelines there, suppliers can funnel gas 
from the Gulf of Mexico to New York, or any- 
where in between, whenever it is needed. 

Of course, such networks become more 
complicated when lots of international bor- 
ders are involved—one reason why 85% of 
the world’s gas is consumed domestically. 
But South-East Asia at least has the advan- 
tage of shallow basins in the Gulf of Thai- 
land and the South China Sea, which make 
undersea linkages between platforms easy 
to build. The military risks are manageable, 
too: the region’s insurgencies tend to be far 
from the pathways of the proposed grid. 

Perhaps the biggest obstacle is the 
shoddy way in which South-East Asia’s en- 
ergy monopolies are regulated and run. Ma- 
laysia’s oil giant, Petronas, deserves some 
credit: although the state uses its profits to 
bail out favoured firms, analysts praise its ef- 
ficiency. But the same cannot be said for Pe- 
tronas’s two big counterparts in the region. 

An audit of Indonesia’s monopoly, Per- 
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SIT an anti-gravity machine? A helicop- 

ter backpack? A new type of energy 
source? One thing is certain: whatever it 
turns out to be, Dean Kamen's mysterious 
| new invention has proved an extraordi- 
narily efficient generator of hot air. 

Mr Kamen, a 49-year-old American 
scientist, became the talk of the world’s 
| geeks on January 9th when it was reported 
| that a $250,000 contract had been signed 
by the author of a book detailing his new, 
| but still secret, creation. Excerpts from the 
book proposal, published on Inside.com, a 
gossipy website, only heightened the mys- 
tery. Mr Kamen’s invention, codenamed 
“Ginger”, or “rr”, was said to have beende- 
scribed by John Doerr, a venture capitalist 
who has invested in it, as more significant 
than the World Wide Web. Another inves- 
tor, Credit Suisse First Boston, supposedly 
predicted that Ginger would make more 
money in its first year than any product in 
history. Steve Jobs of Apple Computer was 
said to have told Mr Kamen that Ginger 
was as significant a breakthrough as the Pc. 

So far, this all sounds suspiciously like 
the South Sea bubble, the 18th century 
scam in which investors were lured by a 
project whose nature could not be dis- 
closed (because it didn’t exist), Yet Mr Ka- 








tamina, found that it had lost $6.1 billion to 
incompetence and corruption over the two- 
year period from 1996 to 1998. Thailanid’s ptr 
is in better shape, but poor regulation and 
stalled privatisation plans have doneit dam- 
age. With prt and Pertamina in the way, it is 
harder for foreign production-sharing part- 
ners to meet clients’ needs. 

Still, there are grounds for optimism. The 
most important link to watch is the Thai- 
Malaysian pipeline to Songkhla, which the 
Thai side is still debating. When combined 
with existing pipelines, argues Mr Vautrain, 
the Songkhla link would make it possible to 
balance supply and demand for gas all the 
way from Thailand to Sumatra. That would 
be quite an accomplishment for a region 
with so much to argue about. 

Fen VO a Nee SEAE AAIE SESIA EEE A VAE ae ee OEE na 


Biotechnology 


Rites of passage 


N INDUSTRIES, as in families, youngsters 

cancomeoff badly in bargains struck with 
their older siblings, outmanoeuvred into 
taking all the risk with little share in the re- 
ward. This is certainly true of the youthful 
business of biotechnology and its big 
brother, the pharmaceutical industry. Only 
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Much ado about Ginger 


men is no crackpot—he has received 
numerous awards, including Amer- 
ica’s National Medal of Technology, 
and is the inventor of several medical 
innovations, such as a portable dialy- 
sis machine and the rgot, a wheel- 
chair that can climb stairs. These seri- 
ous credentials are now matched by 
big claims. According to the leaked 
proposal, Ginger will cost less than 
$2,000 when it goes on sale next year, 
and will “sweep over the world and 
change lives”. 

So what could it possibly be? Bob 
Metcalfe, a computing guru who claims to 
have seen a prototype, has compared Gin- 
ger to cold fusion, a discredited scheme for 
generating electricity from water, thus fu- 
elling speculation that Ginger is some kind 
of energy source. Other ideas have been 
even more outlandish: a teleportation de- 
vice, perhaps, or an anti-gravity machine. 

On January 12th, Mr Kamen issued a 
statement in which he sought to dampen 
the speculation. “We have a promising 
project,” he declared, “but nothing of the 
earth-shattering nature that people are 
conjuring up.” Meanwhile, it emerged that 
Mr Kamen and others applied for a patent 
in December on a two-wheeled “personal 











mobility device” that resembles a scooter. 
Mr Kamen is also known to have done re- 
search into a novel kind of engine that 
might power such a device. : 

The likelihood that he is developing a. 
fancy scooter will no doubt disappoint _ 
many people. But what is most extraordi- 
nary about the affair is how widespread 
the desire (at least in the media) seems to be 
for the Next Big Thing. Tellingly, none of the 
suggestions about what Ginger might be 
have centred on innovations in computing 
or the Internet. The notion that mere com- 
puter hardware and software can change 
the world has, it seems, already fallen from 
grace. 














three years ago, when in- 
vestors were lavishing at- N 
tention on Internet compa- 
nies and neglecting the 
biotech sector, fledgling 
biotech firms were signing 
away their rights to turn 
bright ideas into real pro- 
ducts to bigger, more prof- 
itable drug makers. In ex- 
change, they got a meagre 
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analyst at Lehman 
Brothers, CuraGen has 
created a powerful tech- 
s nology platform that in ef- 
fect industrialises these 
processes, and has already - 
filed hundreds of patents. ` 
What it lacks are the skills tọ. < 
turn its data into certain 
kinds of drugs—which is 
where Bayer comes in. The 
two firms hope to turn 80 












related payments and the 
promise of royalties. 

Now, however, a change of fortune on 
Wall Street and the emergence of new drug- 
making technologies are starting to put some 
biotech firms on an equal footing, if not giv- 
ing them the upper hand, in deals with the 
pharmaceutical giants. A case in point is the 
alliance announced this week between 
Bayer, a German drug company, and Cura- 
Gen, a small American biotech firm. The two 
have agreed to invest up to $1.3 billion jointly 
over the next 15 years in developing drugs for 
obesity and diabetes. 

CuraGen is one of a growing number of 
companies specialising in ways to translate 
the wealth of information in the newly se- 
quenced human genome into “targets” that 
drug makers can use to develop medicines. 
According to Joseph Dougherty, a biotech 





genetic targets, identified 
by CuraGen, into a dozen potential drugs, 
faster and with fewer side-effects. 

Like most of its pharmaceutical peers, 
Bayer has signed plenty of deals with biotech 
firms before. This alliance is different, how- 
ever, as it gives CuraGen a 44% stake in the ` 
products that might emerge, in proportion to : 
its investment in research and development. 
Jonathan Rothberg, CuraGen’s boss, argues < 
that the deal gives his company the best of `; 
both worlds, off-loading the risk of early 
drug development toa partner far more able 
to shoulder it, while retaining a fair share of 
the rewards of subsequent clinical develop- 
ment and commercialisation. 

One reason why CuraGen and other ge- 
nomics firms can wangle such favourable 
deals is that they can now afford not to sell 
their souls to the drug industry. Despite vo- 
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latility in share prices, biotech firms raised a 
record $31 billion in public and private place- 
ments last year, according to Mark Edwards, 
an industry analyst with Recombinant Cap- 
ital. The industry’s market capitalisation 
soared by 38% in 2000, and some firms have 
plenty of cash reserves. 

Evenas biotech firms are gaining ground, 
pharmaceutical companies are more vul- 
nerable than ever. Shareholders have come 
to expect double-digit profit growth, which 
the industry’s giants are struggling to deliver 
largely by merging with one another. At the 
same time, firms such as AstraZeneca are 
likely to lose billions as their bestselling 
drugs go off patent in the next couple of 
years. Few companies have drug pipelines 
that are packed enough to sustain their pre- 
vious rates of growth. No wonder they are 
turning to biotech firms—especially those 
with the key to genomics—for help. 

Nor are they alone. Deals worth some 
$4.8 billion were signed by biotech firms last 
year (see chart on previous page), many of 
them among themselves. The biggest biotech 
firms, such as Amgen, now have the size and 
profitability of mid-sized pharmaceutical 
companies, and can compete for the atten- 
tions of their smaller brethren. So they too 
are placing bets that genomics will lead the 
way to better drug development. That their 
money is helping to transform partners into 
competitors is one side-effect that genomics 
firms have little urge to prevent. 

m 





OPEC 


Over a barrel 


T ISN'T easy running an oil cartel these 
days. What with forecasts for global de- 
mand so unreliable, supply figures sketchy 
at best and Saddam Hussein so inscrutable, 
how in the world are market manipulators 
to decide exactly how many barrels to crank 
out and how many to keepin the ground? 
That is the puzzle that opEc’s ministers 
faced when they met in Vienna on January 
17th. Over the past two years, theoil price has 
plunged to a whisker over $10 a barrel, then 
soared past $35 a barrel last year. In the days 
before they met, the price for the cartel’s own 
basket of crudes bounced around within the 
informal target range of 
$22-28 a barrel that OPEC 
likes to talk about. As it 
tried to steer prices into 
that range in the face of last 
year’s strong demand, it 
increased production 
quotas four times, by a to- 
tal of over 3.5m barrels a 
day. Yet this week minis- 
ters agreed unanimously 
to cut quotas by 1.5m bar- 
rels a day, or around 5.6% 
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FRANKFURT 


OR many months Robert Hendry, the 

chairman of Adam Opel, General Mo- 
tors’ German subsidiary, had dismissed 
as “speculation” a succession of stories 
saying that his days in office were num- 
bered. On January 17th, the speculation 
ended: Mr Hendry announced that he 
would resign in March. 

Behind both the speculation and the 
fact lie Opel’s continuing awful results. 
On the day that Mr Hendry said he in- 
tended to step down, Opel announced 
that it had made an operating loss of 
DM982m ($463m) last 
year,compared with a loss 
of DM275m the year be- 
fore. Yet when he took up 
the reins in November 
1998, having licked Saab, 
Gm’s Swedish luxury-car 
subsidiary, into shape, Mr 
Hendry said that he ex- 
pected Opel to be back in 
profit by 2000. How could 
his forecast have turned 
out to be so wrong? 

A chief culprit, in the 
short term, has been the 
unexpectedly prolonged 
decline in the German car 
market. Last year, German 
car registrations were down by 11%, com- 
pared with a European average decline of 
2.2%. But Opel’s longer-term problems 
have meant that it fared much worse than 
others. The sorts of cars it has traditionally 
made—mass-market models such as the 
Astra and Vectra—are the ones least in de- 
mand. Its sales in Germany dropped by 
more than 20% in 2000, to 409,000. In- 
creased sales abroad (the Astra, happily, is 
the bestselling car in Latvia) were not 
enough to compensate. 








Opel loses a packet, and another boss 





Hendry goes down 


On top of this, the cost of improving 
the quality of Opel’s cars and buffing up 
its dowdy brand image is weighing on the 
bottom line. Opel is getting into faster- 
growing segments of the market, such as 
small vans, and looking at replacements 
for its older models. This year’s new cars, 
promises Mr Hendry, will include sporty 
vehicles that are fun to drive. But all this 
will take time to bear fruit: and, mean- 
while, Opel has a lot of ground to make up 
on its rivals, notably Volkswagen. 

Who Mr Hendry’s successor will be, 
Opel is not saying—al- 
though the name of Carl- 
Peter Forster, who left the 
board of Bmw last year, 
has been widely touted. 
Both Gm’s management 
and Mr Hendry, an Amer- 
ican who speaks little Ger- 
man, have long been say- 
ing that the next boss 
should be a European. The 
unions, which have failed 
to warm to Mr Hendry’s 
Anglo-American man- 
agement style, want a Ger- 
man at the helm. 

German or not, the 
new boss will face a hard 
task. With the American economy and 
demand for cars both braking sharply, Gm 
would love to see its European arm take 
up the slack. But Europe’s economies are 
slowing too, albeit more gently. Moreover, 
Opel’s recent record inspires little confi- 
dence. Even though, like all departing 
chief executives, Mr Hendry believes that 
he has laid firm foundations, it could take 
years to burnish the firm’s faded brand. 
The wonder is that Mr Hendry ever 
thought he could repair Opel so quickly. 








of their present level, from February 1st. 
Why cut now? After all, inventory levels 
remain low in most parts of the world. The 
big consuming countries, such as the United 
States and members of the European Union, 
have been clamouring for 
no cuts. Bill Richardson, 
America’s outgoing energy 
secretary, personally lob- 
bied several opec members 
before the meeting to hold 
off. “Our concern is a spike 
in oil prices and a poten- 
tially recessionary effect,” 
he said. Besides, prices are 
now within the cartel’s tar- 
get band. 
The 


real reason for 


opec’s about-turn is the memory of Jakarta. 
When ministers met in Indonesia three years 
ago, they agreed to raise output just as the 
Asian economic slump was beginning— 
which promptly led toa price collapse. Keen 
to avoid a repeat, they have become hyper- 
sensitive to any sign of softening demand. 
And when the cartel’s worthies met this 
week, they found plenty to worry about. 
There are strong signs that America’s econ- 
omy is slowing down, and possibly even 
heading toward recession. Another factor is 
seasonal: at the end of the northern hemi- 
sphere’s winter there is often a big drop in oil 
consumption. Yet another reason to pare 
production was the present mismatch be- 
tween production and consumption: the in- 
creases in output agreed last year have left 
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production outpacing consumption by a 
significant amount. 

So prices will remain within that com- 
fortable $22-28 band, will they? Don’t count 
on it. opec has a feeble record in dictating 
prices to the market. For one thing, its ill-dis- 
ciplined members might not adhere to the 
accords, if history is any guide. For another, 
the global economy may prove even trickier 
to predict than the oil market in coming 
months. And then, of course, Saddam Hus- 
sein remains an imponderable: he has been 
turning his taps on and off willy-nilly as he 
wrangles with the United Nations to get 
sanctions lifted. The irascible tyrant could 
well have his opec brethren, and the rest of 
the world, over a barrel. 





Antitrust in Asia 


Regulation 
speed 


HONG KONG 


OME years ago, two senior directors of 

Hutchison Whampoa, Hong Kong’s big- 
gest conglomerate, were negotiating with 
another company. Hoping to help his boss 
out, the junior of the two scribbled down a 
suggestion. Why not, said the note, remind 
them of Hong Kong’s open markets? The se- 
nior director glanced at the message, jotted 
down a reply and passed it back. “Bullshit,” 
he had added; “Hong Kong was built on car- 
tels, and don’t ever forget it.” 

What is most striking about this anec- 
dote—as recalled by the younger director—is 
that almost every businessman in Asia has 
one like it. Indeed, that Asia’s consumers suf- 
fer from producers who abuse their market 
power has long been known. This makes it 
all the more regrettable that Asian govern- 
ments are only now starting to fight back on 
their consumers’ behalf. 

Japan’s antitrust watchdog, which has 
traditionally been staffed by ministries that 
were in turn beholden to the industries that 
they regulated, is now investigating the 
country’s telecoms giant, NTT, in the biggest 
case in its history. South Korea’s trustbuster, 
after nearly two decades of quiescence, re- 
cently fined two of the country’s biggest in- 
dustrial groups, Posco and Samsung, for 
anti-competitive practices. Indonesia 
passed its first competition law in 1999 and 
has since established a watchdog to enforce 
it. And Malaysia, which does not yet have 
competition laws, is now drafting them— 
though, according to one official, they may 
take as long as five years to pass. 

Despite this burst of activity, most Asian 
governments still give a low priority to anti- 
trust. Hong Kong and Singapore, the region’s 
two most developed markets outside Japan, 
still do not have a law against cartels. This is 
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in contrast to Europe and 
America: all ozcp member 
countries have formal anti- 
trust authorities, and big 
mergers often hinge on their 
green light. The merger of 
AoL and Time Warner, for 
instance, was long delayed 
waiting for America’s Fed- 
eral Trade Commission and 
Federal Communications 
Commission toclear it. A re- 
cent British decision that In- 
terbrew should sell the Brit- 
ish brewing assets it bought 
last year knocked 25% off the 
Belgian firm’s market value. 

In Asia, the temptation 
for producers to play foul 
may be even greater than in 
Europe or America, because 
economic power tends to be 
concentrated in fewer 
hands. In South-East Asia, 
for instance, most business 
is still controlled by a small 
number of ethnic-Chinese 
tycoons, who cultivate close 
ties to local governments 
and to each other. In South 
Korea, despite a recent 
breath of entrepreneurial fresh air, giant 
family-owned conglomerates, or chaebol, 
still dominate the domestic market. 

Nor does Asia have consumer lobbies to 
match those in western countries, although 
a middle class of wiser and more demanding 
shoppers is starting to appear, especially in 
more developed markets. In Hong Kong, for 
instance, a consumer council (financed 
mostly by the government) tries to keep an 
eye on suspicious industries, ranging from 
textbooks to chickens. Its pressure may have 
swayed Hong Kong’s banks to phase out 
fixed interest rates on deposits, and stock- 
brokers to end their cartel in commissions. 

But consumer lobbies not backed by law 
and force are ultimately impotent. Most car- 
tels are exposed by whistleblowers—insid- 
ers who inform the authorities—and these 





Built on cartels, they say 


tend not to risk coming forward if no law is 
being broken. Hong Kong’s consumer coun- 
cil has received information on cartels in 
three industries (which it prefers not to 
name), but it has no mandate to investigate. 
It may not be enough for governments to 
attack cartels one industry at a time. Hong 
Kong recently passed two industry-specific 
ordinances, one for telecoms and one for 
broadcasting. Almost immediately, the 
newly empowered telecoms ombudsman 
blew the whistle on a simultaneous price in- 
crease by mobile-phone operators. But such 
a sectoral approach would fall short when 
abuse occurs across industries. In Asia, 
where the biggest companies are not focused 
on one industry but sprawl across many, 
only comprehensive competition laws are 
likely todo the trick. 





Beer makers 


The big pitcher 


NEW YORK 


Brewers are trying to shed their local heritage to become global marketers 


66 f LOBAL” isa buzzword in mostindus- 

tries, and beer is no exception. 
Dutch-based Heineken, the world’s second- 
biggest brewer, boasts that its eponymous 
brew, drunk in more than 170 countries, is 
the most international beer brand in the 
world. Belgium’s Interbrew calls itself “the 
world’s local brewer”. And everybody has 


heard of, if not gulped, the watery fizz 
known as Budweiser, made by America’s 
Anheuser-Busch, the world’s biggest brewer. 

Given the number of international 
mergers recently, brewing certainly ought to 
be global. The past two years have seen some 
$13 billion worth of deals, the most active 
period of consolidation in the industry’s his- 
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tory, according to Deutsche Bank. Asa result, 
consumer groups and politicians have be- 
come concerned about the growing power of 
brewers. For instance, an attempt by Inter- 
brew to buy the brewing assets of Britain’s 
Bass was recently blocked by the Compe- 
tition Commission on the grounds that it 
would create a duopoly with Scottish & 
Newcastle. 

It is sobering to learn, then, that beer is 
one of the least global consumer goods of all. 
Nine out of every ten cans of Budweiser are 
still drunk in America; some 61% of Heine- 
ken’s and 68% of Carlsberg’s are drunk in the 
European Union, according to Frank Walters 
of Impact Databank, a consultancy. Nor is 
beer all that strongly branded. Only two 
beers figure in Interbrand’s 75 top global 
brands—Budweiser and Heineken—and 
they are well behind such names as Coca- 
Cola, McDonald’s and Marlboro. 

The industry also remains fragmented. 
Budweiser, the biggest brand of all, has only 
3.6% of the 1.3 billion-hectolitre world beer 
market (see table), and the top 20 combined 
have barely more than a quarter. Some of 
this is down to history. Beer has been around 
a lot longer than colas, burgers or cigarettes. 
The man in the street tends to be deeply at- 
tached to his favourite pint, making beer an 
industry in which small local brands can 
continue to prosper. Everards, a small Eng- 
lish family-owned brewery, does nice busi- 
ness with such special tipples as EBL, brewed 
for the Queen Mother’s 100th birthday and 
named after the initials of her maiden name. 

It is also uneconomic to transport large 
quantities of beer far when it is often heavily 
taxed across borders. And building a local 
infrastructure, including a brewery and dis- 
tribution network, requires huge amounts of 
capital. Yet most beer tastes remarkably sim- 
ilar, so it is hard to charge a premium for it. 


“Ninety-five per cent of beer is pilsner,” says 
John Wakely, a brewing analyst at Lehman 
Brothers. “When Budweiser goes up against 
Tsingtao in China, what is the difference ex- 
cept price?” 

Local regulations also hold back firms 
with global ambitions. The brewing business 
might not enjoy the strategic importance of 
national airlines or car companies, but it is 
still important in many governments’ eyes— 
just think of Germany’s Reinheitsgebot (pu- 
rity regulations), which until recently dis- 
criminated against beers that were not 
brewed to fiddly German specifications. 
Such rules have made it difficult for brewers 
from different countries to invade each 
other’s turf. 

Instead, they have concentrated on do- 
mestic mergers. With the exceptions of Ger- 
many and China, every big national beer 
market is now dominated by at most three 
domestic brewers. The most international 
brands tend tocome from countries with rel- 
atively small home markets. “We simply had 
to go international early on to grow,” says 
Karel Vuursteen, Heineken’s boss. 

Small home markets are not the only 
problem. Beer is a mature, slow-growing 
business. Mr Walters forecasts annual 
growth of only 1.5-2% in world beer volumes 
between now and 2005—a quarter of the 
growth rate expected for soft drinks. This ex- 
pansion is unlikely to satisfy shareholders; 
they are putting pressure on brewers to grow 
by raising their market share. 

Most firms are likely to prefer the speed 
of acquisitions to slow organic growth. Now 
that national consolidation has largely run 
its course, brewers have no choice but to at- 
tempt trickier cross-border deals. Heineken 
would like to pick up Bass, which owns Car- 
ling lager, though it may face stiff compe- 
tition from Carlsberg and others. Heineken is 





Nice brew, shame about the marketing 
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Victory for Busch — 
Top ten global beer brands, 1999 
Market 
Brand Brewer share, % 
1 Budweiser Anheuser-Busch 3.6 
2 Bud Light Anheuser-Busch 2.6 
3 Asahi Super Dry Asahi Breweries “1.8 
4 Skol “Ambey A NE e 
5 Corona Extra Grupo Modelo NAT, 
6 Heineken “Heineken Tae es. 
7 Brahma Chopp -Ambev i FERS 
8 Miller Lite Miller Brewing 14 


(Philip Morris) , 
Coors Brewing 1.4 
Cerveceria Polar 14 


9 Coors Light 
10 Polar 


Source: Impact Databank 














also tipped to take a controlling stake in Kai- 
ser, Brazil's second-biggest brewer, which it 
might merge with Argentina’s Quilmes. 
Meanwhile, Interbrew is likely to shake off 
its Bass hangover with a new deal, perhaps 
buying Grolsch of the Netherlands or in- 
creasing its stake in Mexico’s FEMSA. Longer 
term, Philip Morris might sell its Miller 
brand; Diageo, owner of Guinness stout, is 
rumoured to be interested in Foster's lager. 

How wise are such forays? Most cross- 
border ventures so far have been disasters, 
reflecting the parochial nature of beer firms. 
Buyers have generally failed to pull off the 
trick of pushing their own premium brands 
through newly acquired distribution net- 
works while continuing to nurture their ac- 
quisition’s local brews. As a result, they have 
tended to squander drinkers’ loyalty. 

The missing ingredient seems to have 
been marketing. “There is a strong produc- 
tion and distribution tradition in the beer in- 
dustry, less a marketing tradition,” says 
Heineken’s Mr Vuursteen. However, he 
thinks the future will be different: “The 
world’s population is becoming more inter- 
national. Young adults in Munich are the 
same as in Stockholm and Shanghai. They 
are looking for common symbols with 
which to identify.” And there is evidence 
that tastes in beer are converging. In Britain, 
clever marketing has created demand for 
bland but refreshing lagers over the wide va- 
riety of tastier ales. 

Could the biggest brewers go further and 
turn into marketing powerhouses that grad- 
ually unburden themselves of their costly 
production and distribution infrastruc- 
ture—a model that Coca-Cola has pio- 
neered with its separate bottling organisa- 
tion? Not easily, if past attempts are any 
guide. Boston Beer Company, famous for its 
Sam Adams brand, for years made much of 
its status as a company that subcontracted 
production. But that model has proved un- 
workable, and the firm recently reopened its 
own brewery. It would seem that the indus- 
try is not quite ready to call time on its tradi- 
tions. 
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N THE first few weeks after he was 

anointed as the new president and chief 
executive of ABB last October, Jorgen Center- 
man set himself a bracing pace. Before taking 
up his job on January 1st, he met each of the 
company’s top 100 managers. Over three- 
hour-long sessions, he asked them to brief 
him on their businesses and to discuss where 
the electrical and engineering giant should go 
next. He sent outa questionnaire to solicit fur- 
ther opinions. It was methodical research, 
typical of aman who determinedly became a 
wine expert after being embarrassed by his 
youthful ignorance when entertaining 
French customers. 

Armed with this information, Mr Center- 
man moved quickly. On January uth, he an- 
nounced a striking departure from the regime 
of Göran Lindahl, his predecessor. He in- 
creased the membership of the executive 
board from seven to 11, bringing in his own allies and demoting 
two of Mr Lindahl’s lieutenants. He scrapped Mr Lindahl’s group 
structure, replacing four industrial divisions with four new cus- 
tomer segments, two product-based divisions and a new arm to 
manage “corporate transformation”. To cap it all, he said ABB 
would henceforth aim to become a “knowledge-based” company 
(did it preach ignorance before?) that uses the Internet to respond 
more quickly to customers’ needs. 

This was bold stuff. ABB is an industrial giant with 160,000 em- 
ployees and a presence in more than 100 countries. Such corporate 
supertankers rarely possess the nimbleness said to be needed for 
the Internet age. Further, against today’s background of collapsing 
dot.coms and cratering valuations for Internet ventures, Mr Cen- 
terman’s change of course might jangle investors’ nerves. 

The new strategy is all the bolder because ABs is only halfway 
through a transformation attempted by the mild-mannered Mr 
Lindahl. But Mr Centerman insists he is no thoughtless revolu- 
tionary. An ABB man to his core, he is in no doubt about his chosen 
course. “It is the latest evolution for ass. There is no hesitancy in 
the group about our overall direction,” he claims. 

He had better be right. ABB is much-admired and much-stud- 
ied, thanks mainly to the prowess of Percy Barnevik, a Swede who 
ran the group for 16 years and who re- 








A great leap, preferably forward 


Jorgen Centerman, the new boss of ABB, has moved quickly and ruthlessly to stamp his mark. 
But is his vision of an Internet-based future correct? 


vestors who have watched ass’s shares 
stumble amid uncertainty about its ability 
to increase its profits (see chart). 

Mr Centerman’s vision rests on the idea 
of “collaborative commerce” between sup- 
pliers, manufacturers and customers. At 
present, large firms such as ags have broad 
portfolios of products that are marketed to 
thousands of customers in many different 
ways. This tends to limit efforts to make pro- 
cesses more efficient. Typically, companies 
have focused on making research and de- 
velopment work more closely with their 
own engineers and sales teams and with 
suppliers, but not with customers. 

Mr Centerman thinks all that is chang- 
ing, thanks to new ways of interacting with 
customers, particularly via the Internet. By 
rejigging its approach to focus on customers, 
he thinks ass can deliver genuine efficien- 
cies. Ideally, its businesses will operate in a seamless way, with in- 
formation always trickling to where it can be useful and knowl- 
edge quickly being shared across the group. Mr Centerman calls 
the goal “highly flexible mass customisation” for four groups of 
customers: in process industries, in manufacturing and consumer 


’ industries, in utilities, and in oil, gas and petrochemicals. 


A permanent revolution? 


To get to this goal, ABB faces two challenges. First, to create flexible 
links with customers, using both the Internet and traditional 
channels. Second, to ensure that its internal information-technol- 
ogy systems are sufficiently coherent to deliver the intended re- 
sults. This explains Mr Centerman’s creation of the division 
responsible for corporate transformation, as well as a division to 
oversee internal processes. 

Despite the impending revolution, much about ass will not 
change. An important part of Mr Barnevik’s legacy was a 500- 
strong group of like-minded international managers with broad 
experience and operational independence. There are no plans to 
tinker with this resource. Indeed, Mr Centerman himself is typical 
of the breed. He began his career with Asea in 1976, and spent a 
year working for another company in the mid-1980s before rejoin- 
ing and rising swiftly up the ranks in the 





mains its chairman. Mr Barnevik com- | A rockier ride 
bined a no-nonsense approach with a | ABB's share price, SFr 
willingness to innovate and to take risks, spouted pest J 


notably the decisions to merge Sweden’s i 





process-automation division. He has 
250! worked in five different countries, includ- 
ing a stint in America that involved 200 
travelling days each year. 





Asea with Brown Boveri of Switzerland in 
1987, and to expand globally during the 
1990s even while trying to keep a cohesive = TT tae ay 
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that legacy after he became chief execu- ! 


As chief executive, he will continue to 
travel, taking his message around the 
world. The question is whether his col- 
leagues will listen. Mr Centerman divides 
managers into two groups: those who re- 





tive in 1997. 
By contrast, and with Mr Barnevik’s 





act to new ideas by saying “Yes, but...” 
and those who respond “Why not?” 





blessing, Mr Centerman has made an ag- 
gressive jump into new territory. By push- 
ing ABB now he hopes to create an advan- 
tage in the coming years as competitors 
struggle to catch up. That would please in- 
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Clearly in the second camp, he says there 

should be tangible results from his revo- 

3 lution within a couple of years. Unless, of 

98 99 2000 01 course, the “Yes, but” camp proves to be 





better-manned than he bargained for. 
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GROWING UP WITH 
E-BUSINESS. 


generation © business 


It started with e-mails. Then websites. Then people began selling books and airline tickets over the 
internet. Until its potential became clearer. And companies started using e-business to run their 
customer relationship programs, their supply chains and all manner of internal processes. Sure 
some start-ups had crazy ideas about rewriting the laws of economics, but now things are settling 
down. Today IBM is helping a whole generation of people use e-business to boost sales, increase 
customer loyalty and lower costs. And with over 20 thousand e-business engagements under 
our belt, we're ready to help your business grow. To find out how IBM and its unique portfolio of 
servers, software and business consulting can help you and your business become a generation 
e-business, go to www.ibm.com/au/generation-e-business 


N Reat 


Ry 
names are trademarks of International Business Machines Corporation. © Copyngh® Ten. 

















FINANCE AND ECONOMICS 


Stronger foundations 


New proposals for regulating banks are both a step in the right direction and 
evidence of how hard it is to monitor the riskiness of the banking system 


MERICA’S banks have spent this week 
announcing disappointing results, 
thanks in part to losses from loans that have 
gone sour. The start of a downturn in the 
credit cycle is an interesting moment to ask 
whether banks have enough capital in re- 
serve to cope with their bad-loan pro- 
blems—which, in a roundabout way, is what 
the Basle committee on banking supervision 
did on January 16th, when it unveiled pro- 
posals for new capital-adequacy standards 
for internationally active banks. Reading be- 
tween the lines, the answer is not completely 
reassuring. 

The Basle committee proposes to trans- 
form the capital requirements that were in- 
troduced in 1988, when regulators from Gio 
countries agreed that banks were woefully 
under-capitalised: a conclusion duly con- 
firmed by banking crises in America, Europe 
and Japan. The regulators aimed to force 
banks to hold adequate capital, yet their no- 
tion of adequacy was simplistic. It assumed 
that the ratio of a bank’s capital to its loans 
would reveal whether its capital was suffi- 
cient. Though the original 1988 Basle stan- 
dards were a step towards risk-based capital, 
with riskier loans requiring more capital to 
be set in reserve, the definition of risk bore 
too crude a relation to the actual riskiness of 
banks’ assets. 

Basle required banks to hold capital 


equal to at least 8% of their risk-weighted 


loans to the non-bank private sector. 
Government debt from orcp countries 
required no capital, because these sup- 
posedly bore no credit risk. Non-orcp 
sovereign debt had some capital require- 
ments, but fewer than for any private-sec- 
tor loans. Loans between banks also en- 
tailed modest capital requirements. 

The assumption, crudely, was that a 
bank with less than 8% in capital reserves 
was under-capitalised, and one with more 
than 8% probably had capital to spare. Now- 
adays, nobody thinks about bank sound- 
ness in such a simple manner. With the use 
of derivatives, a bank with an 8% ratio of 
capital to loans can get rid of credit risk (ie, 
the risk that a borrower will stop repaying 
the interest or the principal of a loan), and 
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thusend up with capital to spare. Or it might 
increase its exposure to credit, and thus have 
not enough. Likewise, a bank might reduce 
the loans it has on its balance sheet by secur- 
itising them. Yet potentially the bank may 
still be exposed to much of those loans 
credit risk. 

Securitisation and the more active man- 
agement of loans are clearly in fashion. 
Banks used to make loans and keep these on 


their books until they were repaid. Or, if . 
things went wrong, the loans were written 
off. Now, banks increasingly look to pass on 
the credit risk of the loans they originate, pre- 
ferring to book only the loan-origination 
fees. In theory, this should shift much of the 
credit risk of loans away from banks and on 
to investors in securitised loans. In reality, 
things are not so simple. Depending on how 
loans are securitised, much of the credit risk 
may remain with the originating bank, and - 
to an extent that can be fiendishly hard for 
anyone, regulators included, to discover. 
Well-run banks do not need regulators 
to tell them to keep capital in reserve against 
credit risk: prudence in the long run plumps 
their profits. Those big banks leading the 
charge to securitisation have developed risk- 
management systems with the sophistica- 
tion, they hope, to tell them how much capi- 
tal to set aside. This has made it glaringly © 
clear both to these banks and to their regula- 
tors that the regulatory capital demanded of 
a bank often bears scant relation to what a 
prudent bank manager would choose to 
hold in reserve. 
Regulators have also seen how the exist- 

ing Basle rules created perverse incentives 
that encouraged excessive risk-taking by 
banks. For instance, Basle’s crude measures. 
of classifying risk meant that banks had to 


~~ put aside less capital against a loan made to 


the governmentofa banana republic than to` 
a blue-chip company like General Electric. . 
Equally, lending to a company with a just- 
less-than-top-notch credit rating required 
no more capital to be set aside than a loan to 
anear-junk-status firm. 


Pillars of the community 


In June 1999 the Basle committee issued pro- 
posals for capital requirements that re- 
flected the true credit risk of loans. These 
were sound on principle, but weak on 
detail. Since then, regulators and banks ; 

have devoted much energy to fleshingout 

the details. The resulting heap of docu- © 
ments released on January 16th was 
weighty indeed. A final round of consulta- 
tion will end in May, and the new rules will 

take effect by 2004. 

There are to be three pillars: a minimum 
capital requirement, regulatory supervision 
and disclosure. Banks will be able to choose 
among different methods of measuring 
credit risk. At one extreme is a much-im- 
proved version of the existing approach. 
There are many more categories of risk, 
which allow for the possibility, for instance, 
that a loan to a company from a developing 
country is less risky than a loan to that coun- 
try’s government. Certain approved banks 
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will be able to use their own, sophisticated 
credit-rating systems, which attribute to 
each loan a default risk based on historic 
data. There are detailed new rules on how to 
assess the riskiness of securitisation, and on 
how much the risk attached to a loan is re- 
duced when it is backed by collateral. There 
isa powerful incentive, namely lower capital 
requirements, to use internal ratings sys- 
tems, though some banks complain that the 
carrot is not as big as it could be. Regulators 
remain wary about seemingly sophisticated 
risk-modelling. They intend to monitor 
models’ performance before relying too 
heavily upon them. 

Similar, unspoken worries may lie be- 
hind a new requirement to set aside capital 
against “operational risk”, such as the pos- 
sibility of losses because of computer failure, 
poor documentation or fraud. Some big 
banks reckon this will simply allow regula- 
tors to impose unjustified capital require- 
ments should the use of internal credit-rat- 
ing models mean too sharp a reduction in 
the capital at a particular bank or, indeed, a 
reduction in the banking system as a whole. 

In the end, though, the fate of the new 
Basle rules will depend on how they are im- 
plemented. American and British regulators 
are likely to be vigorous enforcers, while Ja- 
pan and Germany, as well as plenty of less- 
developed countries, will lag behind. Cer- 
tainly, the new proposals leave national reg- 
ulators plenty of room to wiggle. Even the 
best regulators can be seduced by those over 
whom they are supposed to watch. 

So the third pillar of the new proposals 
may well be crucial: market discipline 
through disclosure. This is supposed to in- 
clude details of how a bank’s internal ratings 
system is working. If they live up to the Basle 
committee’s claims, disclosure rules should 
allow investors to throw their weight behind 
regulatory efforts to keep banks safe and 
sound. The information now available to in- 
vestors tells them little that is useful about 
the riskiness of a bank’s lending. The burden 
lies with regulators, and with rating agencies 
such as Moody’s Investors Service and Stan- 
dard & Poor’s. Given the poor performance 
of both of these in predicting banking crises 
in the past, any sunshine that disinfects 
banks’ inner workings has to be welcome. 

m 





European share trading 


Nothing settled 


AST year the goal of a pan-European equ- 
ity market looked in sight. Stock ex- 
changes from all over the continent had 
agreed mergers. Those left on the sidelines 
were talking intensely with each other. Cru- 
cially, the expensive and fragmented busi- 
ness of clearing and settlement also looked 
as if it was at last going to be rationalised. But 
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ne chap could do this 


the dismal truth today is that most of these 
plans have come to naught. 

Thisis perplexing. Everybody agrees that 
the costs of cross-border share trading in Eu- 
rope need to be brought down to American 
levels, which are one-tenth as high. The 
European Securities Forum, a lobby group of 
Europe’s biggest banks, set out a sensible 
plan to achieve this goal. It saw sense in the 
idea of a pan-European stock exchange. It 
also recognised that most of the costs of 
European trading are incurred in the “back 
office”, in the business of clearing and set- 
tling trades, ensuring that the transfer of 
share ownership happens smoothly. It reck- 
oned that a Europe-wide central counter- 
party (ccp) for clearing equities would save a 
cool €1 billion ($950m) a year. 

A ccr is an intermediary that acts as “a 
seller to all buyers and a buyer to all sellers.” 
By standing in the middle of all trades, it al- 
lows investment banks to “net” purchases 
against sales, slashing the number of trans- 
actions that have to be settled, along with the 
amount of capital that banks need to back 
the business. But unfortunately a European 
ccr has now gone the way of a European 
stock exchange. 

A year ago the picture looked so much 
brighter. Last March the Paris bourse merged 
with its smaller neighbours in Belgium and 
the Netherlands, to form Euronext. The en- 
larged exchange, in turn, made approaches 
to the London Stock Exchange (LsE). These 
were rebuffed by the tse in favour of a 
merger with the Deutsche Borse, a combina- 
tion to be called “iX” that for a while ap- 
peared to have a fighting chance of becom- 





ing the long-predicted European 
stock exchange. The Spanish and Ital- 
ian bourses wanted to join. And 
America’s Nasdaq wished to form an 
alliance with iX to create a giant mar- 
ket for high-growth companies. Yet 
within weeks the Lsr’s smaller share- 
holders were revolting. The deal col- 
lapsed acrimoniously in September, 
even as the LsE faced down a bid from 
Sweden’s om Gruppen, which runs 
the much smaller Stockholm stock 
exchange. 

As all this was going on, Europe’s 
clearing and settlement houses (a 
dozen-plus) also recognised the case 
for consolidation. But since consoli- 
dating meant voting themselves out 
of business, progress was slow. Cedel, 
one of Europe’s two international 
bond-clearing houses, had in 1999 
merged with Deutsche Borse Clear- 
ing, to form Clearstream. The Paris 
bourse’s settlement arm, Sicovam, 
was meant to join this merger, but it 
defected to Cedel’s rival, Euroclear, 
after a quarrel over ownership stakes. 

Early last year the London Clear- 
ing House, which clears transactions 
for the London International Finan- 
cial Futures and Options Exchange (Liffe) 
and some smaller derivatives exchanges, un- 
veiled a merger with Clearnet, which clears 
French futures and equities. When the Lon- 
don Stock Exchange and the Deutsche Borse 
agreed to merge, they said they would set up 
a ccp for equities. A nationalist spat then 
erupted over who should run it: the London 
Clearing House, which is independent, or 
Eurex Clearing, half-owned by Deutsche 
Borse. This scuppered the London Clearing 
House’s merger with Clearnet. Instead, it 
opened talks with Eurex Clearing. 

At the time of the iX deal both Clear- 
stream and Crest, the British paperless settle- 
ment monopoly, agreed to slash the cost of 
cross-border deals between them by nine- 
tenths. But this, too, has been abandoned. 
Clearstream generates huge revenues for 
Deutsche Börse and forms an important part 
of the bourse’s forthcoming flotation. 

In the background, the European Securi- 
ties Forum tried to persuade the London 
Clearing House, Clearnet and Eurex Clearing 
to form a single European ccr. After this ran 
aground in October, the forum said it would 
build a cce? by itself—a wild idea. The forum 
is a tiny operation run out of borrowed of- 
fices by Pen Kent, a former director of the 
Bank of England. A cce would have re- 
quired immense amounts of capital that the 
forum lacked, as well as deep technical ex- 
pertise. Besides, Europe needs less capital 
devoted to clearing, not more. Within two 
months, Mr Kent had abandoned this plan; 
he is now, once again, trying to persuade the 
three existing clearers to merge. 

But the decisions by both Euronext and 
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Deutsche Borse to seek flotations in the next 
few months make this unlikely. In the short 
term, they cannot engage in any serious dis- 
cussions without disclosing them in their re- 
spective flotation prospectuses. In the longer 
run, the offerings reinforce the national inte- 
gration of trading, clearing and settlement. 
Besides, those members of the securities fo- 
rum that argue for pan-European trading, 
such as Goldman Sachs, Deutsche Bank and 
ABN Amro, are taking the exchanges’ shilling 
to advise on their flotations. 
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Asian bonds 


Safe harbour? 


SINGAPORE 


MONG the well-disguised blessings that 
financial disaster supposedly brought 
to Asia were bigger and better bond markets. 
The governments of South Korea, Malaysia 
and Thailand, three of the countries worst 
hit by the financial collapse of 1997-98, all 
borrowed heavily to pay for bank bail-outs. 
The result, it was hoped, would be deeper, 
more liquid financial markets, which would 
provide a home for the region’s savings, as 
well as a new source of capital for its compa- 
nies. This year growth prospects are fading, 
in line with the expected slowdown in 
America. So one might hope that those new 
markets will come into their own, as inves- 
tors look for shelter. Certainly, some regional 
economists are touting the virtues of bonds. 
But many investors remain wary. 

For this, blame politics as much as eco- 
nomics. In both respects, the bad news con- 
tinues to accumulate. Exports, which have 
powered much of the recovery over the past 
two years, are slowing sharply, as the world 
economy splutters. Outside China, domestic 
demand shows few signs of picking up the 
slack. In one or two countries, analysts are 
even beginning to mutter the “R” word: al- 
though they are still expected to achieve de- 
cent year-on-year growth, South Korea and 
Taiwan may even suffer a consecutive two- 
quarter decline in GDP. 

It isin precisely this kind of gloomy envi- 
ronment that bonds might be expected to 
flourish. As growth tapers off, inflationary 
pressures stop building, making credit-wor- 
thy bonds look more attractive. In America, 
for example, there has been a sharp rally in 
bond prices. But in most of Asia, such a rally 
has yet tooccur. 

South Korea is an exception. There, in- 
vestors have snapped up both government 
bonds and those issued by government- 
backed outfits, such as the Korean Develop- 
ment Bank. Rising bond prices have brought 
yields down by three percentage points over 
the past few months. Some regional econo- 
mists, such as Bernhard Eschweiler, at J.P. 
Morgan in Singapore, believe that the same 
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economic trends should boost bonds in 
other countries, such as Singapore and Thai- 
land, where yields remain high. Mr Esch- 
weiler especially likes Thai bonds. He argues 
that, as Thai consumers grow cautious, they 
will spend less and save more with the 
banks, which will be driven to invest their 
deposits in the bond markets. 

In a report issued earlier this month, 
Deutsche Bank also praised the merits of 
Asian bonds. It argued that a slowdown 
would dolittle damage to the credit standing 
of many of the region’s governments. That is 
not so true, however, of countries where po- 
litical worries dominate the equation. In the 
Philippines, the messy impeachment trial of 
the president (see page 28) has driven the 
peso to record lows. 

The list of politically troubled countries 
is now long. All but the most stalwart inves- 
tors have already fled Indonesia. And in 
Thailand, Thaksin Shinawatra, the incoming 
prime minister, has promised a raft of new 
programmes to help farmers and to deal 
with corporate debt. Since the governmentis 
already heavily indebted, many analysts ex- 
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pect his promises to prompt credit-rating 
agencies to downgrade Thailand, pushing 
bond prices down. 

In Malaysia, the credit risks are not quite 
so alarming. But foreigners still face mild re- 
strictions on their ability to invest in the 
country. Many economists also believe that 
the government, which has kept the coun- 
try’s currency, the ringgit, pegged to the dol- 
lar since August 1998, might devalue at some 
point next year. For investors in long-term 
bonds, that is certainly soon enough to 
worry about. 

Meanwhile, in South Korea, which has a 
solid credit rating, renewed efforts to bail out 
the chaebol, family-controlled conglomer- 
ates, should help to keep government-bond 
yields higher than they might be. Even there, 
much of the effort put into developing those 
new bond markets is thwarted by the re- 
gion’s formidable political problems. 
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The World Bank 


A quiet, Stern 
voice 


WASHINGTON, DC 


ICK STERN is no Joe Stiglitz—but that 

may be no bad thing. Mr Stern’s man- 
agement style and demeanour are poles 
apart from those of the man he replaced last 
July as chief economist of the World Bank. 
But where Mr Stiglitz’s barnstorming left as 
many sworn enemies as fans, Mr Stern, a 
quiet activist, might more successfully fur- 
ther the interests of developing countries. 

Mr Stiglitz made his name as an aca- 
demic with brilliant theories on the eco- 
nomics of information. He then made his 
name again at the World Bank, by challeng- 
ing the “Washington consensus”, which he 
defined as seeing macroeconomic stability 
and trade liberalisation as ends in them- 
selves. Instead, Mr Stiglitz laid emphasis on 
three by-products, as he saw them, of fa- 
vourable economic conditions: democracy, 
sustainability and equality. In spreading this 
message, Mr Stiglitz stepped on many toes in 
Washington (not least those of the Interna- 
tional Monetary Fund) and abroad. And he 
neglected his administrative duties. He re- 
signed from the World Bank before his first 
term as chief economist had ended. 

Mr Stern’s vision is different. His buzz- 
words are opportunity, empowerment and 
security. These, he argues, will help to reduce 
poverty. They will go some way towards 
achieving Mr Stiglitz’s wished-for outcomes, 
yet democracy, sustainability and equality 
are not preconditions for their attainment. 
Rather, they are possible ends that “empow- 
ered” people might choose. Mr Stern is a fan 
of Amartya Sen, the Nobel-prize-winning 
economist and philosopher who thinks 
about social justice, and is unabashed about 
scolding rich countries for their protection- 
ism, especially in agriculture. He calls protec- 
tionism “a rip-off of the rich consumers, a 
rip-off of rich-country taxpayers, and in- 
tensely damaging to the poor of the world”. 

Far from shrinking from his adminis- 
trative responsibilities, Mr Stern has en- 
larged them, asking for involvement in all of 
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the Bank’s four main areas: strategy, opera- 
tions, research and communications. Mr Sti- 
glitz was mainly interested only in the latter 
two areas. Mr Stern had been chief econo- 
mist at the European Bank for Reconstruc- 
tion and Development, after running an in- 
stitute at the London School of Economics. 

In his first few months, Mr Stern has 
taken his ideas to some of the Bank’s bigger 
clients, including Brazil, Argentina, South 
Africa, India and Indonesia. It is a challenge 
to win the support of these countries, since 
their politicians and non-governmental 
organisations still resent the Bank’s role in re- 
cent years. But in some ways, Mr Stiglitz has 
made his successor’s job easier. Mr Stiglitz’s 
fiery opposition, shared in many poor coun- 
tries, to the “Washington consensus” may 
prove a foil for Mr Stern’s more inclusive ap- 
proach. 

To focus first on the biggest among the 
poor economies was deliberate. Since the 
four dominant powers of America, Canada, 
Europe and Japan (the so-called Quad) 
failed to show leadership at the trade sum- 
mit in Seattle in late 1999, Mr Stern wants to 
see a new group of developing economies 
blaze a trail in multilateral issues. The key 
taskin development, in Mr Stern’s opinion, is 
to open up the Quad’s markets. 

That will not be easy. The Bank’s own re- 
search shows how the Quad’s recent efforts 
to cut some of the steepest tariffs that the 
poorest countries face—tariffs that are close 
to 100% on manufacturing and farm pro- 
ducts—will not necessarily solve the pro- 
blem, since non-tariff barriers can be just as 
harmful. The challenge, says Mr Stern, is a 
political one: to disabuse the rich-world foes 
of liberalisation. Simply, the benefits of trade 
must be patiently explained. 

Under Mr Stern’s leadership, the re- 
search arm of the Bank is laying some of the 
educational groundwork. It has begun, for 
the first time, to calculate the real cost to poor 
countries of tariffs, anti-dumping duties and 
non-tariff barriers in rich markets. Scrapping 
peak tariffs could lead to an increase of $2.5 
billion in exports from “least-developed” 
countries, for instance—hardly enough to 
faze competitors in the Quad, but an 11% im- 
provement for the exporters. Adding in the 
rest of the world, and considering other bar- 
riers such as excessively rigid country-of- 
origin rules (applied mostly to textiles), the 
potential gains could be $100 billion a year. 

Yet some bigger developing countries— 
that is, those that Mr Stern looks to for new 
leadership—are nearly as much at fault as 
the Quad. After all, two-fifths of developing 
countries’ exports are to other poor coun- 
tries, so poor-country protectionism brings 
harm, too. At the moment, for instance, India 
and Mexico are trying to fend off cheap im- 
ports from China. Eventually, Mr Stern will 
have to bring the spirit of inclusiveness to his 
criticisms, too. 

a 
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Equitable Life 


The blame game 


Recriminations continue over the troubles of Equitable Life, the world’s oldest 
life insurer. A first article assesses the blame for the affair; a second looks at 
the troubled outlook for the entire industry 


T THE start of 2000, Equitable Life stood 
at the pinnacle of the British life-insur- 
ance industry. Its clients included not just 
self-employed professionals saving for their 
retirement, but also more than half of Brit- 
ain’s top 100 companies. By the end of the 
year, a succession of body-blows had 
brought Equitable to its knees. The world’s 
oldest mutual life insurer announced that it 
was closing its books to new business, and 
that existing policyholders in its main “with- 
profits” fund should expect lower returns. 

Now come the recriminations, along 
with the predictable clamour for compensa- 
tion. This week Richard Ottaway, the oppo- 
sition Conservative Party’s Treasury spokes- 
man, asked whether the government would 
provide compensation for policyholders 
who acted on the Treasury’s guidance when 
it regulated the industry in 1998. The House 
of Commons Treasury select committee an- 
nounced that it will hold an inquiry into the 
regulatory implications of the Equitable Life 
affair. Its hearings will be trawled for evi- 
dence supporting compensation claims. 

The cause of Equitable’s troubles lay in 
90,000 policies written mainly in the high- 
inflation era of the late 1970s and early 1980s. 
These contracts contained a time-bomb: 
guarantees of the rates at which policyhold- 
ers could turn their share of Equitable’s 
“with-profits” fund into annuities when 
they retired. When the policies were issued, 
these guaranteed annuity rates (GAR) were 
so far below market annuity rates, which are 
linked to long-term interest rates, that they 
seemed worthless. Yet when interest rates 
sank in the late 1990s, they offered annuities 
a quarter higher than market rates. 

From 1994 Equitable 
sought to nullify the value 
and the potential cost of 
these guarantees. That be- 
came the subject of a court 
case that went up to the 
House of Lords. Last July 
five law lords unanimously 
ruled that Equitable’s ear- 
lier pledges must be hon- 
oured in full. Equitable met 
the estimated £1.5 billion 
($2.25 billion) by freezing 
the value of all policies in 
the with-profits fund for 
seven months—in effect, 
taking from those policy- 
holders without guarantees 
to pay for those that had 
them. It putitself up for sale, 


but in December the last potential buyer 
pulled out. Equitable then stopped taking 
new customers and told existing clients that 
future returns would be up to a percentage- 
point lower a year, as it switched from equi- 
ties to lower-return, but less risky, govern- 
ment bonds. 

While fault must lie in the first instance 
with Equitable Life’s directors, the big beasts 
now being stalked in the blame game are the 
regulators—the Department of Trade and 
Industry until 1997, the Treasury in 1998, and 
the Financial Services Authority (rsa) from 
1999. Why did these regulators fail to spot the 
potential exposure of Equitable’s with-pro- 
fits fund to the Gar pledges when they were 
initially written, and why was nothing done 
when these options first went “into the 
money’ in the early 1990s? Why, too, was Eq- 
uitable allowed to present two quite differ- 
ent faces to the world as the problem became 
more serious in the late 1990s? 

The company accounts for 1998 and 
1999, sent to policyholders, showed provi- 
sions for GAR liabilities of just £200m. Last 
spring Equitable told its members that it ex- 
pected the cost of the GAR policies was “un- 
likely to exceed £50m in total over the com- 
ing years”. But the statutory returns 
submitted by Equitable to the regulator 
showed that £1.5 billion had been set aside to 
provide for possible Gar liabilities, half of it 
met through a reinsurance policy. This fol- 
lowed an instruction from the regulators to 
the whole life-insurance industry to reserve 
adequately for possible Gar liabilities. 

Equitable Life explains the disparity by 
saying that the accounts and the returns are 
prepared on a different basis. It argues that 
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Find out now by using the new December 
Worldwide Cost of Living Survey 


To relocate expatriate staff effectively you need realistic price 
comparisons from different locations around the globe. The Economist 
Intelligence Unit’s Worldwide Cost of Living Survey guarantees you 
the most accurate information. 





The comparative cost of living in Paris has plummeted out of the 
top 10 to number 26 on the back of a weak euro. This makes it a more 
cost effective location for international executives. It is still the most 
expensive euro-zone city, but is now on a par with US cities such as 
Miami and Washington. 


The greatest disparity can be found in Asia. While half of the world’s 
ten most expensive cities are Asian, four of the bottom ten are also from 
the region. Tokyo’s cost of living index, the highest in both the region 
and the world, is four times that of Asia’s cheapest, New Delhi. 


The comparative cost of living in the US is rising, as American cities 
leapfrog their European counterparts. San Francisco, ranked 16th, is now 
a more expensive place to live than Vienna, which stands at 35th, while 
Los Angeles, now ranked 20th has overtaken Geneva, which has dropped 
to 22nd. 


Belgrade is now the third most expensive city in the world, breaking 
the recent monopoly of the triumvirate of expensive cities: Tokyo, Osaka 
and Hong Kong. 


A totally independent survey of prices in 129 cities worldwide, the Worldwide Cost of Living 
Survey supplies all the information you need to set fair cost-ofliving allowances for expatriate 
staff wherever they may be based. Order the December survey today to guarantee the most recent 
and up-to-date data on which to base your compensation policies. Now available over the 
Internet at www.store.eiu.com/WCOL. 


Annual subscription (June and December surveys): £395/US$795 per city. 
Single Survey (June or December surveys): £285/US$555 per city. 
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How to order 


UZBEKISTAN 
FERGANA REFINERY MODERNISATION PROJECT 


It’s q big world. PROCUREMENT NOTICE 


The following notice refers to goods and services to be procured through 
tendering for packages for the Fergana Refinery Modernisation Project. Potential 
tenderers desiring additional information on the procurement in question or the 


So I i 1ebody has IKO) run 1t. project in general should contact the Project Management Unit (PMU) at the 


address shown below. 


The National Holding Company “UZBEKNEFTEGAS of the Republic of 
Uzbekistan is undertaking a refinery modernisation project at the Fergana 
Refinery, Uzbekistan. Approximately US$ 1.7 million equivalent of goods and 
services will be procured for the following items: 


For fire trucks 

For fire-fighting equipment 

For communications equipment 

For compressor spare parts 

For Hydrodesulphurisation Unit (HDS) spare parts 
For Vacuum Tower (AVT) spare parts 

Laboratory Equipment 


Tendering for the above goods is expected to begin in the first quarter of 2001. 
Contracts will be open to firms from any country . Interested suppliers should 
contact: 


Andy Perring, Procurement Manager, 
Grøner - Currie & Brown and Stone & Webster Joint Venture, 
Project Management Consultants for UFM Project 
C/O Uzbekneftegas, 21 Yu Akhunbabaey st, 700047 Tashkent, 
Republic of Uzbekistan 


Tel : +998-71-136-24-08 / Fax: +998-71-120-71-01 
Email: andy@curriebr.bec.com.uz 


ANNOUNCING THE NEW TRIUM EMBA — an alliance of 


dnu 


NEW YORK UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENCI 
HEC Paris, GRADUATE BUSINESS SCHOOLI 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
and Hong Kong. Distance learning and team projects 


occur between class sessions. It’s visionary, focused and 
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unique. Kind of like you. 


7 For more information, 


call +33 1 39 67 70 94 in Europe or 


When Traveling Worldwide... 
Look for the Best Movies on TV! 


+1 212 998 0442 in the United States. HRS 


Visit www.triumemba.org or 


HOME BOX OFFICE’ 


e-mail info@triumemba.org. i 5 man, 
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the company accounts employed more re- 
alistic assumptions—based on Equitable’s 
belief in its interpretation of the law— 
whereas the statutory returns required more 
reserves against potential risks. Both Equita- 
ble and its regulators say that the House of 
Lords’ judgment was a surprise that changed 
everything. 

But some say that it is absurd to depict 
the law lords’ judgment as a bolt from the 
blue. “The legal position had not been estab- 
lished, so this was a speculative view of what 
the courts would decide,” says Richard Dale, 
a specialist on financial regulation at South- 
ampton University. He describes the com- 
pany’s legal strategy over the guaranteed an- 
nuities as “very dodgy”. As for the regulators, 
he says “it would be better to have no regula- 
tion than a regulatory framework that al- 
lows this to happen.” Sir Gordon Downey, a 
former regulator who chaired the Personal 
Investment Authority, bought a with-profits 
annuity from Equitable. He says “I wouldn’t 
have bought an annuity if I'd known of the 
existence of this huge contingent liability.” 

A contrary view is that Equitable’s poli- 
cyholders must accept their share of the 
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blame for disregarding the risks of saving 
witha life insurer that ran such slim reserves. 
This allowed higher payouts, but meant 
there was less of a capital buffer should any- 
thing go badly wrong. Equitable Life’s “free- 
asset” ratio, a measure of capital strength, 
was well below the industry average at the 
end of 1999 (see table). 

Equitable hopes to announce an early 
sale of everything bar the with-profits fund, 
including its highly rated sales force. So far, 
relatively few people have quit the with- 
profits fund. But there remains the danger of 
a self-fulfilling downward spiral of confi- 
dence. If the car liabilities swell—which 
will occur if long-term interest rates fall fur- 
ther—the incentive for non-Gar policy- 
holders to bail out of the with-profits fund 
will rise, despite a 10% penalty. 

The action group representing GAR poli- 
cyholders is prepared to reach a deal that 
would cap the liabilities, but this will prove 
hard to achieve in practice. The rsa is itself 
quietly trying to broker a deal. It knows that, 
as long as its difficulties remain unresolved, 
Equitable Life will continue undermining 
confidence in life savings in Britain. 
= 
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British life insurance 


Low life 


HE Equitable Life fiasco is the last thing 

British life insurers need. Nearly all of 
Equitable’s peers are under pressure from 
falling interest rates, new regulation, and 
policyholders demanding more transpa- 
rency. There is worse to come. Ned Cazalet, 
an independent analyst, says that British life 
insurers may have to find £12 billion ($18 bil- 
lion) this year because of tougher rules forc- 
ing them to increase their reserves against 
the risk that policyholders cash in policies 
early. And there are concerns that a choppy 
stockmarket and a shortage of less risky gilts 
(government bonds) to invest in will drive 
down the returns insurers can offer their 
policyholders. 

Until recently, life insurance has been a 
successful industry in Britain. It has become 
less of a provider of cover against death, and 
more a vehicle for saving, especially for re- 
tirement. There are several attractions to this 
market. The population is greying, and the 
government wants many more Britons to 
save privately for their retirement. Stake- 
holder pensions, a scheme backed by the 
government, will be launched this April. 
This should mean more business for life-in- 
surance companies. 

Still, the industry has growing problems, 
some of them self-inflicted. As investors 
have become more sophisticated, life pro- 
ducts have started to lose their appeal. Fee 
structures on policies are often opaque, with 
early years’ contributions mostly going not 
into investments, but to pay commissions. 
Investors are increasingly aware that if they 
“surrender” (ie, cash in) a policy early, ac- 
crued capital gains are not paid out in full, or 
not paid at all. These people would have 
been better off putting their savings in a 
bank, while those (usually better-off) poli- 
cyholders who hang on profit at their ex- 
pense—a dignified Ponzi scheme, as one reg- 
ulator terms it. 

The Equitable Life affair has exposed the 
lack of transparency in “with-profits” poli- 
cies, as well as the difficulty of sustaining 
some guaranteed schemes. And the tax ad- 
vantages that once lured people to take out 
life policies have now gone. Life-insurance 
premium relief was abolished in 1984. The 
tax credit on dividends has also gone for 
pension saving. 

Unsurprisingly, the industry shows 
signs of strain. Over the past few years, many 
mutual insurers have been forced to demu- 
tualise by policyholders eager for the cash 
windfalls that come with sucha transforma- 
tion. Stronger life insurers have been buying 
weaker ones. Even before the problems at 
Equitable Life emerged, some small compa- 
nies, such as Reliance Mutual, had to close 
for new business. 
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Saving through a glass, darkly 





Investment managers offering unit 
trusts (mutual funds) are the main beneficia- 
ries of the industry’s malaise. Unit trusts are 
easier to understand and more flexible than 
life-insurance products. Today about one in 
ten British adults has invested in some form 
of unit trust, a big increase over the past de- 
cade. In the same period, the proportion of 
households with life-insurance policies has 
fallen. 

Will all insurers go the Equitable route? 
Certainly not. Equitable was hit uniquely 
hard by the cost of meeting the guaranteed 
annuity rates because it operated on slim 
capital reserves. Most new life-insurance 
policies are also “unit-linked” (“variable” in 
American): that is, their returns go up and 
down with the market. 

Life insurers are starting to tread on the 
turf of investment managers—a more ag- 
gressive business than old-world life insur- 
ance. Insurers are having to hone their in- 
vestment-management skills if they are to 
compete in this new environment. 

Moreover, size increasingly matters. A 
critical mass will be needed to make running 
the new stakeholder pensions profitable. 
The sales networks and capital of giants like 
Prudential count increasingly against the 
smaller fry. The quest for size is making Brit- 
ish insurers think about the continental 
model of bancassurance, where banks sell 
insurance and other savings products 
through their branches. On January 16th Le- 
gal & General, a large British life insurer, an- 
nounced a partnership to sell policies 
through Barclays, Britain’s fourth-largest 
bank. Though Barclays may now abandon 
the products of its own that it sells, this 
tie-up suggests there may be life yet in this 
beleaguered industry. 
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A weaker yen would probably be in the interest of both Japan and 


America—at least in the short term 


ROM its low point in October, the euro 

has risen by almost 15% against the dol- 
lar, as a gloomier view of America’s pros- 
pects has taken hold. At a meeting of fi- 
nance ministers in Japan last weekend, 
several European policymakers predicted 
that the eurocould soon regain parity with 
the dollar. Why then, even as the euro has 
been bouncing, has the yen been falling 
against the dollar? 

Early this week it hit an 18-month low 
of ¥119.35 to the dollar, before recovering 
slightly. This seems puzzling. Forecasts of 
America’s growth relative to Japan’s have 
been reduced in recent months. Several 
American banks, including Goldman 
| Sachs and Morgan Stanley Dean Witter, 
now expect America’s GDP to contract in 
the first quarter of this year. Moreover, 
while Japan has a big current-account sur- 
plus, America’s deficit continues to widen. 

One explanation for the divergent 
paths of the euro and the yen may be that, 
whereas the euro has until recently been 
undervalued against the dollar by most 
measures, the yen has been overvalued 
relative to its “fair” value, which many 
economists put at around ¥120. Moreover, 
-although America’s economic prospects 
«may look less rosy than they did, investors 

are also fretting that Japan’s recovery (fee- 
ble as it was) is also faltering. Revised fig- 
ures are expected to show that Japan's GDP 
fell in the third quarter of 2000, and stalled 
in the fourth. Share prices have tumbled, 
renewing fears about the fragility of Japa- 
nese banks. 

Worse still, although Japan’s cpr has 
been growing in real terms, on a year-on- 
year basis, ever since the recession of 1998, 
nominal Gor has been shrinking, thanks to 
price deflation. This is a disease more 
deadly than high inflation. Falling prices 
keep real interest rates too high; they make 
consumers delay spending; and they cause 
the real burden of public and corporate 

« debtto swell, 

Public debt has already reached 120% 

of cpr. The future path of that ratio de- 


The only way out? 
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pends on two factors: the size of the prim- 
ary budget deficit (ie, excluding interest 
payments), and the gap between interest 
rates and the growth of nominal cpr. The 
bigger the primary deficit, the higher the 
nominal growth-rate needed simply to 
keep the debt-to-Gpr ratio stable. The grim 
news is that Japan’s primary deficit is a 
horrendous 5% of cpr; in contrast, every 
other big industrial economy currently has 
a primary surplus. Even grimmer: nominal 
GDP growth, being negative, is well below 
the level of interest rates. So long as defla- 
tion continues, Japan’s debt-to-Gpp ratio 
will rise sharply. 


Ayen for action 


Japan urgently needs to rid itself of defla- 
tion and get the economy growing faster. 
But, awkwardly, policymakers are running 
out of tools. The government's huge debt 
limits the scope for further fiscal reflation. 
There is little room to cut interest rates, 
since the Bank of Japan’s overnight call rate 
is only 0.25%. The third popularly pre- 
scribed remedy for Japan’s malaise is 
structural reform. Quite right: but even if 
fully implemented today, the benefits 
would take years tocome through. 

However, the Bank of Japan is not to- 
tally powerless. Its interest-rate tool may 
be severely blunted, but it can still use 
monetary policy to push down the yen 
further, by printing lots of money (or, more 
accurately, by buying government bonds) 
and by buying dollars. Because a central 
bank can in theory print unlimited 
amounts of its own currency, intervention 
to push down an exchange rate is more ef- 
fective than intervention to push it up. 

The Bank of Japan insists that, with in- 
terest rates close to zero, monetary policy is 
already lax. But the relative strength of the 
yen until late 2000 was in fact a symptom 
of an overly tight monetary policy. Ac- 
cording to calculations by Goldman Sachs, 











an index of overall monetary conditions 
that takes into account not only interest 
rates but also the yen’s rise (from ¥147 to the 
dollar in August 1998 to an average of ¥108 
in 2000) shows that Japan experienced a 
sharper monetary tightening than did 
America’s overheating economy. No won- 
der Japan’s recovery looks shaky. 

The Bank of Japan worries that “mone- 
tising” government debt, as many outsid- 
ers are urging, would push up bond yields 
by creating expectations of higher infla- 
tion. But expectations of a bit of inflation— 
as opposed to continuing deflation—are 
just what Japan needs right now. A 
cheaper yen would also boost growth by 
spurring net exports, while combating de- 
flation by pushing up prices. 

Critics worry that a weak yen will 
blunt the incentive for Japanese firms to 
undergo the restructuring that is essential 
for long-term recovery. But in the short 
term, the priority must be to rid the econ- 
omy of deflation. Another objection to a 
cheaper yen is that it might fuel protection- 
ism in America, especially as the economy 
slows down. It would certainly have been 
better if the yen had been weaker when the 
American economy was still booming, Yet, 
at least in the short term, a depreciation of 
the yen could be to the advantage of Amer- 
ica as well as Japan. 

The dollar is likely to continue to slide 
against the euro, but a wider slump in the 
dollar against all currencies would be more 
troublesome. It could make it harder for the 
Federal Reserve to cut interest rates to sup- 
port the American economy. A fall in the 
dollar against the euro, buta rise against the 
yen, is probably a good compromise. In the 
longer term, once (if) Japan’s economy gets 
back on track, America’s bulging current- 
account deficit is likely to drag the dollar 
back down against the yen. 

The Bank of Japan, which proudly 
guards the independence it won in 1998, 
has rejected calls for more radical mone- 
tary easing. Yet it does not deserve to stay 
independent if it fails in the main duty ofa 
central bank: to pursue price stability. That 
means preventing prices not only from ris- 
ing too fast, but also from falling. 
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Microelectronics grows up 


Existing methods of making microelectronic components are essentially 
two-dimensional. But a third dimension will soon be added 


UT through a computer chip and you 

will reveal something that looks like a 
microscopic layer cake. Chips are built up a 
piece ata time by a process called microlith- 
ography. This involves repeatedly deposit- 
ing stuff on the chip’s surface and then etch- 
ing part of it away to leave the transistors and 
other devices that do the actual computing. 
The process is time-consuming and error- 
prone. Even if there is a 99% chance that an 
individual layer will be deposited and 
etched without a mistake, only 90% of ten- 
layer chips will be usable. Add another ten 
layers and the figure drops to 82%. 

On top of this, microengineering’s re- 
quirements are increasing. There is rising de- 
mand for so-called micromechanical de- 
vices, which have moving parts built on to 
the chip. These frequently require undercuts 
and rotating elements that can be hard, or 
even impossible, to make using conven- 
tional microlithography. And pure micro- 
electronics is now gradually giving way to 
optoelectronics, which uses photons (the 
particles of light) as well as electrons to carry 
data. Some optoelectronic processes need 
devices that have significant thickness, as 
well as length and breadth. If these were 
built by conventional methods, they would 
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need hundreds, rather than dozens, of lay- 
ers. That would make the error rate enor- 
mous, and the time involved prohibitive. 

These optoelectronic devices also re- 
quire not just microfabrication (which 
creates components with dimensions mea- 
sured in microns, or millionths of a metre), 
but nanofabrication (where the components 
are nanometres, or billionths of a metre, 
across). The hunt is therefore on for ways to 
build a new generation of “thick” three~di- 
mensional (3p) components in a single step, 
preferably using nanofabrication. Three re- 
search groups, employing three different 
methods, are now on the case. 


One-step wonders 


The most straightforward approach is that of 
Shoji Maruo and Koji Ikuta, at Nagoya Uni- 
versity in Japan. They have taken an existing 
technique called stereolithography, and 
miniaturised it. Stereolithography works by 
steering laser beams through a photosen- 
sitive liquid that solidifies when it is exposed 
to enough light. One way to control this pro- 
cess is to use two beams that, when they 
cross, double the amount of light in a spot, 
and thus cause the liquid to solidify faster. 
When this scanning is complete, the 3p 


structure is released by pouring out the re- 
maining liquid. 

The problem with stereolithography for 
small things is that the liquid tends to solid- 
ify even when it is not at the most intense 
part of the beam. To get round this, Dr Maruo 
and Dr Ikuta picked a material whose moles 
cules solidify only when hit simultaneously 
by two photons from different lasers. 

Using this technique, the two researchers 
have managed to build 3p structures with 
features as small as a wavelength of light (a 
few hundred nanometres). Electronic and 
optical applications are restricted by the 
properties of the material used, but there: 
should be jobs todo in micromechanics. Ata 
microelectromechanical systems confer- 
ence that is taking place at Interlaken, Swit- 
zerland, from January aist-as5th, the re- 
searchers will describe their latest creations, 
which include moving microparts that are 
driven by light. 

At Oxford University, meanwhile, An- 
drew Turberfield and Bob Denning are using 
crossed laser beams to create so-called pho- 
tonic crystals. These are employed to trap 
photons so that they can be exploited efi- 
ciently in, for example, low-power lasers. 
They consist of two interlaced materials that 
have different optical properties--in par-. 
ticular, different refractive indices, a mea- 
sure of how much a substance bends light. 
The boundaries between the materials» 
create reflective surfaces within the crystal. 
These can be used to shepherd photons 
around and keep them under control. Such 
crystals might serve as components of opti- 
cal switches which would, among other. 
things, fulfill the role played by transistorsin. 
conventional electronics. 

In order to make a photonic crystal, 
though, the materials have to be organised 
into structures no more than a wavelengthof 
light apart. And layer upon layer of such 
organisation is required. The technique that 
Dr Turberfield and Dr Denning are using to 
do this has several stages. First, a block of 
material whose chemistry can be altered by 
light is made. Four laser beams are shone into: 
this block from different directions. Where 
the beams overlap, they interfere with one 
another. This is because, in the wacky world 
of quantum physics, light is wavy as well as 
particulate. Where the crests or troughs of © 


the waves of two or more beams coincide; 


bright spots are created; where a crest fallson 
a trough, a dark spot results. 


The material responds to the pattern of 


spots, undergoing chemical changes at the 
bright ones. The block is then bathed ina lig- 
uid that dissolves the chemically altered part 
of the material in a way reminiscent of con- 
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ventional microlithography, while leaving 
the rest intact. If the second material of the 
crystal is intended to be air, that is enough. 
Otherwise, it can be bathed in a liquified 
form of the second material until all of the 
voids created by the laser are filled in. 

A third approach to 3p nanofabrication 
is being pioneered by a collaboration be- 
tween Jun-ichi Fujita at NEc’s Fundamental 
Research Laboratories and Fujio Shimizu of 
the University of Tokyo. In this case, too, in- 
terference patterns are the tool of choice. 
However, it is not waves of light that are 
made to interfere with one another, but 
waves of matter. 

Just as light can be thought of as both 
particles and waves, so can atoms. This 
means that holograms—3p “photographs” 
usually made with light—can, in principle, 
be made with atoms. And making a 3p struc- 
ture at the atomic scale is what nanofabrica- 
tion is about. 

In conventional holography, two beams 
of light interfere with one another. One 
beam is reflected from the object that is hav- 
ingits picture taken; the other is a “clean” ref- 
erence beam. When the two meet, the inter- 
ference pattern produced, if captured on 
photographic film, has the ability to change 


a new reference beam into a new object 
beam. Thus an image of the object can be re- 
constructed in light. 

Since holography was invented in 1948, 
there have been two major developments in 
the field. The first was the realisation that a 
hologram could be synthesised mathemati- 
cally in a similar way to the process used to 
generate computer graphics. It does not, in 
other words, need to be the image of an ac- 
tual object. The second was the realisation 
that holograms do not have to be recorded 
on film. In the right circumstances, they can 
be created by manipulating the refractive in- 
dices of materials in the way that Dr Turber- 
field and Dr Denning are doing. Or, in the 
case of beams of atoms, by manipulating 
electric fields to achieve the same effect. 

Dr Fujita and Dr Shimizu have com- 
bined these two advances to create a holo- 
graphic projection system for beams of at- 
oms. By passing such beams through a 
screen of tiny electrodes that act as holo- 
graphic “pixels” (the equivalents of the 
grains in photographic film) a 3p image, in 
atoms, of the desired object can be built up. If 
the structure is too complicated to create us- 
ing a single hologram, then the pattern of 
charge on the electrodes can be changed to 


add extra features. 

This system, which is still in its earliest 
stages, has several drawbacks: not least, that 
not all atoms can easily be patterned in this 
way, and that the whole process has to take 
place at very low temperatures. But ifit could 
eventually be industrialised, it would be a 
triumphant demonstration that even the 
weirdest scientific arcana can sometimes 
have practical applications. 





Engine technology 


Fuel’s paradise 


ARS, like many people, have difficulty 

getting up in the morning. With cars, 
however, the problem is not laziness, but 
temperature. A cold engine cannot evapo- 
rate petrol sufficiently fast to work properly, 
so a vehicle may stutter and surge when it 
starts, as it gasps for fuel. Now Ronald Mat- 
thews, a mechanical engineer at the Univer- 
sity of Texas at Austin, thinks he has the an- 
swer. And, as a bonus, his invention will 
make cars cleaner, too. 

When it is cold, only the more volatile 





A successful rip-off 


SEVERY schoolboy knows, insects pol- 
linate flowers, while birds and mam- 
mals disperse seeds by eating fruits or 
transporting burs on their feathers and fur. 
These are examples of co-evolution, a phe- 
nomenon first described by Charles Dar- 
win in “The Descent of Man, and Selection 
in Relation to Sex”, published in 1871. 

Co-evolution, in which two species 
have evolved together in response to ad- 
aptations that each has imposed on the 
other, can be extremely subtle. For in- 
stance, some animals may help to transfer 
pollen from one plant to another without 
acting directly as the carrier themselves. In- 
stead, they make it easier for the pollen to 
be dispersed by other creatures. 
Mats Olsson and Richard Shine, of 
the University of Sydney, and Elis- 
abeth Bak-Olsson, of the Univer- 
sity of Gothenburg in Sweden, 
have discovered, apparently for 
the first time, such a mutually ben- 
eficial arrangement between a rep- 
tile and a plant. 

For most of the year the Tas- 
manian snow skink—a lizard con- 
fined to mountain tops in that is- 
land—is catholic in what it eats. 
But when the honey-bush is in 
bloom, the skinks make a point of 
tearing off the tough, red petals 
that enclose the rest of the flower. 








Looking for lunch 


They chew them to extract the nectar and 
spitout whatis left. At first sight, this skink- 
savaging may not seem all that helpful to 
the honey-bush. But it is. It exposes the re- 
productive parts of the flowers, thereby al- 
lowing pollinating insects to get at them. Dr 
Olsson and his colleagues found that flow- 
ers with the petals left intact never pro- 
duced seed. But, according to their paper in 
the Biological Journal of the Linnean Soci- 
ety, 87% of flowers with the petals torn off 
did so. 

To check that it was the skinks alone 
that were the plants’ little helpers, the re- 
searchers placed cages around some 
honey-bushes. Virtually all of the petals 









were removed from the flowers on bushes 
without cages. Only 16% of the caged 
bushes had their petals ripped off, possi- 
bly by high winds battering them. 

Dr Olsson found no evidence of pollen 
being carried on a skink and so concluded 
that the lizards play no role in transporting 
honey-bush pollen from one flower to an- 
other. But he did see a range of insects— 
wasps, flies, bumblebees and others— 
feeding from honey-bush flowers that had 
no petals covering them. Without the pet- 
als removed, it was impossible for insects 
todo any pollinating. 

Why did the honey-bush evolve sucha 
complicated procedure for its pollination? 
Dr Olsson thinks the answer lies in upland 
Tasmania’s awful—and_ unpredictable— 
weather. It is only worthwhile for insect- 
pollinated plants to open their 
flowers when the air is warm 
enough for insects to be flying. 
Most plants outside the tropics rely 
on the predictability of seasonal 
weather to achieve this. 

The honey-bush employs the 
cold-blooded lizards as its ther- 
mometers instead. The snow skink 
needs warm, sunny weather to be- 
come active, so the honey-bush’s 
petals are torn off only in such 
weather. The bush and the skink 
have thus co-evolved to help each 
other. In effect, the plants use hired 
help, paying in nectar for the liz- 
ard’s labour. 
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components of petrol are available to burn. 
Even at a temperature of 25C—a balmy 
spring day—only a quarter of the petrol in- 
jected into an engine vaporises, and the pro- 
portion falls at lower temperatures. That is 
why chokes exist: they overfuel the motor so 
that enough vapour is there for it to run. But 
the non-volatile components drop into the 
intake manifold, causing a great deal of pol- 
lution. Some 80% of this type of exhaust pol- 
lution, known as unburned hydrocarbons, 
is emitted in the first few minutes of an en- 
gine’s operation. The solution, says Dr Mat- 
thews, is to get the car itself to separate and 
save the volatile parts of fuel and then use 
them to start the engine. 

His miniature, on-board oil refinery, de- 
signed to do just that, weighs about 2kg. It 
consists of a column packed with stainless- 
steel wool into which petrol is drawn at a 
temperature of 50°C once the engine com- 
partment has warmed up. The volatile com- 
ponents of the petrol evaporate—a process 
assisted by the huge surface area provided 
by the wire wool. The vapour is then sucked 
out of the column, recondensed, and stored 
in a small back-up fuel tank, whence it is 
drawn the next time the car is started from 
cold. The heavier components, which re- 
main liquid, are fed back into the main fuel 
tank and burned in the normal way when 
the engine has thoroughly warmed up. 

Dr Matthews had the idea for his system 
three years ago. He was working with some 
students on an engineering competition 
called the Ethanol Vehicle Challenge, in 
which competitors sought to develop tech- 
nologies to deal with alternative fuels. Dr 
Matthews’s team was given a mixture called 
E85 (85% ethanol and 15% petrol) that is par- 
ticularly hard to use on a cold start because it 
won’t evaporate. The distillation system was 
invented to solve this problem. But Dr Mat- 
thews realised that it would work for petrol- 
driven engines as well, and that it would also 
reduce emissions, possibly by as much as a 





Now available in miniature 


half. Besides the direct benefit of burning 
fuel more completely, the engine—and thus 
the catalytic converter—would also heat up 
to their operating temperatures faster. 

The on-board distillation unit is so inter- 
esting that Ford has supported the patent 
application and is now funding further re- 
search into the idea. This month, a Ford Lin- 
coln Navigator will arrive in Dr Matthews’s 
laboratory to be fitted with the system and 
tested for performance and cost-effective- 
ness. On the laboratory bench, the price of 
the unit’s materials is about $400, but Ford’s 
engineers think they could mass-produce it 
for as little as $60. 

Ford is now evaluating a number of new 
technologies that are designed to reduce 
emissions. Each has its own problems. But 
on-board distillation offers one advantage 
over the competition—improved perfor- 
mance, especially in cooler climates. It is easy 
to imagine some motorists giving the cold 
shoulder to something that merely reduces 
pollution. But a car that starts like a dream, 
and happens to be greener and cleaner as 
well? That really would be hot news. 





Wireless communications 


More bandwidth for your buck 


New research shows how telecoms companies might be able to deliver more 
information, at a faster speed, over the same airwaves 


HE wireless industry is growing fast, but 

consumer expectations are growing even 
faster. People want their modems to work 
more speedily and their mobile-phone re- 
ception to be clearer. Yet there is only so 
much the industry can do, for it is limited by 
the capacity of the radio spectrum to carry 
data. Now, however, the industry may be in 
luck, for workers at Bell Labs, the research 
arm of Lucent Technologies, have found a 
way to increase that capacity sixfold. 

A typical mobile-phone antenna re- 
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ceives one channel of information, and that 
information takes up a certain amount of 
spectrum (or “bandwidth”, as it is known in 
the trade). The more bandwidth such signals 
occupy, the more data they can carry; but 
the fewer signals can be sent. So companies 
have to compromise between the number of 
signals they transmit, and the bandwidth of 
each signal. 

One partial solution to the problem is to 
exploit polarisation. That involves dividing 
the radio wave carrying a signal into two 
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components, one of which vibrates up and 
down, while the other moves from side to 
side. Each can carry a separate message, al- 
though the system requires that both trans- 
mitter and receiver have two antennae. 

When nothing interferes with them, the 
radio waves used by mobile phones travel in 
a straight line (known as a “line of sight”). In 
areas where there is a long line of sight, ex- 
ploiting polarisation works well. In a city, 
though, buildings get in the way and cause 
the signals to scatter. The task of distinguish- 
ing the two polarised signals from each other 
is then too hard, because the different ver- 
sions of the two components of the signals 
are coming at you from all directions. 

Whatisa problem for some, though, is an 
opportunity for others. A paper in this 
week’s Nature by Mike Andrews and Partha 
Mitra, who work at Bell Labs, and Robert de- 
Carvalho of Harvard University, shows that 
adding a third antenna to the formula can 
exploit the complexity caused by scattering, 
rather than simply suffering it. 

Radio waves are a form of electromag- 
netic radiation. In a line-of-sight signal, the 
electric and magnetic components of the 
wave travel at right angles to one another. 
That means only two states of polarisation 
are possible. But scattering means that va- 
rious versions of the same signal arrive at the 
receiver at different angles, so that there are 
lots of different combinations of the electric 
and magnetic components. That, in turn, al- 
lows six polarisation states to be distin- 
guished—three of the electric component, 
and three of the magnetic one. 

The consequence is that adding a third 
antenna to both the transmitter and the re- 
ceiver permits each electric polarisation 
state to be used to carry a signal. If a suitable 
antenna could be devised, the same would 
be true of the three magnetic components, 
creating six channels in all. To demonstrate 
that this idea is not pie-in-the-sky, the team 
built a prototype sensitive to the electric 
components. They used it to transmit an im- 
age of a Joan Miró painting, sending the red, 
green and blue parts of the picture simulta- 
neously via different polarisation states. 

Proving a principle is not, of course, the 
same as industrialising it, and many obsta- 
cles remain—not least, that the tripole an- 
tenna the team came up with is a particu- 
larly awkward shape, which would not fit 
easily into a mobile telephone or any other 
wireless device. Also, the possibility of in- 
creasing the antenna’s transmission power 
by the researchers’ sixfold claim rests on the 
ability to create a magnetic tripole that could 
work alongside the electric one. That would 
raise some technical problems, due to inter- 
ference between the two antennae, and has 
not yet been tried. Nonetheless, many physi- 
cists agree that the new antenna is a simple, 
yet particularly clever idea. Plucking some- 
thing out of the air, as it were. 





81 








|). For more information on the programme, please visit our 

















INSTITUTE OF DEFENCE AND STRATEGIC STUDIES 


Invitation for Admission to 
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| The Master of Science in Strategic Studies is a one-year 
full-time programme. Coursework is conducted over three 
trimesters, beginning in July 2001. 


The Programme has been specially crafted to cover a 
broad spectrum of courses, covering (a) traditional and 
non-traditional dimensions of security; (b) business planning 
and technology management and (c) area studies, 


specifically on the Asia-Pacific region. The blend of 


courses are intended to introduce students to the current 
thinking on a comprehensive spectrum of strategic and 
defence-related issues. 


- The Programme will benefit (a) professionals in the 
areas of defence and foreign relations; (b) corporate 
planners and (c) graduate students in international 
relations, strategic studies, and foreign policy. It will also 
serve as a firm foundation for those who may wish to 
pursue a PhD thereafter. 


website at http://www.ntu.edu.sg/idss 
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To be considered for admission as a candidate for the 
programme, a person must (a) be a graduate of a university 
approved by the Academic Board; (b) have had a period 
of relevant working experience and (c) have proof of 
competence in the English Language for applicants whose 
native tongue or medium of undergraduate instruction 
is not English. 


Application Procedure 
Application for the MSc (Strategic Studies) programme is 
to be submitted electronically via NTU webpage 
http://www.ntu.edu.sg/registrar/postgraduate/coursework. 
Any other forms of submission are not acceptable. 


The closing date is Saturday, 3 March 2001. 
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P.S.: No, it isn’t because of the taste. 















“A joyous and outrageous 
escapade...Fiercely entertaining.” 
Harold Bloom, 
author of “How to Read and Why? 
Learn more at www.etexere.com 
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Mysterious Moliére 


Moliére the playwright is a familiar figure, but almost nothing is known 
about the man. This presents a particular challenge to his biographers 


MONG the considerable number of men 
dedicated to the task of keeping Louis 
xIV entertained, several met bizarre ends. In 
1671 at Chantilly, the great chef Vatel, after 
providing the king and some 2,000 courtiers 
with three superb meals on the first day of 
their visit, killed himself on the next, when a 
consignment of fish he had ordered failed to 
appear. (It turned up shortly thereafter.) 
Jean-Baptiste Lully, in charge of music for all 
the royal festivities, managed to stab himself 
in the foot with his conductor’s baton while 
directing a performance of one of his own 
works in 1687; he died soon afterwards when 
gangrene set in. 

Nothing, however, quite equals the 
death of Jean-Baptiste Poquelin, the self- 
styled sieur de Moliére, a man established 
by 1672 as actor/manager and chief play- 
wright of la troupe du roi, performing at the 
Palais Royal in Paris and much in demand at 
court. “But might it not be a bit dangerous to 
counterfeit death?” Moliére, as Argan, the 
hypochondriac protagonist of his last com- 
edy, “Le Malade Imaginaire”, enquired, 
when about to do just that, during the 
play’s fourth performance on February 
17th, 1673. “No, no,” the maid Toinette Á 
reassured him, “what danger could 
there be?” But Molière did, in fact, die: 
not actually on stage—though he fin- 
ished Argan’s part with considerable dif- 
ficulty—but an hour or two later at home. 
Predictably, in a strictly Catholic 
France where actors were excommu- 
nicated and refused burial in con- 
secrated ground (though church- 
men patronised the theatre and 
wrote plays themselves), the usual 
dour moral lessons were drawn. 

The stage chair in which Mo- 
liére as Argan was stricken in ear- 
nest, not in jest, can still be seen on 
permanent display in the upper 
lobby of the Comédie Francaise— 
the theatre which, in effect, he ~ 
founded. It is, apart from the plays 
themselves and their prefaces, almost 
the only tangible relic of a man much 
written about by friends and enemies 
during and immediately after his lifetime, 
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MOLIÈRE: A THEATRICAL LIFE. By 
Virginia Scott. Cambridge University 
Press; 334 pages; $54.95 and £35 








who nevertheless remains in many ways 
mysterious, despite endlessly proliferating 
scholarly and critical research. Virginia Scott, 
author of the latest attempt at a biography, is 
well aware of the difficulties. No one can dis- 
entangle legend from fact, fiction from 
truth—not even in the brief life attached to 
the collected edition of Moliére’s works pro- 
duced by his associate La Grange in 1682, or 
in the 1705 biography by Grimarest. Moliére 
himself left no letters, no 

diaries, no memoirs. 
None of the various 





























houses in which he is said to have lived re- 
mains, nor do any of his personal posses- 
sions. Not only do his contemporaries pro- 
vide ambiguous and conflicting reports, but 
the basic facts are wanting. Shakespeareans 
may complain about a certain paucity of in- 
formation, but at least they know where 
their man was buried and whom he 
married. Moliéristes do not. 

Ms Scott is engagingly candid about her 
biographical method. “My agenda is to ex- 
press those intersections between myself 
and the past that I experience imagina- 
tively...I order what I know or believe 1 
know so as to create characters—whom I 
choose to call Moliére and Madeleine—who 
could have made with some degree of prob- 
ability the choices I believe the real Moliére 
and Madeleine to have made.” So she is free 
to decide that Armande Béjart, the teenager 
Moliére married in 1662, was indeed the 
daughter of his former mistress Madeleine 
Béjart by the Comte de Modène, rather than 
her youngest sister. (But not, as some of his 
enemies suggested, also Moliére’s own 
daughter.) As to where and when the re- 
spectable Jean-Baptiste Poquelin first met 
the distinctly bohemian Madeleine, and 
how he was drawn away from the solid fam- 
ily upholstery business into the theatre, she 
does not pretend to offer more than specula- 
tion. Like everyone who writes about Mo- 
lière, Ms Scott combs the plays themselves 
for clues about his private life and comes up 
with suggestions that may or may not be 
right. Most innovative of all, perhaps, is her 
hypothesis that Moliére’s relationship with 
his young protégé Baron was homoerotic— 
though even that was hinted at by the more 
malicious of his contemporaries. 

The last biography of Moliére published 
in English, John Palmer's “Molière” (1930; re- 
printed in 1970), is still worth reading. To 
compare it, however, with Ms Scott’s is to re- 
alise how enormously attitudes have 
changed during the intervening years. Ner- 
vous even about Moliére’s illicit relationship 
with Madeleine, Palmer could not bring 
himself to say more than that “probably” 
they had an affair. Over Baron’s possibly 
sexual appeal to Moliére he maintained to- 
tal silence. Also very much of its period was 
his slight regard for that improvised Italian 

theatre which provided Moliére with 
many dramatic types, and his con- 
tempt for lavish baroque spectacle of 

the kind that Louis xıv loved and on 
which Moliére “wasted” his talents. 

The ballet de cour and comédies- 
ballets are now regarded with far more 
interest and respect than was the case in 
1930 (as indeed are the court masques that 
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Ben Jonson and Inigo Jones created for 
James 1). Both the delicious “Le Bourgeois 
Gentilhomme” and “Le Malade Imaginaire” 
are, after all, comédies-ballets—a category 
that a more flexible 21st-century idea of 
theatre can once again accommodate. 

Ms Scott provides valuable correctives 
here. The strength of her book (as might be 
expected from the author of “The Comme- 
dia dell’Arte in Paris”, 1990) lies less in its por- 
trait of Moliére himself than in the densely 
researched and persuasive background 
against which she is able to situate him. This 
is made up of families and places (she is par- 
ticularly good on the 13 years during which 
Moliére and his troupe wandered the French 
provinces before returning to Paris), while 
also including portraits of his enemies, as 
well as eminent friends such as Boileau, La 
Fontaine and Racine. She does not offer 
much in the way of commentary on the 
plays themselves. What she does dois arrest- 
ingly illuminate the complex world of the- 
atre and court, both in Paris and elsewhere, 
that finally constitutes almost all that can 
really be known of Moliére’s life. 

= 








Good sport 


SIT possible to follow science as though 

it were a spectator sport? Frederik Pohl, 
a veteran science-fiction author, certainly 
thinks so, for he has spent much of his life 
visiting sites of scientific interest—both to 
research his books, and also out of simple 
curiosity. Many such destinations are 
worth visiting for other reasons too: as 
well as being pleasant places to goon holi- 
day, Iceland, Hawaii and the Greek island 
of Santorini all demonstrate, for example, 
the influence of vulcanism on island for- 
mation. Or at least that, one assumes, is 
what Mr Pohl probably told his 
accountant. 

“Chasing Science: Science as Spectator 
Sport” (Tor Books; $23.95) flits lightheart- 
edly from continent to continent, mixing 
travelogue with gentle scientific explana- 
tion. This unusual approach gives Mr Pohl 
the freedom to delve into an extraordi- 
narily diverse range of topics, including 
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the operation of neutrino observatories, 
the physics of rainbows, the principles of 
plate tectonics, and how to search for fos- 
sils in your office’s marble lobby. It is all 
good fun, yet among the anecdotes and 
curious facts the science content is decep- 
tively high. And along the way Mr Pohl 
makes a serious point. 

Just as it is not necessary to be an ath- 
lete to appreciate sport, his book suggests, 
it is not necessary to be a scientific expert 
to appreciate science. By pointing out 
where science protrudes most visibly into 
the world, Mr Pohl’s aim is to demonstrate 
that it is not some abstract activity, but is 
instead ubiquitous. At the same time, sci- 
ence is also nowhere in particular; it is just 
a matter of looking at the world (or the sea, 
or the sky) in the right way. In his global 
survey, in other words, Mr Pohl entertain- 
ingly demonstrates that science is, in the 
end, a world view. 








Gastronomy 


Experimental 


THE SCIENCE OF COOKING. By Peter Bar- 
ham. Springer; 252 pages; £19.95 and $34.95 


OU do not have to be a chemist or a 

physicist to cook a meal, any more than 
you need a qualification in engineering to 
drive a car; but in both cases a little tech- 
nical knowledge can help when things go 
wrong. That is the reasoning behind this 
odd volume that combines an explanation 
of the scientific principles of cooking with a 
down-to-earth guide to kitchen utensils 
(“every kitchen needs a liberal supply of 
cutlery”), some experiments to try at home 
and a random collection of around 40 
recipes. 

You learn why potatoes become trans- 
lucent when they are boiled, and impene- 
trable equations are devised to 
calculate the cooking time 
for eggs. There is a sprin- 
kling of useful tips: for 
instance, the best way 
to work out how long 
to roast a joint of 
meat in the oven is to 
measure it, not weigh 
it; and sifting flour is 
generally a waste of 
time. That said, you 
might be wiser not to let 
your children try the wilder 
experiments on their own: 
one involves placing a light- 
bulb in the microwave, an- 
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other boiling water in a balloon over a 
naked flame. 

The recipes, most of them overlong, are 
quite basic. They start with simple grilled 
steak, through roast lamb and poultry to 
stews, fish, sauces, bread, cakes and cook- 
ing with chocolate. Interspersed are some 
(very) quick-reference charts for solving 
problems. Meat overcooked and tough? 
“Either the oven temperature was too high, 
or the cooking time was too long.” Well, yes. 
Disappointingly, Mr Barham, who teaches 
physics at Bristol University, makes no ref- 
erence to the nutritional value of the food 
we eat—an aspect of cooking where a sci- 
entist might be thought to have something 
to contribute. And, apart from potatoes, 
vegetables are ignored. 

Given that the book comes from an in- 
ternational publisher based in Germany, it 
is surprising that the recipes have such an 
unmistakably British flavour. It is true that 
the author indulges himself with a Mexi- 

can savoury chocolate 
sauce to go with chicken, 
but that is an excep- 
tion. Black Forest ga- 
teau, which appears 
to be his speciality, is 
more often sighted in 
Bristol than in Baden- 
Baden. And surely only a 
British cook would make 
hot water pastry for a pork 
and chicken pie. 

Gastronomy is an art. If 
it were merely a science, this 
book would contain most 
of what you need to know 
to rustle up a palatable meal 


in the kitchen, or indeed the laboratory. But 
then if sculpture were a science, any half- 
decent stonemason could have chiselled 
Michelangelo’s David. Should a scientist ask 
you to dinner, find out who’s going to cook. 





Britain's mandate in Palestine 
To have and to 
hold 


ONE PALESTINE, COMPLETE: JEWS AND AR- 
ABS UNDER THE BRITISH MANDATE. By Tom 
Segev. Metropolitan Books; 624 pages; $35. 
Little, Brown; £25. 

PLOUGHING SAND: BRITISH RULE IN PALES- 
TINE 1917-1948. By Naomi Shepherd. Rutgers 
University Press; 300 pages; $28. John Mur- 
ray; £20 


HE present uprising in Palestine is often 

called the second intifada, to dis- 
tinguish it from the one that exploded in 
the late 1980s. It is really the third. Between 
1936 and 1939, the Arabs of Palestine re- 
belled so violently against British rule and 
Jewish settlement that they drove gov- 
ernment forces to evacuate Beersheba and 
Jericho, and put Haifa under siege. The Brit- 
ish regained control in the usual way—by 
means of torture, the bombing of villages 
into rubble and many executions. But they 
did not expect peace to last. General Mont- 
gomery, who was brought in to suppress 
the revolt, observed at the end of the con- 
flict that “the Jew murders the Arab and 
the Arabs murder the Jew. This is what is 
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going on in Palestine now. And it will go on 
for the next 50 years in all probability.” 

By then, Britain had run Palestine for 
more than 20 years, having captured it 
from the Turks in 1917 and accepted a 
League of Nations mandate to govern the 
country and help the Jews establish a na- 
tional home. Lord Balfour, Britain’s foreign 
secretary, had already promised the Jews a 
national home in Palestine—though not, he 
insisted, by compromising the civil and re- 
ligious rights of “the non-Jewish communi- 
ties” there. This was a pretty heroic un- 
dertaking, given that almost all of 
Palestine’s population was Arab at that 
time. But Britain had complex motives for 
making its impossible promise. Part of it 
was idealism; part a pretext for grabbing 
Palestine; part also an attempt to exploit 
what politicians such as Lloyd George took 
to be the mysterious power of world Jewry. 
Many influential figures in Britain thought 
that the Jews controlled the world, an illu- 
sion which Chaim Weizmann, the Zionist 
leader, worked assiduously to sustain. 

Both Tom Segev and Naomi Shepherd 
acknowledge that the political history of 
the mandate has been thoroughly investi- 
gated. Both are journalists, not scholars; 
they focus less on Britain’s imperial cal- 
culations than on what life in Palestine was 
like during the 31 years of British rule-The 
Palestine that emerges as Jewish and Arab 
nationalism collided is a mixture of glam- 
our, violence and intrigue—together with a 
great deal of muddle on the part of the co- 
lonial officials about what Britain was try- 
ing to achieve. 

Ms Shepherd’s book is the shorter and 
more lucid; Mr Segev’s the richer in per- 
sonal anecdote. One of the many tales he 
weaves into his narrative tracks the rela- 
tionship between two Jerusalemites: Khalil 
al-Sakakini, a Christian Arab and a teacher; 
and Alter Levine, a Jewish insurance agent, 
who knocked on his neighbour's door one 
night seeking protection from the Turkish 
authorities, who suspected him of being a 
spy. The Arab reluctantly took in the Jew, 
which led them both to prison in Damas- 
cus, and to a friendship forever clouded by 
the conflict between their two peoples. 

Mr Segev is weaker when he ventures 
to make bigger historical judgments, such 
as the novel claim that it was the Arab re- 
volt before the second world war, rather 
than that of the more powerful and more 
desperate Jews after it, which made Britain 
give up on Palestine. The British abandoned 
the two peoples, to whom they had made 
irreconcilable promises, to settle their quar- 
rel by war. As David Ben Gurion, the pre- 
eminent Jewish leader in Palestine, said as 
early as 1919: “Everybody sees the problem 
in relations between the Jews and Arabs. 
But not everybody sees that there’s no 
solution to it.” 
= 
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Iran observed 


Not obvious 


PERSIAN MIRRORS: THE ELUSIVE FACE OF 
IRAN. By Elaine Sciolino. Free Press; 414 
pages; $26 


RAN has nearly 10% of the world’s known 
oil and the second biggest gas reserves. It 
has a rich culture and an illustrious past. 
But it remains widely misrepresented and 
little understood by the general public. 
Why this should be is perfectly obvious. In 
1979, a revolution turned a corrupt, west- 
ernising monarchy into an Islamic republic; 
America’s embassy was taken over and the 
United States, with some cause, stigmatised 
Iran as a “rogue” state. Iran’s reputation was 
never so bad in Europe as it was among 
Americans, and the demonisation of Iraq’s 
Saddam Hussein helped Iran’s rulers look 
less troublesome. The choice of Muham- 
mad Khatami as president four years ago 
raised hopes that Islamic Iran was chang- 
ing. Yet influential voices, particularly in 
America are—or sound—less sanguine. 
Elaine Sciolino is a respected journalist 
who has been visiting Iran, and writing 
about it for Newsweek and the New York 
Times, for more than two decades. In the 
absence of official contact between the two 
countries, it has fallen to reporters like her 
to inform Americans and their policy- 
makers about Iran. In many ways in this 
book, she does a good job. One of its most 
fascinating features is its picture of Iranian 
women, who, despite the restrictions of re- 
ligious bigotry, often assert their indepen- 
dence with spirit. Ms Sciolino, in general, is 








Girl talk 
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a gregarious reporter. In the course of her 
travels, she finds plenty of people who are 
willing to tell her what life is like for the av- 
erage citizen in Iran today. They talk to her 
about the harsh social and religious poli- 
cies, about conservative opposition to their 
recent relaxation, about the open discus- 
sion of once-taboo subjects such as theo- 
cratic rule, and about the love-hatred that 
many Iranians feel for the “Great Satan” 
America. 

Ms Sciolino’s experiences have shown 
her that Iranians—like the rest of us?—can 
be kind and joyful, as well as hypocritical 
and treacherous. This itself is a welcome 
step towards greater understanding of a 
complicated country. Unfortunately, the 
book does not really go deeper than that, 
and does not offer much clue to where, po- 
litically, Iran is now headed. In a way, this 
is a mark of her honesty. She has not lived 
in Iran for any length of time and does not 
speak fluent Persian. She wisely avoids 
making any predictions about the ultimate 
success or otherwise of Mr Khatami’s at- 
tempts at reform. The road ahead for Iran is 
not obvious, to Ms Sciolino or anyone else. 

J = = = 





Musical biography 


Bing back the 
memories 


BING CROSBY: A POCKETFUL OF DREAMS. 
THE EARLY YEARS, 1903-1940. By Gary Gid- 
dins. Little, Brown; 720 pages; $30 and £29.50 


ING CROSBY had “ears like a taxi with 

both doors open” and “a behind like 
the side of a barn”. He almost always wore 
a hat, and his shoes had two-inch lifts—a 
well-kept secret. Despite his nonchalance, 
Crosby was concerned about his appear- 
ance and he wore his watch on the inside 
of his wrist because he believed it made his 
hands look less pudgy. The huskiness in 
that astonishing voice may have been 
partly due to a node on his vocal chords; 
certainly when Lloyd’s of London insured it 
for $100,000 they included a clause forbid- 
ding him from having surgery to remove it. 

Yet his achievements were extraordi- 
nary. This working-class Catholic boy from 
Washington state, scored 396 charted re- 
cords. The two singers who trailed him, 
Paul Whiteman and Frank Sinatra, could 
chalk up only 220 and 209 respectively. He 
topped the list of number one hits with 38; 
the Beatles are second with 27. He appeared 
on some 4,000 radio broadcasts (mostly 
live) and was voted Hollywood’s top attrac- 
tion five times over. 

Even more significant than the statistics 
is the acknowledged debt that other singers 
owe to Bing. While he claimed his musical 
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Great voice, pity about the ears 


style descended from Bessie Smith, Ethel 
Walters, Al Jolson and Louis Armstrong 
(three of them black and one, Jolson, who 
blacked his face), many more recent singers 
owed their style to Crosby. Sinatra, aged 17, 
saw him perform at Jersey City and de- 
termined on a musical career. Dean Martin, 
Perry Como and Peggy Lee honed their tal- 
ents by imitating his recordings. 

Despite the jazz influences, his reper- 
tory ranged widely including parlour bal- 
lads, Irish songs (his ancestors, of course, 
were Irish), and Broadway standards, al- 
though his best numbers were those which 
called for intimacy, an impeccable swing 
and a wide range from a low E flat to a top 
F. His was a virile voice in an age of effemi- 
nate singers, and his appeal was both to 
women, who found him irresistible, and to 
men, for whom he was a good sport. Be- 
sides golf, he also counted baseball, swim- 
ming and backgammon among his accom- 
plishments. When put to it he could even 
manage a couple of balletic entrechats. 

A paragon, you might think. Well, not 
according to “Bing Crosby: the Hollow 
Man” (1981), by Donald Shepherd and Rob- 
ert Slatzer, and “Going My Own Way” 
(1983), a savage memoir by his alcoholic 
son, Gary. But Gary Giddins, a biographer 
of Louis Armstrong and Charlie Parker, is 
on a retrieving mission, and his Bing is a 
wisecracking charmer, secretively generous, 
professional, insouciant and sophisticated. 
Some 300,000 words take the reader up to 
the “Road” films with Bob Hope and Do- 
rothy Lamour, and one is promised as 
much again. Whether Crosby is important 
enough for such tireless research you must 
judge for yourself. You will also have to 
wait and see whether Mr Giddins remains 
so persuasively hagiographic during the 
family quarrels ahead. 
= 
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THE solutions to John- 

sons  youth-and-age 
Johnson crossword, the first of the 
millennium, poured in from all over the 
world, but especially from New Zealand. 
Ireland too contributed more than its 
share of successful solvers; and indeed 
Iceland, even if that means only one, and 
he of evidently Anglo-Saxon descent. Sea 
air must be good for the brain. 

Alas, to win a prize means having luck 
as well, and these islanders did not have it. 
A fine four-volume, leather-bound 1816 
edition of Boswell’s life of the real Johnson 
goes to Tom Miles, of, by happy accident, 
London itself, the great dictionary maker's 
home. PlayStation 2, the prize aimed at 
youth, goes appropriately toa winner ina 
younger city: David Malon, of Naperville, 
Illinois. 

Or, at least, it will go once Sony has it 
ready to be sent to him. And we pledge 





Crossword prize—winners 


that wild cookies shall not drag from us 
the name, let alone uru, of the software or- 
acle who, opting for the Boswell were he to 
win, added that he “wouldn’t know what 
to do” with a PlayStation. A man after the 
modern Johnson’s own heart. 









































Australian fiction 


A wizard from Oz 


TRUE HISTORY OF THE KELLY GANG. By Peter 
Carey; Knopf; 352 pages; $25. Faber; £16.99 


=- r 


ETER CAREY’S “True 

History of the Kelly 
Gang” is not really a true 
history. Rather, it is a daz- 
zling imaginative re-cre- 
ation of the life of a bush- 
ranger and Australian folk 
hero, Ned Kelly. It takes 
the form of an apologia, 
written by Ned for the future benefit of his 
(wholly fictitious) daughter. 

The Kellys, like other poor Irish families 
in the colony’s early years, are relentlessly 
persecuted by the police, or “traps” as they 
are known. Ned’s father, a former convict, 
is a broken man. His mother is loving and 
protective but is nevertheless instrumental 
in getting her son started in a life of crime. 
Ned is repeatedly betrayed by his closest 
friends and relatives. He struggles to be a 
good and honest fellow. But as Mr Carey 
tells it there is a gloomy inevitability to his 
progress from the cradle to the scaffold. 

The point of no return was reached in 
1877 when Ned and his younger brother 
were accused of attempting to murder a 
policeman. They fled into the bush of 
north-eastern Victoria. Two friends joined 
them at their hideout. The gang remained 
at large for almost two years, eluding the 
“traps” and robbing banks when they 
needed to top up their coffers. Their luck 


ran out in the township of Glenrowan on 
June 29th, 1880. They were hopelessly out- 
numbered by armed policemen. Ned's 
brother and accomplices were either shot 
or burned alive. Protected by his famous 
home-made bulletproof armour, Ned him- 
self survived the shoot-out, only to be 
hanged at Melbourne jail a few months 
later. He was 25. 

All this is narrated with great flair in 
prose that is heavy on expletives and light 
on punctuation—yet full of music and po- 
etry. Ned is wonderfully alive to the world 
around him. He remembers his first brush 
with the fearsome Sir Redmond Barry, the 
judge who would eventually hang him: “I 
seen his wig and his bright red robes and 
he were a Cardinal to my eyes his skin all 
white and waxy as if he were a precious 
foreign object kept contained in cotton 
wool.” He marvels with unfeigned inno- 
cence at the way a sock will “turn the cor- 
ner at the heel” and delights in the snug fit 
of an elastic-sided leather boot, “soft and 
supple as a lady’s glove”. 

Ned’s acute sense of injury and injus- 
tice is everywhere apparent. In the end he 
emerges as an oddly eloquent spokesman 
for all those Australians who have known 
“the terror of the unyielding law” and “the 
historic memory of UNFAIRNESS”. Mr Carey 
has found a completely convincing voice 
for his hero. In so doing he has rescued the 
doughty bushranger from caricature and 
cliché. “True History of the Kelly Gang” 
gives us instead a fully rounded character 
that we can believe in and—his obvious 
failings notwithstanding—sympathise with 
wholeheartedly. 
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Fiction from Latin America 


Enigmas 


Bewildered by the news, readers in Latin America often turn to fiction 
to understand their countries’ politics 


A JOURNALIST, novelist and politician, 
Mario Vargas Llosa has packed a lotinto 
his 64 years. He has run for president in his 
native Peru; he has opposed the corrupt 
authoritarianism of its fugitive ex-leader, Al- 
berto Fujimori;and he has written more than 
a dozen novels, almost all of them about this 
enigmatic country, from Piura to Lima and 
Iquitos, piecing together its classes and races 
in a jigsaw recreation. 

But as a character in one of these fine 
books glumly remarks, nobody has ever got 
to grips with Peru. And so in his latest novel, 
“La Fiesta del Chivo” (The Feast of the Goat) 
Mr Vargas Llosa turns to a different enigma, 
the Dominican Republic. He anatomises Ra- 
fael Trujillo, the dictator who ran thecountry 
from 1930 until his assassination in 1961. 
Most of the characters are taken from life, 
and Mr Vargas Llosa has captured the dicta- 
tor and his supporters so well that the book 
has caused scandal and embarrassment in 
Santo Domingo. 

Although he is nota fine stylist, few writ- 
ers can match Mr Vargas Llosa for story- 
telling. His words serve the unfolding plot. A 
middle-aged lawyer, Urania, returns to her 
native island from New York with a secret 
that is kept from readers until the end; Tru- 

_jillo’s assassins are introduced to us, and 
reminisce agreat deal. But the dictator lurks 
behind every word, every thought: a disci- 
plined and obsessive tyrant, whose enemies 
include dissidents, the Catholic church, Cas- 
tro, the Organisation of American States and 
American liberals. We are shown the net- 
work of fawners and favour-seekers, the 
nepotism, the spies, the sexual conquests, 
the maniacal cleanliness and the macho 
stare, but we also read about Trujillo’s incon- 
tinence and impotence. For all his awfulness, 
people admire this power-hungry chivo, 
and in the nub of the novel an out-of-favour 

La Fiesta pet Cuivo. By Mario Vargas | 

Llosa. Alfaguara; 518 pages; 3,200 | 

| pesetas l 

| EL RESPLANDOR DE LA MADERA. By | 

Hector Aguilar Camin. Alfaguara; 470 | 

| pages; $18 
| La Novia Oscura. By Laura Restrepo. | 

Grupo Editorial Norma; 465 pages; 

| 2,900. pesetas | 
| | 
| | 
| | 
| 
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Circus, By Julio Llinas. Grupo Edito- 
rial Norma; 271 pages; $19 
Los IMPACIENTES. By Gonzalo Garces. | 
| Editorial Seix Barral; 218 pages; 2,000 
| pesetas 
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minister sacrifices Urania, his daughter, to 
the strongman. Complicity, Mr Vargas Llosa 
seems to be saying, is much to blame for 
Latin America’s authoritarian curse. 

One-party rule in formally democratic 
Mexico came to an end last year with the 
election :of Vicente Fox as president. To the 
changing country that Mr Fox inherits, Hec- 
tor Aguilar Camin, a former editor of Nexos, 
apolitical weekly, isa good fictional guide. In 
“El Resplandor de la Madera” (The Lustre of 
Wood), he describes the ups-and-downs of 
a timber dynasty from the tropical state of 
Quintana Roo. This old-fashioned novel 
contrasts an epic frontier past with present- 
day Mexico city. Its main character is an- 
other machista who rises to power in the 
corrupt world of politics and business, fol- 
lowing his impulses and getting rid of every- 
one in his way. Complete with bodyguards, 
blind loyalties and sexual caprices, this is a 
strong, if derivative, novel whose complaints 
about the powerful are hard at times to dis- 
tinguish from admiration. 

In Colombia, the imagination is regu- 
larly outstripped by events. Even Gabriel 
Garcia Marquez turned to reportage to de- 
scribe a Bogota besieged by drug gangs, 
death squads and guerrilla armies. In her 
fifth novel, “La Novia Oscura” (The Dark 
Bride), Laura Restrepo employs a journalist 
(herself) as the narrator. By means of inter- 
views and reminiscences she pieces together 
the lives of a charismatic whore, Sayonara, 
her fellow sex-workers in the red-light dis- 
trict of La Catunga in Tora and the men of the 
Tropical Oil Company in the Colombian 
jungle. Ms Restrepo’s treatment of her 
whores slips into sentimentality, but she 
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manages to invest her off-the-map Colom- 
bia with a certain believable dignity, 

With comic flair, Julio Llinas’s novel 
“Circus” deflates Argentina’s illusions of 
grandeur in the face of last year's economic 
crisis. It is narrated by a burnt-out advertis~ 
ing agent, also called Llinas, who gives up a 
lucrative but soulless job in Buenos Aires to 
setup an “authentic” farm runon traditional 
principles (real gauchos, old pampa breeds 
of livestock). His aim is to attract tourists 
from the city, but the kitschy farm fails mis- 
erably. As a quixotic poet who abandons his 
day jobin search of a better society, Liinasisa 
well-drawn comic character, The novel 
makes fun of stressed-out city types who 
long for the outdoor life but acknowledges at 
the same time the appeal of the countryside 
and its larger-than-life characters. 

Gonzalo Garces, another Argentine, 
tackles Buenos Aires head on. “Los Impa- 
cientes” (The Impatient Ones), his second 
novel, which won Spain’s Premio Biblioteca 
Breve last year, tells of adolescent loves and 
betrayals. The setting is a recognisable Bue- 
nos Aires in the 1990s, where opportunities 
for aspiring young artists are limited. The 
narrator, himself a writer, escapes to Paris, 
where he reflects on what he sees as the dre- 
ary future of an ever more philistine country. 
This semi-autobiographical novel could so 
easily have been a spoiled and unpleasant 
whine. What saves it is that the Argentine 
capital keeps an underground hold on the 
Parisian exile. The novel conveys the heavy 
nocturnal atmosphere of Buenos Aires in a 
dense, at times pretentious, style that also re- 
flects the isolation of its characters. 
aan | 
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Viadimir Semichastny 





N OCTOBER 1964 Nikita Khru- 

shchev returned to Moscow 
after a holiday at a Black Sea re- 
sort. He was met at the airport by 
Vladimir Semichastny, the head 
of the kG. As Soviet leader, Khru- 
shchev might have expected a 
more royal reception than a for- 
mal embrace from the security 
chief. Mr Semichastny’s explana- 
tion was polite but brutal. While 
Khrushchev was sunning himself 
at the seaside, he had been re- 
moved by order of the Politburo. 
But why? Mr _ Semichastny 
shrugged. Khrushchev pressed 
for an answer from the man he 
had regarded as a close friend, 
and whom indeed he had ap- 
pointed as KGs chief three years 
earlier. Mr Semichastny offered 
an explanation that Khrushchev 
must have guessed already. He 
had been considered too liberal 
in his guidance of the country fol- 
lowing the death of Stalin. 

Later, in defending the dis- 
missal of Khrushchev, Mr Semi- 
chastny said that Soviet society 
would have rotted away under 
him. “The fruit of liberalisation 
was overripe.” Khrushchev had 
gone too far. Mr Semichastny 
thus foresaw that freedom was 
incompatible with the Soviet sys- 
tem, although a quarter of a cen- 
tury was to pass before the system 
finally collapsed. 

Meanwhile, with  Khru- 
shchev out of the way, the system 
seemed tobe in safe hands with the appointment of Leonid Brezh- 
nev as the new leader. In plotting Khrushchev’s exit, Brezhnev had 
soughta Stalinist solution: he had wanted him poisoned or to meet 
with an “accident”. Mr Semichastny was not shocked. Violence 
was still a KGB tool. But he argued that in this case it would be less 
messy to employ the method used by the democracies to ditch a 
leader, by fixing the party apparatus. Khrushchev was spared and 
lived on until 1971. His reprieve was approved by the world. Yet, 
when reminiscing later, Mr Semichastny wondered whether the 
KGB he presided over had lost much of its effectiveness because it 
was no longer as feared as it had been in the old days. “You cannot 
protect a state with smiles and handshakes,” he said. 


Memories of Philby 


Asa protector of the state Vladimir Semichastny was the master of 
the Soviet Union’s vast and effective worldwide network of spies. 
He remembered meeting “brave men” such as Kim Philby and 
George Blake when they escaped to the Soviet Union. He advised 
Brezhnev to build the Berlin Wall to stop the flow of Germans to 
the West. After John Kennedy was assassinated in 1963 he investi- 
gated the background of Lee Harvey Oswald, who was arrested for 
the murder and was himself shot dead. Oswald had spent some 





Vladimir Yefimovich Semichastny, spy 
chief, died on January 12th, aged 77 


time in the Soviet Union but, Mr 
Semichastny said, had never 
worked for the KGB. His verdict, 
“something fishy there”, is shared 
by many who have investigated 
the Kennedy affair. 

There was also internal secu- 
rity. Before he became head of the 
KGB, and was running the Komso- 
mol, the youth section of the 
Communist Party, Mr Semi- 
chastny was a much-quoted 
critic of Boris Pasternak, the au- 
thor of “Dr Zhivago”, a novel 
praised in the West for its anti- 
communist flavour. “Even a pig 
does not foul its own sty,” he said. 

After six years in the job he 
was made a functionary in Uk- 
raine. He was said to have failed 
the xcs because of the defection 
of Stalin’s daughter Svetlana to 
the United States. But the prob- 
ability is that Brezhnev decided 
that, after six years delving into 
the most intimate secrets of the 
Soviet leadership, Mr Semi- 
chastny had become dangerous. 
For security men, knowledge is 
certainly power, as even the 
Americans discovered during Ed- 
gar Hoover’s 48 years of steward- 
ship of the fsı. These days, many 
Russian politicians are uneasy 
that their new president, Vladi- 
mir Putin, was previously head of 
the country’s security service, al- 
beit a less all-embracing one than 
the KGB. 

Mr Semichastny was insistent 
that the KGB was more than just a stealer of information about the 
West’s nuclear bombs or a spotter of traitors. It was an “insepara- 
ble part of the Soviet Union and the whole structure of Soviet soci- 
ety.” Supposing, he said, a government minister came to him and 
said he needed data on recent developments on such and such a 
subject in the West, and could we help? Mr Semichastny would tell 
the minister to provide some money and the KGB would track 
down the information, in industry, medicine or whatever. This 
may have been the first time it was disclosed that the KGB was en- 
gaged in commercial espionage, and was, in this sense, a commer- 
cial organisation. 

Profit, though, was not a word in Mr Semichastny’s vocabu- 
lary. History was. He was upset when in 1991 a statue in Moscow of 
Felix Dzerzhinsky, the founder of the Cheka, the forerunner of the 
KGB, was torn down. The Kes is now toothless, he said on “Secret 
Police Day”, when old spies get drunk and sing fondly remem- 
bered songs such as “I Obey Orders”. The ten years or so in which 
Russia has enjoyed the rudiments of democracy did not impress 
him. The country had descended into anarchy, he said, with crime 
and corruption and general moral collapse. Unlike many of the 
KGB's victims, Vladimir Semichastny died in his own bed. But per- 
haps not peaceably. 
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Mathematical methods for economics 
Mi nomics seminars 
Seminars on the interpretation of the balance sheet 
Energy sources 


Basic Common Courses 


ice * Energy economics and policy * Energy uses and environmental i 
economics and policy + Geopolitics of energy + Seminars on business ei 


“Specialised Courses 
Area of Economic Analysis 


Analytical toals for energy economics 
Economic evaluation of environmental goods 
Utility regulation 
Area of Modelling and Forecasting 


Demand side management 
Energy modelling 
Environmental audit 
Environmental impact assessment 
Environmental modelling 
Short term economic analysis and forecasting techniques 


Area of Finance and Control 





Cost.analysis 
project financing and evaluation Financial tools for energy markets 
international trade international financial markets 
Planning and control Risk analysis and management 
isk analysis and management 


Business game on the oil company management 
Due to teaching and organisational reasons, the above written programme might be changed. 





For farther information, leaflet and application form, please contact the School Secretary at: 
ENI-Scuola Superiore Enrico Mattei, piazza Santa Barbara 7, 20097 San Donato Milanese (Mi), italy. 
: +99-02-520-58948 or +39-02-520-58960. Fax: +39-02-520-58939. hitp:/Awww-eni.it/scuclamattei e-mail: info.scuolamattei@eni.it 
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COURSES 


THE BUSINESS SCHOOL 
iii FOR FINANCIAL MARKETS 


Innovative, industry supported 
programmes for those seeking careers 
in the global financial markets: 
e Visit us at the ULCS MBA Fair, 
London 24-25 January, 2001 
e Champagne for the best trader 
on 26 January, 2001: visit our 
website for more details 


e ISMA Scholarships for those with 
excellent academic credentials 


www.ismacentre.rdg.ac.uk 


The University of Reading 
vaia 


MSc International Securities, 
Investment and Banking 


MSc Risk Management, 
Operations and Regulation 


MSc Financial Engineering 
and Quantitative Analysis 


ISMA Centre graduates successfully placed 
with Goldman Sachs, CIBC Wood Gundy, 
Barclays Capital, Chase Manhattan and 
ae many more. 


The University of Reading 
ISMA Centre - Whiteknights 
PO Box 242 - Reading RG6 6BA -UK 


Tel: +44 (0)118 931 8239 
Fax: +44 (0)118 931 4741 
Email: admin@ismacentre.rdg.ac.uk 


Templeton College| University of Oxford 


‘To innovate is not to reform’ 


Edmund Burke 


The Oxford Strategic Leadership Programme 


20 - 25 May 2001 | 11-16 November 2001 


Oxford has for generations prepared the world’s 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. Leading edge thinking, traditional Oxford 
tutoring, different perspectives from executive 
guest speakers, discussion with a stimulating 
international peer group... The Oxford Strategic 
Leadership Programme both deepens your 
understanding of leadership, and challenges you 
to identify and implement the leadership strategy 
most effective for your individual situation. 


Name 


For further information, please visit 
www.templeton.ox.ac.uk/leadership, 
or return to: 

Dorothy Cooke 

Templeton College, 

University of Oxford, 

Oxford OX1 5NY, 

England 

Tel +44 (0)1865 422776 

Fax +44 (0)1865 422501 

Email leadership@templeton.oxford.ac.uk 


Job title Company 





Address 


Zip/Postcode 





Tel 


Email 
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Templeton College | University of Oxford 
www.templeton.ox.ac.uk/leadership 
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Harvard University 
John. F. Kennedy School of Government 





Initiatives in Conflict Management: Planning for Civil-Military Cooperation 

Presented jointly with the National Security Program and the Conflict Management Group, for mid-to-upper level U.S. and 
international participants from the government, military and private sectors. Prospective applicants are typically involved in 
intervention at all stages of conflict and reconstruction. 

May 13-20, 2001 


Leadership for the 21st Century 

Senior executives from the public, private, and nonprofit sectors investigate ways to exercise leadership effectively in the face 
of the toughest challenges. 

May 6-11, 2001 


Environmental Economics: A Course for the Non-Economist 
Leads public and private sector officials toward a greater understanding of economic aspects of environmental problems and policies. 
May 6-13, 2001 


Leadership Education: An Advanced Program for Professional Trainer, Educators and Consultants 
Practitioners of leadership education learn about new skills, techniques and concepts for teaching and training on leadership. 
May 14-25, 2001 


Leaders in Development: Managing Political and Economic Reform 

For senior leaders from developing, newly industrialized and transitional countries. Focuses on the problem-solving, analytic, 
and strategic skills needed to implement major political and economic transitions and institutional change. 

June 11-22, 2001 


Infrastructure in a Market Economy 

Designed for senior public and private sector officials from both industrialized and newly industrialized countries, Focuses on 
effective policies for implementing and regulating the private provision of infrastructure. 

July 15-27, 2001 


Senior Managers in Government 

w For senior executives in the federal government and their private sector and international counterparts. Focuses on management 
of change, policy analysis, negotiation, leadership, strategy, and organizational management. 
July 29-August 17, 2001 


For Further Information and Applications; 

Enrollment Services 

Kennedy School of Government, Horvard University 

79 JFK Street, Cambridge, MA 02138 

Phone: 617-496-0484, ext.169, Fax: 617-495-3090 

E-mail: KSG_Execkd@harvard.edu, Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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Chicago GSB 





Chicago GSB 
Campus 


Seize the Chicago Advantage. 
Wherever you are based in the world. 


http://gsb.uchicago.edu/execmbaeurope 


* The University of Chicago Graduate School of Business has 3 campuses 





in 3 continents. So you can now earn our globally recognized M.-BA. 
without relocating and while continuing your career. By enrolling in our 
Executive M.B.A. Program, you can: 

« Earn the same degree as in our acclaimed full-time program 
« Combine work and study with our unique part-time format ~ 16 one- 
week modules spread over 20 months e Learn and participate in lectures 
given entirely by the world-renowned Chicago faculty + Enhance your 
international expertise when taking study modules along with top 
executives at our 3 campuses located in Barcelona, Singapore and Chicago 
e Become part of our worldwide alumni network over 32,000 strong 

If you are a senior manager and interested in joining our Executive M.B.A, 
Program at our Europe Campus, located in Barcelona, visit us at one of 
these information sessions. 


London 3o January 18.30~20:30 Barcelona 14 February 1g3o~21:30 
Enron House, 4o Grosvenor Place Chicago GSB, Europe Campus, Aragó eyi 
Paris 1 February 18:30 ~ 20:30 Madrid is February 19:30~ 2130 
American General Consulate, BBVA, P° de Recoletos 10 

2 Rue SaintFiorentin Budapest zo February 19:30 









Frankfurt 6 February 18:30~< 
Enron Energie GmbH, Boersens 
Zürich 8 February 18:5 
Widder Hotel, Rennwe: 


Kempinski Hotel, Erzseb 
Moscow 22 February 18:30-20:! 
Marrivtt'Tverskaya Hotel, 
‘Tverskaya/Yamskaya 34, 
















Dubai 11 February 18:30 ~ 20:30 Athens 27 February 1g:00-21:00 
Sheraton DubaiHotel& Towers, Hilton Hotel, 46 Vassilissis Sofias Ave. 
BaniyasStreet/Creek Road Milan 1 March 19:30 ~ 21:30 
Brussels 13 February 19:00-21:00 American General Consulate, 





Le Méridien Bruxelles Hotel. Via Principe Amedeo 2 
3 Carrefour de! Europe 


To confirm attendance, please write to infosessions~- ad@gsb.uchicago.edu 
or call +34.-93-505-2156 





yourself 

















For further information call us 
+44 (0)207 477 8607/8 or 8989 
Lines are open 10 am - 5 pm 
Monday - Friday 


Email: cubs-postgrad@city.ac.uk 


City University Business School 
Frobisher Crescent 

Barbican Centre 

London EC2Y 8HB 

United Kingdom 


www. business.city.ac.uk 


















MBA Programmes 


At City University Business School we believe an MBA is an Investment. 


Our City of London location will put you at the heart of one of the world’s most 
prestigious business centres, where the networking opportunities are unmatched. 


While you receive a broad base of interpersonal skills, you can also major in: 


. 
e 
. 
. 


Find out more about our Full and Part-time MBAs at an Information Session: 
e Wednesday 28th March 2001 

¢ Wednesday 2nd May 2001 

e Tuesday 22nd May 2001 

At City University Business School. 


General Management 
Finance 


Management of Technology/E-Commerce 
International Business 


It all adds up to an opportunity that will make a difference to your future career. 






The University for business 
and the professions 
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Learn the Tricks of the 


Trade. 


Nottingham University Business School 


MBA Programmes 
D 
For lomorrows 


APU’s MBA in Global Finance program 
offers the latest in theory and practical 
applications. Through internships, 


extensive classroom study, team projects, 
case studies, and exclusive access to our 


trading room, FactSet and Bloomberg 


9 Distinctive MBA Programmes 


Terminals, you'll graduate with all 


the tricks of the trade. 


*General MBA -International MBA +MBA Finance 
*Public Services MBA +MBA Insurance Management 
*MBA Risk and Insurance +Executive MBA 


Call 1-800-252-7528, or access 


www.alaskapacific.org to learn more. 
ALASKA PACIFIC 
UN- I -M EPRS: EE Y 


We mean Business. 





*Modular MBA +MBA in Singapore 


For further details contact the MBA Office: 
Nottingham University Business School 
Jubilee Campus, Wollaton Road, Nottingham NG8 1BB 


Telephone: 0115 951 5500 Fax: 0115 951 5503 


e-mail: mba@nottingham.ac.uk 
www.nottingham.ac.uk/business 


Enrol as a manager, emerge as a leader. 


Accelerated 
Development 
Programme 


Make the transition to 
general management. 


Four-week programmes 


© 24 June - 20 July 2001 
© 4 - 30 November 2001 


Two two-week modules 
GUSAS © 18 - 30 March & 
EONS 3-15 June 2001 


© 14 - 26 October & 
2 - 14 December 2001 


m 
@ 





EXECUTIVE 
EDUCATION 
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"I have taken away a maximum of knowledge in a minimum of time. | could not have gained the 
required general management skills any faster". 
VIVIANE REICHERT, MANAGER OF SERVICE QUALITY DEVELOPMENT, TNT, THE NETHERLANDS 


You are ambitious and already a highly successful manager within your area of expertise. Now you are ready 
to move on to general management and tackle broader business challenges. Our Accelerated Development 
Programme is designed to help you do just that, as it prepares today’s managers to be tomorrow's leaders. 
You will accelerate your development by:- 


e broadening your technical skills, including finance & accounting, marketing and operations management 
e strengthening your leadership & interpersonal skills so that you have a greater ability to inspire and motivate 
e developing your strategic abilities so that you are able to provide your team with a clear vision. 


Your reward at the end of four intensive weeks will be the knowledge, skills and confidence you need to take 
a big step forward in your career. 


Regent's Park 

London NW1 4SA, UK 
Contact: Karen Nisbett 

Tel: +44 (0) 20 7706 6835 
Fax: +44 (0) 20 7724 6051 


London 
Business 


London Business School 


School 





exists to advance learning 

and research in email: execinfo@london.edu 

business and management transforming futures 
AD 0002 www.london.edu/execed 


Business 
School 
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Privatization, Regulatory Reform & Corporate Governance 


June 25 ~ July 13, 2001 Princeton, New Jersey, USA 
Director, Eytan Sheshinski 


+ The Record on Performance and 


Reform of State-Owned Enterprises 


+ The Rationale for and Problems of 


Public Ownership 


+ Privatization of Natural Monopolies: 


Theory and Evidence 


+ Regulation: Structure and Methods 
+ Deregulation and Competition Policy 


* Labor and Privatization 







Workshop includes working trips to Washington, DC (World Bank) and 
a Wall Street Investment Bank 


Lecturers in previous workshops (held at HIID, Harvard University) include: 
Kenneth Arrow, William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz 
and Lawrence Summers 


PRINCETON UNIVERSITY 
Woodrow Wilson School of Public and International Affairs 


in collaboration with the World Bank 
World Bank Institute and Private Sector Advisory Services 


+ Methods of Privatization: Auctions, Share 
Flotation, Concessions and Strategic 
Investors 


* Mass Privatization in Transition 
Economies 


+ Recent Privatizations: Data and 
Conclusions 


+ Post Privatization Corporate Governance 


+ Sector Case Studies (Telecommunica- 
tions, Transportation, Utilities) 





















Woodrow Wilson School of Public and International Affairs 


Robertson Hall, Pring 


y Universi 


neeton, NJ 085-14. USA 


http:/jwww.wws.princeton.edu/~reform 















HONG KONG 
Michael Foggo 
Tel: +852 2542 1177 
Fax: +852 2545 0550 


‘LL.M./Masters 
in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVER 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.LT) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme. 
Course Modules include: 
* Principles of International Taxation + Tax Treaties 

* Offshore Financial Centres * Anti-avoidance 

* Trusts and other entities * Transfer Pricing 

e international Tax Planning « E-Commerce Taxation 
+ Global Estate Planning & Asset Protection 


A. St.Thomas University 
AA. School of Law » miami, Florida 


For more information please contact: 


hk@SovereignGroup.com 






















UNITED KINGDOM USA 

Simon Denton Coleman Foster 
Tel: +44 (0)20 7479 7070 Tek: +1 (877) 301 4736 
Fax: +44 (0)20 7439 4436 Fax: +1 (305) 474 2461 
uk@SovereignGroup.com —_ cfoster@SovereignGraup.com 












www.stu.edu/tax 

















a Electronic Commerce 
Management: 

Strategy, implementation 
and Exploitation 

Clive Holtham & 

Nigel Courtney 

8 - 9 February 


Understanding Turbulent 
Futures: 

Creating an Organisational 
Memory for the Future 

Erik Larsen & Alessandro Lomi 
22 - 23 February 


Business Finance for 
Non-Financial Specialists 
Moharnmed Choudhury 
42-14 March 

02-04 July 


pa 








Executive 
Development 


Managing the Dynamics 
of Strategy Design 

Ari Ginsberg & Eric Larsen 
15 - 16 March 


Marketing Financial Services 
Geoffrey Randall & Greg Harris 
29 - 30 March 


Creating Value: 

Shaping Tomorrow's Business 
Shiv Mathur 

5 - 6 April 


Mastering Negotiation 
Chris Brady and Eric Evans 
17 - 18 May 





For further information please contact Client Support 
Tel: 020 7477 8710 Fax: 020 7477 8882 


Email: execdevelop@city.ac.uk 


www.business.city.ac.uk/ed 


p 


| 
| 


The Tinbergen 
Graduate School 
offers a Master's 

Programme in 

Economics, 

an intensive one 
year programme 
leading to a 

| Master's of 
i Philosophy in 
Economics. 

The programme is 
demanding, 

and serves as 

i an excellent 
preparation for 
students who are 
aiming at a PhD in 


i as for those who. 


policy advising 
| organizations: 


O 


| 
| 








Economics as well: 


wish to pursue. 
their career in top 
consultancy or >. 


admission requirements and the application procedure, | 












Core courses are offered in: 

= Microeconomics » Macroeconomics 

s Mathematics for Economists » Econometrics 
a Advanced Econometrics » Organization 


Specialised courses are offered in: 
« International Trade and Development 
= Monetary Economics « Finance 

a Labour Economics « Public Econornics, 
s Microeconomic Theory =» Game Theo! 










writing of a supervised doctorate thesis. 
For information on both programmes, scholarships, 


please visit our website http://www.tinbergen.ni 


tions have to be submitted by e-mail before 
2001. The application form can be downloaded fri 

web. GRE test scores are required for a valid applica: i 
tion. Appendices can be sent by surface mail: Tinbergen 
Institute, Director of Graduate Studies, Burg. Oudiaan 
50, NL-2062 PA Rotterdam, The Netherlands. Email: | 
address for correspondence: applica’ ns@tinbergen.ni 


tinbergen institut 
institute for Economic Research of ı aS! 


Universiteit Rotterdam, Universiteit vi 
Amsterdam and Vrije Universiteit Amsterdam 
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HUMAN RIGHTS WATCH, the international 
- human rights organization, is seeking applicants for 
‘gla The United Nations | « WASHINGTON ADVOCACY DIRECTOR to be based 
ZN University RI ; in our Washington, D. C. office 


World Institute for Development Economics Research 
(WIDER) 


Helsinki, Finland 





























The Washington Advocacy Director will coordinate Human Rights 
Watch's efforts to shape U.S. domestic and international human rights 
policy on issues of rade, aid, private and public diplomacy, and military 

and police relations. The Washington Advocacy Director also will take the 
lead on certain overarching issues such as the U.S. pasture on the International 


Research Fellows (Two positions L-3 and L-4) Criminal Court or the use of sanctions to promote human rights 
WIDER, a leading research centre of the United Nations University, is seeking two Other current and upcoming vacancies include: 
Research Fellows, each to direct a research project, assist in the management of To be based in New York Cit 


s research ; r ibute to the traini ” e. : : - : 
the research programme and contribute to the training programme o RESEARCHER ON THE FORMER YUGOSLAA Rosona cedonia & Albania) 
Successful candidates are expected to have a PhD-in development economics * RESEARCHER ON THE FORMER YUGOSLAVIA (Croatia and Bosnia-Hercegovina) 
or a related field, about 10 years (5 years in the case of the L-3 position) of * CHILDREN'S RIGHTS RESEARCHER © PERSONNEL MANAGER * WEB ADVOCATE 


experience in teaching and research, and a strong record of publications in 


reputable journals or similar outlets, Fluency in English is essential, together * ADVOCACY CONSULTANT FOR THE INTERNATIONAL CRIMINAL COURT CAMPAIGN 


with familiarity with standard computer packages for word processing, * AMERICAS DIVISION ADVOCACY DIRECTOR © ARMS DIVISION ADVOCACY DIRECTOR 
statistical analysis and e-mail communication. initial appointment will be on © ARMS DIVISION RESEARCHER 


a two year contract, with the possibility of renewal. 
be ba: 


The posts carry remuneration at the L-3 and L-4 levels of the United Nations © RESEARCHER ON THE CAUCASUS 
salary scale with post adjustment and standard UN benefits and allowances, 


Applications, including curriculum vitae, names of referees and a publication To be based in Hong Kong PART-TIME OFFICE ASSISTANT j : = 


list should be received by 2nd March 2001 at the following address: 


















To be based in Washington, D.C: 















To be based in sub-Saharan Africa: 














Chief, Administrative and Programme Services * ARMS DIVISION FELD INVESTIGATOR ON WEST AND CENTRAL AFRICA. 

PA a ituri 6 B See the full text of these and other upcoming postings on our website: 
él ii Oo 

00160 Helsinki www.hrw.org 

Finland or call: 212-290-4700 ext 315. 


Fax: 358-9-615 99333 Salaries negotiable. Excellent benefits, incl. generous health & pension plans, and 20 vac. daysiyr, EOE. 


APPLICATIONS {indicating position of interest} MUST INCLUDE cover letter, resume, references and an unedit- 


ed writing sample. 
HUMAN RIGHTS WATCH 
350 Fifth Avenue, 34th Fi, New York, N.Y, 10118-3299 USA FAX: 212-736-1300 







Please refer to the WIDER homepage under vacancies for details: 
http://www.wider.unu.edu 






Recognized as the world’s most flexible Distance 
Leaming MBA or DBA/Ph.D, No bachelors degree 
required for the MBA {or Master's for DBA) if you have 
significant work experience, No time limits, minimum 
or maximum. MBA usually takes one year, DBA two 
Transfer students welcome. No required courses, 
You will. nat have to study material you already know or 
do not need. No exams, instead you write papers, 
Leam from successful business leaders/authors TRA i ’ A 
many are millionaires). Faculty members wanted Henry A. Kissinger Scholar at the Library of Congress 
ushmore University, Dakota Dunes, SD USA / 805- $ 
232-0037 ec@rushmore.edu www.distancemba.com 










The Kissinger Scholar will be a senior, distinguished, nine-month scholarly 
appointment at the Library of Congress for sustained research on issues of foreign 
policy and international affairs related to the United States, using the resources of the 
Library. The stipend for the nine-month peciod will be $100,000. The Scholar will be 
provided with research space and services at the Library of Congress. 






tensive 12-Month M.S.in 
ji Sodi COMPUTATIONAL 
"ND Cen! Send reaume FINANCE 

Oea AA Aara ME IUTE IEN apply now for Fall 2001! 


pce edu www.cse.ogi.edu/CompFin/ 











Candidates may apply directly, using the application form available on tine CURL: 
www.loc.gov/kissinger), or obtainable by fax or mail from the Office of Scholarly 
programs at the Library of Congress (address below), Candidates also may be 
identified to the Selection Committee by nomination, Once it is determined that the 
nominee is willing to be a candidate, he or she will be sent the application form. 













Applications will require a brief statement (no more than three double-spaced pages} 
of the proposed research, an indication of the kinds of material at the Library of 
Congress that will be of use in the research, evidence of prior scholarly work and 
publication, and the names of three people who can be reached for letters of 
recommendation, Completed applications and supporting material should be 
postmarked no later than February 15, 2001, and sent to: 













Kissinger Scholar Selection Committee 
Office of Scholariy Programs 
Library of Congress LJ 120 
101 Independence Ave., SE 
Washington, DC 20540-4860, USA 











The University of Durham MBA comes in three AMBA accredited 
study options ~ Full-time, Part-time or Distance Learning. 
Find us @ www.durac.uk/udbs or call +44 191 487 1422, 








Tel, 1-202-707-3302 
Fax 1-203-707-3595 
Email scholarly @ loc. gov 












University of Durham 
BUSINESS SCHOOL 





Applications may be submitted by fax or email, but a hard copy should alse be sent as 
confirmation. 


AOROON UNE ROGO 





Investing in excellence in teaching and research 
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Join the Diplomatic Service, and help represent modern 
Britain overseas and deliver the government's foreign policy 
objectives. 

Today foreign policy is more relevant than ever to the 
daily lives of British people. in the modern world, nations are 
increasingly interdependent. More British people than ever 
before travel or live overseas. More British jobs depend on 
overseas trade and inward investment. The Diplomatie Service 
is involved across the board, representing the UK both in 
multilateral settings like the United Nations and EU and in 
individual countries, Wherever Britain is represented, our 
people are at work. We're involved in a vast range of issues, 
from human rights to international security policy to consular 
and immigration. If you want to find out more about us, just 
click on our website www, fco.gov.uk 

So what sort of people are we looking for? There isn't a 
type ~ just a set of qualities that can be found in all walks 
of life. That's not to say that the standards we set aren't 
demanding - we need to know that the people we send out 
are capable of tackling anything events can throw at them - 


-but it does mean that we're actively seeking people from a 


great variety of backgrounds. Don't assume it's not for you, 
because we certainly won't. 

You will need to be a British Citizen and, you are likely 
to be of good graduate calibre, have good IT and possibly 
foreign language skills, and have a track record of success in 
whichever direction you've followed to date. Your career 
shows you to be a natural manager, able to cope with 


AB, 
RS lt 
Utes: 
~ 


j CAPITA RÁS 


Foreign & Commonwealth Office 


SALES MANAGER 


WEST COAST 


budgets, staff and operations and make a team work well. 
You're highiy adaptable, and think on your feet to reach 
good decisions, fast. You also have strong analytical, 
negotiating and presentation skills, political. awareness and 
a keen interest in international. affairs; and you're an 
excellent communicator, with the ability to connect with 
and be heard by people at all levels and from a range of 
cultures. 

in return we offer a first class training package, 
challenging global assignments overseas and in London, and 
opportunities for flexible working. You may not want to join 
us permanently. That's fine, Organisations like ours can 
benefit from people with particular skills joining us for less 
than a lifelong career. But we hope you will want to stay for 
at least 5 years. And we would like to hear from you just as 
much if you are interested in a long-term career with us, 

All we're asking you to do for now is find out more by 
contacting Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB, or telephone 01325 
745170 (24 hours} or fax 01256 383787. Internet: 
www.rasnet.co.uk Please quote reference B5397. Completed 
applications must be returned by 15 February 2001. 

In representing Britain overseas, the Foreign and 
Commonwealth Office aims to represent the diversity of 
British society. Applications are welcomed from all suitably 
qualified individuals irrespective of race, gender or disability. 
All applications will be treated on merit on the basis of fair 
and open competition. 


Global Business Information 


Are you seeking the growth of a dot.com company, but with the security and success record of a well-established brand? Then 
you may want to apply for an exciting new sales position with The Economist Intelligence Unit, the business information arm 
of The Economist Group. The world leader in country intelligence, the Economist Intelligence Unit provides executives with 
analysis on doing business in 195 countries through a range of leading-edge electronic information services. Our global 
business expertise, blue-chip roster of clients and team-based culture offer an inspiring environment for international-minded 
individuals. 


In this key sales leadership role based in NY or CA, you will drive revenue by building on our successful customer base on 
the West Coast. We will look to you to create and implement the West Coast sales plan and develop a clear strategy for selling 
EIU products, finding and taking advantage of sales opportunities, and making presentations. Position involves 50% travel and 
competitive compensation plan. To qualify, you must have at least 3-5 years of successful experience selling business 
information to executives; strong international business knowledge; and excellent interpersonal, communication, presentation 
and follow-through skills. Proficiency in MS Office, sales contact software and knowledge of the Internet technology is 
required, 





Choose EIU. . . and build your career at one of the world’s most respected names in international publishing. For immediate 
consideration, please forward resume, indicating salary history and requirements, to: 

FIU-HR, 111 W. 57th Street, 7th FI., New York, NY 10019 

e-mail: eiujobs@eiu.com 

Fax: 212-586-1187 

EQE 


ELU 


The Economist 
Intelligence Unit 
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ActionAid’s mission is to work with poor and marginalized people to eradicate poverty and injustice and the inequity 
_ that cause it. ActionAid is a leading international NGO working in 30 countries in Africa, Asia and Latin America. 


International Food Rights 
Campaign Director 


ActionAid is seeking a dedicated, value driven individual to lead 
and provide strategic direction and management of the 
International Food Rights Campaign. The Campaign has a strong 
team of 15 full time staff working in 11 locations worldwide, is 
rooted in our long established country programmes and has a 
significant profile both nationally and internationally. 


fluency in English. 


An experienced advocate and/or campaigner with first class 


negotiating skills you will have proven team development and 
leadership skills coupled with a thorough understanding of the 
requirements of long distance management. A broad 


understanding of international institutions and policy processes 
is critical to success, as is familiarity with the debates on trade, 
poverty and food security. You will have a strong gender 
perspective as weil as experience of managing budgets and 
fundraising. The ability to travel extensively is essential, as is 


The contract is for two years initially and the postholder will be 
based in either the UK or one of the eleven countries where 
the Campaign is active. 


If you would like further information, a copy of the job description or an application form, please contact the HR 
Department via email : jobs@actionaid.org.uk or by fax +44 1460 66871. 


The closing date for applications is 19 February 2001 and interviews will be held in London. 


Please note that only shortlisted applicants will be contacted. 


ActionAid website: www.actionaid.org 


Bank for 
International 
Settlements 


The Bank for International 
Settlements is an international 
financial organisation that 
promotes central bank 
cooperation and provides 
banking services to central 
banks and international 
organisations. Based in Basel, 
Switzerland, with a 
representative office for Asia 
and the Pacific in Hong Kong, 
the BIS has around 500 staff 
from some 35 countries. 


www.bis.org 


Job description 


Counterparty credit analysis and 
grading with particular emphasis on 
corporate credit and asset-backed 
securities. Develops contacts with 
existing and potential counterparties. 


Contributes to credit strategy; 
formulates (in agreement with the line 
manager) credit policy for approval by 
senior management of the Bank, and 
defines credit limit structures. 


Prepares documentation and reporting 
for credit strategy/policy meetings and 
for the Finance Committee. 


Contributes to development of the 
infra-structure, credit processes and 
systems. $ 


Credit Risk Analyst in Credit Risk Control 


Job requirements 


University degree 
economics or finance). Post-graduate 
diploma desirable. 


At least 5 years’ working experience in a 
major financial institution and/or 
ratings agency. At least 2 years’ 
experience of analysing corporate 
credit and asset-backed securities. 


Good team worker with personal 
initiative. 

English essential. Another major world 
language desirable. 


Excellent drafting skills (in English). 


The BIS offers attractive conditions of employment in an international environment and 
excellent welfare benefits. Information on the BIS, including research papers and other 


publications, is available on the BIS web site. 


Candidates should send their application and detailed curriculum vitae to Human Resources, 
Bank for International Settlements, CH-4002 Basel, Switzerland, quoting reference 00728. 
Please note that applications received after 31 January 2001 cannot be considered. 
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Dames & Moore 


A one of the world’s leading engineering, environmental and 
technical services consultancy (16,000 staff located in more. than 
300 offices), URS provides cost-effective environmental and engineering 
related services that are operational or strategic in nature to the private 
gnd publie sector. URS offers a wide range of services, providing a 
complete portfolio of environmental services in; environmental 
Management, environmental engineering, soil and groundwater. 

























We have three opportunities for motivated and energetic individuals in 
the economics, corporate social responsibility and M&E fields. 


Principal-in-charge, Economics and Business Consultancy (£50k+) 















We are seeking a monager/leader with a minimum of 10 years experience 
t6:further develop our London-based Economics and Business Strategy (EBS) 
Unit: EBS provides a wide range of consultancy services including; economic 
Fand financial apprisal, economic impact assessments, project and 
programme evaluation, business development and enviromental economics. 
“The post has full responsibility for the growth, profitability and operations of the 
EBS Unit which includes business development, consulting, marketing. team 
leadership/project management, quality assurance, general management 
and financial monitoring. 





Essential qualifications include: 








* 10- 15 years experience in high level corporate business management or 
economics business consultancy. 

* A sound track record of business development in a multi-disciplinary 
consultancy practice. 

* Astrong network of potential corporate and government clients in the UK. 

* An advanced degree in an appropriate discipline (econmics, business 

management, finance, etc.) 







Senior Consultant, Social responsibility and impact assessments 
(£35-40k) 


The post will involve consultancy and business development for social 
impact assessment and corporate responsibility in both the private and public 
sectors and may include specific focus on poverty reduction, The successful 
candidate will be responsible for assessing all aspects of social responsibility 
and impact resulting from private sector investment and development aid 
funding. 






Essential qualifications include: 






+ 10 years UK and international development experience 

+ A strong track record of business development in a multi-disciplinary 
consultancy practice, including proposal writing. 

+ Astrong network of potential corporate and government clients 

* A track record in working with development agencies (in particular DFID) 

* NGO experience will be of significant benefit 

* Specific skills in networking, logframes and PCM will be an advantage 

+ An advanced degree in an appropriate discipline (social science, 

anthropology, socio-economics, etc.) 


Consultant: Monitoring and Evaluation (£30-40k) 






This position will provide consultancy and technical advice in monitoring 
and evaluation of institutional development projects in Central Europe ond the 
Balkans. The successful applicant will need to be able to offer institutionat 

business networks (eg DFID, UN, EU - within Member States or External Relations) 


Essentiol qualifications include: 





* A thorough understanding of muitilateral assistance agency funding 
mechanisms especially EU Phare. 

* Aworking knowledge of logframe methodology & PCM 

* 8 years professional experience 

* Practical experience in Central and Eastern Europe 

* Proposal preparation and marketing/networking in the assistance 
funded sector 

+ Report writing skills and strong analytical capability. 





All positions will be based at the London office (Wimbledon) 


Closing date 2nd February 2001. Please send applications by email fo: 
Mr. Steve Laking, Managing Principal, */. Miss Fiona Whyte 
fiona_whyte@urscom.com 

























Strategic Comments 


The International Institute for Strategic Studies (ISS) in 
London is to appoint a senior member of staff to serve 
principally as Editor of Strategic Comments, its regular online 
briefing series on strategic and international affairs. Can- 
didates must have a broad and deep knowledge of 
international affairs gained through their own research and 
writing and/or wide-ranging direct policy experience. The 
Editor of Strategic Comments is responsible for commis- 
sioning and editing contributions, marketing the product, 
and negotiating the syndication of its contents in the inter- 
national press. Recognised expertise in some area of the 
Institute’s work is essential, as is analytical rigour and an 
eye for detail. The post is open from 15 March 2001. 


The successful candidate will report to the Director, and will 
carry out other research, management and editorial func- 
tions. The position offers a highly competitive salary and 
benefits package. Applications, consisting of a curriculum 
vitae, a covering letter and names of referees, should be sent 
by fax or letter only to: Dr John Chipman, Director, IISS, 
Arundel House, 13-15 Arundel Street, London WC2R 3DX, 
UK. Closing date for applications: Monday 19 February 2001. 










































http://www. iiss.org 


@avi 


international AIDS 
Vaccine Initiative 


IAVI is an international non-profit organisation 
committed to ensuring the development of safe, 
effective, accessible, preventive HIV vaccines for use 
throughout the world, IAV!’ activities are focused on 
four areas: accelerating scientific progress, mobilizing 
support for vaccine development, encouraging 
industrial participation, and assuring that once a 
vaccine is developed it will be accessible. 


AIDS VACCINE PREPAREDNESS OPPORTUNITIES 


{AVI wishes to recruit two exceptional individuals to support its activities in 
developing countries. These will be senior full time appointments based in New 
York and will involve extensive travel. 


VICE-PRESIDENT: Responsible for developing, implementing and monitoring 
IAVI's non-science activities in developing countries. This will include 
coordinating country teams (currently China, India, Kenya, South Africa and 
Uganda) and building on and nurturing IAV!'s relationships in the developing 
world. 


DIRECTOR: Responsible for developing and implementing a strategy for 
increasing knowledge of HIV vaccine issues at the national and community level 
as well as preparing the ground for vaccine trials. 


Candidates for the VP post will have strong management skills, at least 10 years 
professional experience in public health or a health related area in an 
international. context, and at least 6 years spent living and working in Africa, Asia 
or Latin America. Candidates for the Director post will have a strong community 
development background, at least 7 years professional experience in public 
health or a health related area in an international context, and at least 4 years 


spent living and working in Africa, Asia or Latin America. Fluency in English, 
strong interpersonal and excellent written and oral communication skills are 
essential for both Posts. Successful candidates will be committed to IAVI's 
mission and have the enthusiasm, communication and advocacy skills to move 
IAVI's agenda forward with a wide range of audiences. 


To obtain more information on these posts and how to apply, email 
vpsearch@iavi.org, visit the IAV! website or telephone (1) 212 847 1066. 
Applications will close on 16 February. 


For more information about IAVI and other job opportunities please visit the IAVI 
website: www.iavi.org 
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The creme always rises to the top, so 

why shouldn’t you? 
Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning $100K+ per 
year, we can assist you in attaining your goals, Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is-not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
{619} 224-9268 or E-mail: 102224.3306 @compuserve.com and open the 
doors to opportunity today. 


Resume 
Broadcast t 
laternational 





Resume Broadcast international 

P.O. Box 6930, San Diego, California 92166, USA. 
Tel; 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @compuserve.com 
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ECONOMIC REGULATION OF THE WATER INDUSTRY 
SENIOR ECONOMIST 


Central Birmingham 
c£35,000 depending on experience and qualifications 


The Office of Water Services (Ofwat) is the economic 
regulator of the privatised water and sewerage companies in 
England and Wales, and is responsible for ensuring they provide a 
good quality service at a fair price. 

Ofwat is looking for an experienced economist to work in 
its Economic Affairs Division in the Competition Policy Team. The 
role offers the opportunity to develop and implement policies on 
the development of competition in the water industry - policies 
which will have a considerable influence over the future direction 
of the water industry. 

You must have a good degree in Economics, or a field of 
Applied Economics, together with at least three to four years’ 
relevant experience. 

The ability to analyse complex policy issues and demonstrate 
strong numerical and communication skills is essential. You will 
need to show evidence of original thought and be capable of 
expressing complex ideas simply and logically. A background in 
utility regulation or the water industry, and knowledge of pricing or 
competition issues is also desirable. Able to work to tight deadlines, 
you must be highly motivated and flexible. 

Ofwat offers a good range of benefits including a 
non-contributory pension scheme. Relocation assistance may be 
given where appropriate. 

For an application pack and further details please 
telephone 0121 625 1324 (24 hour answerphone) or write to 
Miss M Hammond, Office of Water Services, Centre City Tower, 
7 Hill Street, Birmingham B5 4UA quoting reference 407. 

Closing date: 5 February 2001. 

Please note that CVs cannot be accepted without a 
completed application form. 

We are an equal opportunities employer and welcome 
applications from all suitably qualified individuals. For the well 
being and comfort of our staff, all our offices operate a no-smoking 
policy. 


wow.ofwatl.gov.uk 








THE. ECONOMIST JANUARY LOTH 2001 








Commodities Analyst 


Established commodities research company based in London requires qualified and experienced 
analysts to join growing team. The ideal candidate is an independent thinker with a degree 
in economics or similar, and preferably with at least two years’ experience in commodities 
and/or financia! markets research. Specific requirements include fluency in English, a high 
level of computer literacy, ability to handle large volumes of data and excellent analytical 
and presentation skills. Some experience in modelling and a second language strong 
recommendations. The position involves frequent international travel. Candidates should 
be eligible to work in the UK. Attractive package, negotiable for the nght candidate. Please 
send CV to recruitment@gims.co.uk 





Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Pax: Email: 
USA/Canada +} 202 4781698 — cpamerica@careerpath.co,uk 
Europe +44 20 75048280 areerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 kk. loxinfo.co.th 





Senior Health Economist 

The Health Technology Board for Scotland — a new special Health 
Board based in Glasgow — provides advice to the NHS in Scotland 
on the clinical and cost effectiveness of new and existing health 
technologies. Our core team will perform Health Technology 
Assessments in house, working with topic specific experts 
and the Management Board to ensure production of clear, 
robust assessments that can withstand scientific scrutiny. 


Within this high profile, key role you will be responsible for 

the overall health economics input to HTBS assessments, 
facilitating value for money judgements. You will be responsible 
for performing economic evaluations that are widely respected ` 
and will lead to implementation of HTBS advice in the NHSIS. 

In addition, you will also assist in providing a Scottish perspective 
on all NICE appraisals and drive initiatives to improve education 
in Health Technology Assessment. 


For the suitable candidate, an Honorary Chair in the Social Sciences 
or Medical Department of a Scottish University will be created. 


To succeed, you will have a degree in economics, a postgraduate 
qualification in a relevant subject - and at least 10 years’ 
experience of performing economic analysis within a health 
care environment. You will also demonstrate a sound knowledge 
of designing and conducting economic analysis studies, 
combined with first class presentation and negotiating skills. 
The ability to engender trust and respect with a wide range 

of people is key. Naturally, you will be flexible, diplomatic 

and a team player with excellent attention to detail. 


Application forms and further particulars are available from 
the HR Section, SCPMDE, 4th Floor, Hobart House, 80 Hanover 
Street, Edinburgh EH2 1EL, 
tel: 0131 220 8624, to whom 


eight copies of the completed | 
application form, quoting | 
Ref. HTBS090101, should be E i 


premenenia, 





returned by 2 February 2001. 


teath Tochanlogy Beard f 
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At the heart of 

















































Government Economic Advisers work at the heart of 


be no greater challenge and no greater responsibility. We 
currently have vacancies in the following departments: 


Ministry of Agriculture, Fisheries and 


Food (London) 
Salary range £32,910 - £47,270 


There is a vacancy for Head of Branch (Grade 7) in Economics 
(International) Division. The Division is responsible for wide-ranging 
assessments of the CAP and other policies conferring support on 


WTO negotiations relating to agriculture; and assessments of the 
economic consequences of the enlargement of the Union towards 
central and eastern Europe. 


and Whitehall and with officials from the European Commission, the 
OECD and member states of the Union. 


Inland Revenue (London) 
Salary range £37,740 - £49,660 


after three years) 


is creating new opportunities for economists in the Revenue. Two 


issues including the informal economy, e-business and the 
other tax issues. 


There may also be vacancies in the Department of Social Security 
and HM Treasury. 


analysis experience. You will need strong analytical abilities and 
developed critical faculties. We will also require excellent 


an ability to identify and distil important issues rapidly and the 


with the possibility of permanency at a later date, will also be 
considered. 


For further details and an application form (to be returned by 
Wednesday, 7 February 2001), write to Anne Bateman or 
Harjinder Chana, EGMU, HM Treasury, Parliament Street, 
London SWIP 3AG or telephone 020 7270 5073/4835. 


The Civil Service is an Equal Opportunities employer. 
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government policy making 


Economic Advisers 
in HM Government Economic Service 


government policy making; for economists there can surely 





agriculture in the European Union and internationally. Current areas of 
the Division’s work include preparation for negotiations on the future of 
the CAP likely to take place next year; analysis in support of the current 


You will work closely with economists and policymakers within MAFF 


(with consideration for progression to £45,900 - £59,850 


The growing use of tax as an instrument of economic and social policy 
posts are currently available. One is for an economist to work on the 
evaluation of the Working Families Tax Credit and the development of 
policy on future tax credits. The second post will advise on a range of 


Department's strategic planning. Further vacancies may also arise on 
In addition to a good Economics degree and preferably a Master's 
qualification, you will need at least four years’ professional economic 
interpersonal, teamworking and communication skills, together with 


flexibility to cope with competing demands. The posts are offered on 
a permanent basis but Fixed Term Appointments for two - three years, 


Fax: 020 7270 4862. E-mail: anne.bateman@hm-treasury.gov.uk 
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educational programmes, to provide expert ád 
educational programmes, policies and strategies o 


higher education needs in th 
lar expertise in general < 
administrative skills; < 


and experience. 
managerial res; 


in English, 





BUDGET POLICY AND TREASURY ADVISORS 


‘The U.S. Department of the Treasury is competitively recruiting individuals to serve as residem and 
intermittent budget policy, treasury and macroeconomic advisors to governmental officials of transitional 
and emerging economies. Resident and intermittent assignments may be made worldwide, but most will 
occur in Central and Eastern Europe, the former Soviet Union and Southeastern Europe, For budget 
development, Advisors may assist in the creation of laws and regulations, improved budget classification 
schemes, incorporating better forecasting methodologies into the budget process, and assistance in 
implementing new procedures und budget presentations. For budget execution and treasury, Advisors may 
assist in establishing/strengthening treasury functions, including developing new expenditure regulations, 
charts of accounts and other coding structures, and cash management systems, Advisors may also assist in 
the structuring of a governmental accounting system. 


Economists may assist in formulating macroeconomic analytical structures and policies, including 
upgrading economic models, the ability of governments to sustain international commitments, and the 
quality of data feeding economic models. 


In addition to worldwide possibilities, the following specific opportunities are likely to be available 
inimediately: 


* Dakar, Senegal: Budget advisor to the Ministry of Finance with special emphasis on introducing 
program/performance budgeting into the ministries of health and education. Working knowledge of 
French strongly preferred. 

‘Thilisi, Georgia: Budget advisor to the Ministry of Finance with an emphasis on implementing strong 
expenditure control measures and a new organic budget law. 

Kiev, Ukraine: Treasury advisor to the Ukrainian Treasury with an emphasis on system development 
and cash management. Experience with, or in-depth understanding of, U.S. Treasury Department's 
Financial Management System is strongly preferred. 

Belgrade, Federal Republic of Yugoslavia: Budget advisor to the Ministry of Finance. Specific terms 
of reference for this advisor will be determined by an assessment mission tw Belgrade in the near future. 





Qualifications: A background in governmental budget proc at the Federal or State level is desirable. 
Applicants should be self-starters. Prior overseas work experience and language skills would be a distinct 
advantage. A Master’s degree in public finance or related fields is preferred. Applicants must be US, 
citizens or U.S. resident aliens. Salaries are negotiable in accordance with governmental regulations and 
negotiated in line with current salary history and market coniparability of similar positions. Overseas 
benefits are provided as allowed by federal regulations. Successful applicants will be subject to a 
background investigation at the appropriate level. 





This position is open and continuous until June 30, 2001. Pools of selected and qualified applicants will 
be interviewed with the following closing dates: January 31, 2001, March 15, 2001; April 30, 2001 and 
June 30, 2001. To Apply, send resume with cover letter, and OF-612 to: 


US. Department of the Treasury 
ATTN: Jacque M. Labovitz 
1310 G Street NW, Suite 400 E 
1506 Pennsylvania Avenue NW 
Washington, DC 20226 


Please reference Solicitation Number SET-2001-0005 on your resume and OF-612, 


Only applicants to be interviewed will be contacted. For application materials, visit our web site at 
bup://www.treas. govfiet/forms.himl or htip//www.eps.gov (click on FBO for vendors to TET-2001-0005), 
‘The U.S. Government is an Equal Opportunity Employer 
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Columbia University 
Mailman School of Public Health 
Heilbrunn Center for Population and Family Health 


Associate or Assistant Professor of Clinical Public Health 


‘The Program on Forced Migration and Health seeks candidates for an Associate or 
Assistant Professor of Clinical Public Health position. The Program is currently 
working primarily in the areas of communicable disease surveillance and control, 
and reproductive health. The successful candidate will have responsibility for 
directing and coordinating research activities, as well as for developing and teaching 
new courses and for procuring additional funds for program activities. 













Successful applicants must have a doctoral degree in a health science area, 
substantial public health field experience in complex emergencies and/or their 
aftermath; an interest in teaching; and a proven ability to organize, conduct, and lead 
research, activities, Foreign language skills, a Master of Public Health degree, and 
teaching experience are all highly desirable. 

Send curriculum vitae to Dr. Ronald J, Waldman, CPFH, 60 Haven Avenue, B-2, 


New York, NY 10032 USA, or by email to rwi78@columbia.edu. Columbia 
University is an equal opportunity/affirmative action employer. 


opportunities including comparative advantage in Kosovo agriculture and agribusiness. 
position requires a continuous policy dialogue with the USAID mission in Kosovo, witht 


UNMIK, FAQ, and major donors. 





and consulting experience. The salary will be paid in US. dollars and the ber 
h similar positions at other Intemational Agricultural Resear h Centers 







is competitive wit 
ARCs), 






Application 
Qualified applicants are invited to send an up to date curriculum vitae including the nane, 
small contact addresses of three referees in a sealed envelape 
’ PO Box 2040, Muscle Shoals, Alabama 35662, USA, ar 








address, telephone, fax and 








to the Personnel Manage 
email dedwards@itde.cs 


Visit FC's website www ifdc.org for a more complete project and job descriprian, 


Policy Advisor 
KOSOVO AGRIBUSINESS DEVELOPMENT PROJECT 


The position will be responsible for conducting policy analysis in wade, privatization, 
taxation and regulatory aspects affecting agribusiness inputs, Guputs and marketing. in 
addition the position will be responsible for conducting a study on direct foreign investment 
The 








The incumbent must have at feast a master’s degree in economics with relevant academic 
its package: 









vor fax: 1/256/361-7408, not later than January 26, 2001, 





Department for 
International 
Development 


DFID 





The Department for International Development will, over the 
next eighteen months, be recruiting up to seven rural 
livelihoods specialists to serve as junior members of advisory 
teams working on programmes to improve the livelihoods of 
the rural poor and reduce poverty in developing countries. 


The vacancies will be overseas or in DFID’s office in Victoria 
Street, London. Candidates must be willing to serve where 
posted, usually on one to three year assignments. Extensive 
travel of some ninety days a year from base is the norm. 


As a Rural Livelihoods Specialist you will: 


* advise on the formulation of policies and strategies for 
improving the livelihoods of poor people dependent on 
agriculture and natural resources, as producers and 
consumers; 

* participate in the identification, appraisal, monitoring, 
review and evaluation of rural poverty reduction 
programmes; and 


* be part of the growing programme of collaboration 
between DFID and other bilateral and multilateral agencies. 


QUALIFICATIONS AND EXPERIENCE 


You must have relevant post-graduate (or equivalent) 
qualifications reflecting knowledge of appropriate natural 
and/or social sciences. Experience of working in development 
for at least two years and in developing countries on rural 
poverty reduction programmes is required. 

A teamplayer with well-developed political awareness, you 
must be an excellent communicator, tactful and able to 
influence others. The ability to complement professional 





Fulfilling Britain’s commitment to reduce world poverty 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in as 
extreme poverty by 2015. 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. | 
istance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


RURAL LIVELIHOODS SPECIALISTS 


LONDON/OVERSEAS 


knowledge and experience with a broad understanding of 
the economic, environmental, institutional and social issues 
underpinning programmes which seek to improve the 
livelihoods of the rural poor and reduce poverty is essential. 
The vacancies include a career development component and 
you will be expected to develop these skills further. 


TERMS OF APPOINTMENT 


The appointments will be for a three-year fixed-term period 
on Home Civil Service terms, (subject to a 10 month 
probationary period) with the possibility of conversion to a 
permanent appointment. Permanent employees must be 
willing to serve where posted around the world or in the UK 
and would be expected to be able to give several years 
service before the normal Civil Service retirement age of 60. 
Subject to this, applications are welcome from people of all 
ages. 

Salaries will be in the range of £26,296 to £31,915 dependent 
on qualifications and experience. When posted overseas tax 
free allowances and a flexible travel package may also be 
available. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. Only 
candidates who are British nationals will be eligible to apply 
for promotion to the Senior Civil Service. 


Closing date: 9 February 2001. 


Application forms can be obtained, quoting reference AH373/5/BG/TE clearly on your envelope, from Department 
for International Development, Abercrombie House, Room AHX375, Eaglesham Road, East Kilbride G75 8EA or 
telephone (01355) 643352 (answerphone) or e-mail group5b2@dfid.gov.uk. http://www.dfid.gov.uk 






but we also work in middle income 
countries, and in Central and Eastern 


mitted to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 


Aost of our 
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consultancy 


NEW OPPORTUNITY 
FOR CONSULTANTS WORLDWIDE 


The most efficient and transparent 
communication tool and Internet service 
for Consultants and Organizations 


If you are a consultant 

- experienced in donor funded (World Bank, European Commission, 
USAID, ...) or private sector projects and/or 

- specialized in one of the sectors covering economic co-operation with 
developing countries, and are 

- losing time sending your resume to hundreds of different 
organizations, 

then register on GoConsultancy’s sophisticated on-line database. 





Consultants have the unique and free of charge opportunity to make their 
skills and experience known and accessible to organizations worldwide. 


Organizations have direct access to a vast database of Consultants when 
looking for expertise for specific projects. 


Please visit the website: 





www.goconsultancy.com 





Senior Research Fellow 


The International Institute for Strategic Studies (IISS) seeks to ap- 
point a Senior Fellow to manage and coordinate a new three-year 
programme on the international policy challenges raised by the 
spread of weapons of mass destruction (WMD). 


The aims of the new programme are: 

e  topromote debate, encourage innovative thinking and 
consolidate European approaches to the challenges raised 
by WMD proliferation; 
to improve the quality of transatlantic debate on WMD; 
to provide specific policy recommendations on key policy 
challenges facing the international community with regard 
to WMD. 


The Senior Fellow will be responsible for organising and supervising 
various activities under the programme. He/she should have demon- 
strable expertise in strategic affairs and politics, with a special empha- 
sis on WMD, proliferation and arms control. A proven track record in 
networking with specialists, government officials and non-govern- 
mental organisations is necessary. The post will be for two years with 
prospects for renewal. Salary will be commensurate with the experi- 
ence of the candidate. 


Letters of Application with full curriculum vitae and the names and 
addresses of three referees should be submitted to Mats Berdal, 
Director of Studies, IISS, Arundel House, 13-15 Arundel Street, Tem- 
ple Place, London WC2R 3DX. Closing date for applications: Mon- 
day 19 February 2001. 


http://www. iiss.org 
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Intellectual Property Specialist/Manager 


The International Maize and Wheat Improvement Center (CIMMYT) has an immediate opening for 
an Intellectual Property Specialis/Manager to work at CIMMYT Headquarters located near Mexico 
City, Mexico, The position will report to the Director General and will be responsible for managing 
CIMMYT’s portfolio of intellectual property and technical property (IP/TP) rights and related issues. 


The Intellectual Property Specialist/Manager will: assist CIMMYT in preparing and coordinating strategic 
responses to IP/TP rights management issues; liaise with other CGIAR centers, public and private agencies 
and organizations, legal advisers, and the CGIAR’s Central Advisory Service (CAS), coordinate and 
develop IP/TP rights management capacity building among CIMMYT staff and clients; supervise IP/TP 
rights management issues among CIMMYT staff and visitors; coordinate CIMMYT committees and task 
forces concerned with IP/TP rights issues; develop and maintain an IP/TP rights documentation database 
and review all related agreements; direct and manage the annual update of CIMMYT’s IP/TP rights audit, 
and provide Freedom-to-Operate (FTO) assessments of CIMMYT research and research products. 


Required qualifications include: an advanced degree in agricultural sciences, biotechnology, agricultural 
related social s, and/or a degree as a legal professional; demonstrated capacity building experience 
with multidisciplinary and multicultural teams; a working knowledge of applicable international treaties 
(CBD, TRIPS, etc.) and their impact on the CGIAR Centers; significant work experience regarding 
scientific, agricultural and IP/TP rights policy issues; proven ability to work with the national agricultural 
research systems. Other important qualifications include a demonstrated understanding of plant 
biotechnology, breeding and/or genetic resources and experience in IP/TP rights management. 


The candidate should possess excellent communication skills in written and spoken English, and an ability 
to form part of an interdisciplinary team and sensitivity to diverse cultures and nationalities. Spanish 
language skills are desirable. 


CIMMYT is an internationally funded, not-for-profit research and training organization headquartered in 
Mexico and affiliated with the Consultative Group on International Agricultural Research (CGIAR). The 
Center’s mission is to help the poor by increasing the productivity, profitability, and sustainability of maize- 
and wheat-based cropping systems while protecting natural resources. CIMMYT has an annual budget of 
approximately US$37.5 million, and a staff of over 800 based in Mexico and 18 other countries. 


CIMMYT is an equal-opportunity employer and strives for staff diversity in gender and nationality. The 
Center makes an effort to accommodate the needs of dual-career couples. CIMMYT's Headquarters are 
located on its main experiment station that is outside, but within easy reach of Mexico City, Mexico. The 
Center's salaries and benefits are competitive with those of other international institutions. Further 
information about CIMMYT and the CGIAR can be obtained via the Internet at 
To apply, please send a letter of application with your recent curriculum vitae, including address and fax 
number, and arrange to have letters of recommendation sent from three referees to the address below, by 
January 31, 2001 or until the position is filled (Reference 2000/07). If you have applied to other 
positions at CIMMYT within the last six months and would like your application to be considered, please 
indicate this and send any new information to the address below. For technical information regarding this 
position, please contact Dr. David Hoisington, Director, Applied Biotechnology Center and Bioinformatics, 


Email: D.Hoisington @cgiar.org 
Human Resources Manager, Code 2000/07 
CIMMYT af 
Apdo. Postal 6-641 06600 Mexico, D.F. MEXICO N a A 
Phone: (+52) 5804-2004 Fax: (+52) 580 CIMMYT 
Email: jobs-cimmyt@cgiar.org or jobs@cimmyt.exch.cgiar.org ve ca 














UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 


Looking for a well qualified and experienced Chief, Provident Fund 
Secretariat, P-5, based at Amman, Jordan to head staff Provident 
Fund, a Contributions-Defined Scheme for 22,000 employees with a 
total market value of $900 million, invested in global bonds and 
equities, through several external fund managers and a global 
custodian, reporting to Comptroller. 

Main functions include: liaising with and monitoring the work of the 
global custodian and the fund managers, ensuring adherence to 
guidelines, achievement of performance standards, accuracy and 
completeness in reporting, liaising with other United Nations Pension 
Funds and those of similar type organizations (EEC, OECD, etc.), 
acting as Secretary of the Provident Fund Advisory Committee and the 
Investment Advisory Committee, coordinating and administering the 
loan scheme, conducting liquidity and demographic studies, handling 
all queries and correspondence in relation to the Provident Fund and 
advising the Provident Fund Advisory Committee on the implications 
of proposed changes to benefits and entitlements. 
Qualifications/Experience Required: Advanced university degree in 
business administration, banking/investment or related subject. Plus 
ten years’ experience of investment/pension fund activity at a senior 
level of which 5 years should be at supervisory level in a large 
governmental, international or commercial organization. 
APPLICATIONS: can be downloaded electronically to: unrwa- 
ahr@unrwa.org. or faxed to Head Recruitment Section, fax #972 8 
6777694. For further information, please contact Head Recruitment 
Section, Tel.#+972 8 6777612. For additional details, refer to website 
http: www.unrwa.org/. Deadline is 28 January 2001. 
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Minimum 10 years experience with international consulting firm, NGO, or 
donor agency (USAID [preferred], World Bank, IDB etc.). Minimum 5 years 
overseas field experience as COP, team leader, or senior technical consultant. 
Excellent interpersonal skills and team collaboration. Experience with 
proposal writing and leading proposal development activities. Good 
marketing/business development skills in environment/natural resources 
sector. Requires 30 to 50% travel time and residence in Burlington, Vermont 
area, 


Email (preferred) full, current, chronological CV to dread@ardinc.com with 


Long-term application form must be submitted with expression of interest. 
Form is located on ARD, Inc.'s website (httpy/www.ardinc.com) in General 
Tools and Resources for Consultants in Jobs area. Download, complete, and 
fax form to contact listed above or mail to D. Read, ARD, Inc., P.O. Box 
1397, Burlington, VT. 05402. 


Only applications meeting above requirements will be 
acknowledged, Position open until filled, 






















Fulfilling Britain’s commitment to reduce world poverty 


iclan with advanced skills in resource economics, environmental 
policy, protected area management, watershed management, governance a/o 
natural resource management. 














"Staff ENR Specialist" in subject fine. 
Or fax to: D. Read, 802-658-4247. 


EOE/w,m,d,v. 























The Institute for Infrastructure 
Finance 


is seeking a candidate for the position of Regional 
Director of New Business Development, based in London. 
This is an exciting opportunity for a bright, motivated 
and well organized professional to contribute to this 
exclusive membership group. The Regional Director 
would be responsible for New Business Development, 
Sales and Client Service to senior executives at 
international corporations and banks involved in the 
development and financing of infrastructure projects 
worldwide. The position requires a fair amount of travel. 
The Institute is one of Institutional Investor Inc.'s private 
membership groups and meets globally three times a 





year. Requirements: excellent 


communication, 


presentation skills, and experience in finance and/or 


sales. Languages a plus. 
Please fax or e-mail CV and remuneration to: 
Galia Gichon 
Fax: 212-224-3805 
E-mail: ggichon@iiconferences.com 








Department for 
International 





Development 


Mamiraua was originally designated as an Ecological Station in 
1990 by the State of Amazonas, This category of environmental 
protection was replaced by that of a Sustainable Development 
Reserve (MSDR) in 1996, the first attempt in Brazil to combine 
biodiversity conservation with the development needs of the 
local population. 


Phase II of DFID’s support to Mamiraua supports the 
implementation of a management plan - developing economic 
and social incentives to protect the reserve and the 
establishment of monitoring systems to measure institutional, 
socio-economic and biodiversity alternatives. The success of 
the MSDR will depend largely on the participation of local 
people (residents and users of the Reserve) in its management, 
their support of its regulations over access and use, and their 
involvement in vigilance and monitoring activities. 


As Project Monitoring Officer, you will work with the project 
team to gain an understanding of the current system, the 
logframe and their expertise in relation to qualitative and 
quantitative data collection and participative methodologies. 


With the Project Team, you will develop a monitoring strategy 
through identifying underlying principles and gaps in the 
current system, while ensuring practical and user friendly 
information is gathered and disseminated to appropriate 
primary and secondary stakeholders. 


A key part of your role will involve assisting the Technical 
Director and programme co-ordinators in successfully 


International Develop 


Application forms can be obtained, quoting reference AH375/3/C/TE clearly on your envelope, from Department for 
ment, Abercrombie House, Room AH375/3, Eaglesham Road, East Kilbride G75 BEA or 























PROJECT MONITORING OFFICER 


TEFE, BRAZIL 


implementing the plan once approval has been given on the 
strategy. 


Training of project staff will also form part of your remit. 
QUALIFICATIONS AND EXPERIENCE 


Educated to degree level in Human or Biological Science, you 
will have five years’ experience in developing participatory 
monitoring systems across a range of projects together with an 
understanding of scientific and developmental data collection 
and monitoring. Exposure to qualitative and quantitative data 
collection systems is essential. 


A working knowledge of a Latin American country preferably 
Brazilian Amazon is preferred. Fluency in Portuguese is 
essential. 

TERMS OF APPOINTMENT 


The post will be for a fixed term period of 2 years and is 
subject to a probationary period. The salary offered will be in 
the range £35,000 to £40,000 p.a. (UK taxable) dependant on 
qualifications and experience and includes an element in lieu 
of superannuation, with attractive substantial tax free 
allowances including regular fare paid passages. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee. status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: 17 February 2001. 


telephone (01355) 843597(answerphone) or e-mail: hrod3c1@dfid.gov.uk —_http://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 


government department res sible for 


promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the DF 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middie income 
countries, and in Central and Eastern 
Europe. 

is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 
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World Learning, a US-based international 
NGO, is recruiting a 
Project Director 
for the USAID Access to Bilingual 
Intercultural Education Project in Guatemala. 
formation, consult 
ing.org or contact Marisa 


at marisa.pelczar@ worldicarning.ore 


Readers are recommended 





to make appropriate enquiries and take 

appropriate advice before sending maney. 
incurring any expense or entering into a binding 
commitment in relation to an advertisement. The 
Economist Newspaper Limited shall not be liable 

to any person for loss or damage incurredor 

suffered as a result of his/her accepting or 

offering to accept an invitation contained in any 





advertisement in the Economist. 


Deadline: 9 February, 2001 


International Banking Advisors 


The U.S. Department of the Treasury’s Office of Technical Assistance is recruiting 
individuals on a competitive basis to serve as resident and/or intermittent banking advisors 
under the Financial Institutions Program. This recruitment is for assignments globally, and 
immediate openings in Albania and the Federal Republic of Yugoslavia (FRY). The Albania 
position the privatization of the Savings Bank of Albania. The FRY position involves 
problem bank resolution. 
QUALIFICATIONS: Treasury is secking candidates who possess expertise in banking and 
finance with specific experience in the recapitalization, restructuring, and privatisation of 
banks, A basic understanding of commercial credit, asset management and disposition, 
deposit guarantee systems, and bank liquidations would be of added benefit. Ideal 
candidates would have experience with the Federal Deposit Insurance Corporation, Office 
of the Comptroller of the Currency, Federal Reserve, Resolution Trust Corporation, 
international financial institutions, and/or commercial banks. Prior overseas experience 
working in challenging environments would be a distinct advantage but is not mandatory. 
While technical skills are essential, the ability to gain the confidence of officials in host 
countries is also very important. 
Candidates must be U.S. citizens. 
SALARY AND BENEFITS: Salaries will be negotiated in accordance with program 
regulations based on demonstrated salary history, but will not exceed $122,400. 
Successful applicants will be subject to a background investigation at the appropriate level. 
This announcement is open and continuous until Thursday February 15 2001, To be 
considered in the first interview pool, application materials must be received by 
Wednesday January 31 2001. 
To apply, please send OF-612 or equivalent form, cover letter and resume to: 
US Department of the Treasury 
Office uf Procurement Services Division Attn: Debra Wright 
1500 Pennsylvania Avenue, NW Room 1310 G - Suite 400E Washington D.C. 20220 
Please reference Solicitation Number IET-2001-0004 on your OF-612 and resume. Only 
applicants to be interviewed will be contacted. For application materials visit our website 
at: wwwtreas.gov/iet/forms.html and www.eps.gov (search by solicitation number 
TET-2001-0004). 
The U.S. Government is an Equal Opportunity Employer 


On 3 : 
feader. In your business commu : i 
+190 9002 certification, ensuring consistent ic. ; 
network-wide quality standards in more than | To learn more about 
20 countries | becoming an AlphaGraphics 


We are currently seeking licencees in Belgium, | Master Franchisee, com- 
France, Germany, Korea, Malaysia, Singapore, piete our online inquiry 
Spain, and Taiwan. Our client base of over 600 

multinational corporations has requested that form under Franchise 
we establish a presence in these markets. | Opportunities at: 


www.alphagraphics.com/international 
AlphaGraphics, inc. 3760 North Commerce Drive Tucson, AZ 85705 USA 
Phone 1.520.293.9200 Fax 1.520.887.2850 
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LONDON SCHOOL OF HYGIENE & 
TROPICAL MEDICINE 


Department of Infectious & Tropical Diseases y 


MARKET ANALYST 
AND ADVISOR FOR 
HANDWASH INITIATIVE 


The Environmental Health Group, based at the London 
School of Hygiene & Tropical Medicine, is establishing 
a handwash initiative aimed at satisfying the huge 
unmet need for washing hands with soap in poor 
communities in developing countries. 


hr 


We are looking for an experienced professional to play 
a key role in: 


e reviewing the state of the global soap market in 
developing and emerging countries; and making the 
case for a public/private partnership in 
hand-washing promotion; 


managing studies of household soap use; 
developing institutional links; 
participating in research and teaching. 


Applicants should have business studies, market analysis 
or similar experience of working with multi-national 
companies in a strategic or advisory role, either as a 
consultant or employee. Proven analytical, communication 
and negotiating skills are required; and a willingness and 
ability to travel up to four months per year is required. 
Fluent written and spoken English and an additional 
language (Spanish or French) would be an advantage. 


Salary in the range of £26,727 to £33,468. The 
appointment will be on the lecturer scale and for 1 year. 


Applications from nationals of developing countries and 
from females would be welcomed. Sabbatical © 
applicants would also be considered. 


For further information about the post and application 
details, contact the Personnel Officer, LSHTM 
(tel. +44 (0) 20-7636 8636, fax +44 (0) 20-7636 4771, 
e-mail personnel@Ishtm.ac.uk) quoting the reference 
VC1. Applications, which must be in the format 
specified, should be submitted by 9 February 2001. 


The London School of Hygiene & Tropical Medicine is an 
equal opportunities employer 








The | 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 


Will Wilkinson, London 
Tel: (44-20) 7830 7000 Fax: (44-20) 7830 7111 
Email: willwilkinson @ economist.com 


Stephen Welch, New York 
Tel: (4-212) 541 5730 Fax: (1-212) 247 1325 
Email: stephenwelch @ economist.com 


Laurence James, Hong Kong 
Tel: (852) 2585 3232 Fax: (852) 2598 1677 
Email: laurencejames @ economist.com 
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‘ANNOUNCEMENTS 


Each year the members of the World 
Economic Forum gather at their Annual 
Meeting in Davos, Switzerland, to discuss 
the key economic, political, social and 
environmental issues on the global agenda. 


This year, the World Economic Forum invites 
you to share the experience of the Annual 
Meeting. Visit our website today to: 
-e view webcasts of Davos sessions 
e send comments and questions on 
critical issues on the global agenda 
learn about our members' efforts to 
_address the Digital Divide and other 
global issues 
e the Knowledge Navigator to explore 
Gi Ith of information from Forum 


The World Economic Forum is the foremost global partnership of business, political, 
intellectual and other leaders of society committed to improving the state of the world. 


Members, constituents and collaborators have a unique opportunity, through their 
association with the World Economic Forum, to engage in processes of developing and 
sharing ideas, opinions and knowledge on the key issues of the global agenda. 


The World Economic Forum is an independent, impartial, not-for-profit Foundation, 
which acts in the spirit of entrepreneurship in the global public interest to further 


economic growth and social progress. www. wefo ru m : org 
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ISTITUTO POLIGRAFICO E ZECCA DELLO STATO 
Head Office 
Piazza Verdi, n. 10 — 00198 Rome - Italy 


Invitation to submit expressions of interest for the acquisition of 
ey 99.9% of the registered share capital of Cartiere Miliani Fabriano S.p.A 


Istituto Poligrafico e Zecca dello Stato (hereafter “IPZS”) has approved the procedure (hereafter the “Procedure”) related to the sale of its entire participation (hereafter 
the “Participation”), equal to 99.9% of the registered share capital held in Cartiere Miliani Fabriani S.p.A (hereafter “CMF” or the “Company”), headquartered in Rome, 
Piazza della Marina 1. 


The Company, established in 1906, operates in the paper and pulp industry. In particular, CMF offers a wide range of high quality paper for different applications in 
offices, schools, the graphic arts industry, the publishing industry and for general artistic use. Furthermore, CMF produces high quality paper for bank notes, securities 
and for other official uses. 


As of December 31$t, 1999, CMF’s total book equity totalled ITL 61,062 million and its 1999 turnover was approximately ITL 292 billion. As of October 315", 2000, the 
Company employed 858 workers, 111 of which were on temporary redundancy. fund (Cassa Integrazione Guadagni). 


IPZS therefore intends to solicit expressions of interest in relation to the acquisition of the Participation. 


With respect to this transaction, IPZS will rely on the joint assistance of KPMG Corporate Finance, Division of KPMG Consulting S.p.A, and COFIRI ~ Compagnia 
Finanziamenti e Rifinanziamenti S.p.A (hereafter the “Advisers”), All the interested parties may contact the Advisers for any information they may require. 


With reference to the acquisition of the Participation, IPZS intends to receive expressions of interest from Italian or foreign companies, with the exception of physical 
persons, appropriately registered in accordance with the legislation of the country where they are located. Expressions of interest submitted by more parties acting together, 
will be considered as long as the said parties are jointly represented. All intermediaries of any nature whatsoever must declare the identity of their client and their capacity 
to act on behalf of their client on the basis of appropriate powers. 


With respect to the type of activity of the Company, the only expressions of interest that will be taken into account are those submitted from parties which, by December 
315, 1999, fulfil the following requirements: turnover exceeding ITL 100 billion and/or total shareholders” equity in excess of ITL 50 billion. 


For companies, either Italian or foreign, which fall within the category “Qualified Investors” (as defined by the Italian Ministerial Decree May 24th 1999 n.228) the 
required turnover is represented by the total sum of the positive income elements from ordinary operations. In the case of Investment Fund Companies, the shareholders’ 
equity can also be represented by the nominal value of the shares of the fund(s) under management and issued as of December 315, 1999. 


Any expressions of interest related to this Procedure must be received by KPMG Corporate Finance, Division of KPMG Consulting S.p.A, in written form, also by fax, 
by 6 pm on January 315t, 2001. All expressions of interest must be accompanied by a copy of the consolidated, wherever possible, official financial statements of the 
last three years. For investors established for less than three years, any available official financial statements must be provided. The aforementioned documents must be 
submitted in either English or Italian. 


Any expressions of interest must be sent to: 


Attention Dr. Pierandrea Zotti 

KPMG Corporate Finance, Division of KPMG Consulting S.p.A. 
Via Ettore Petrolini, 2 ~ 00197 Rome - Italy 

Fax. +39 06 8077518. 


Should any interested parties act jointly together, as previously defined, with reference to the acquisition of the Participation, the aforementioned requirements are intended 
to apply to each party and all the necessary documentation must be provided by each of them. With the goal to select the parties which will be admitted to a further stage 
of the Procedure, IPZS, assisted by the Advisers, will evaluate and verify the compliance with the aforementioned requirements with reference to each interested. party. 
The Advisers will inform the selected parties about the next steps of the Procedure. 


IPZS, as per its own undisputable decision and with no obligation to provide further explanations, reserves the right to withdraw at any time from the negotiation process 
with one or more interested parties and to interrupt, suspend, re-engage or modify the terms of the Procedure, this not entailing any possibility for the interested parties 
to claim any compensation or damages against IPZS. 


The publication of this announcement, the receipt of expressions of interest and any consequent activities do not involve any obligation or commitment, on the part of 
IPZS, to sell to any interested parties, Furthermore, the interested parties have no right to claim any kind of obligation or commitment from IPZS for whatever reason 
(including the payment of any intermediation or advisory fees). 


The current announcement does not constitute a public offer, according to Article 1336 of the Italian Civil Code, nor a solicitation for public savings, according to Article 
1/18 of Law-n.216/74 and any subsequent modifications. 


The information received will be handled in accordance with the Italian Law 675/96. As per Article 10.of the mentioned law, it should be noted that personal information 
will be handled fully in compliance with the bidders’ rights and their privacy. The management of information will be carried out severally by IPZS and its Advisers, to 
whom the interested parties will have the right to address their claims in accordance with Article 13 of Law 675/96. 


Following an undisputable decision by IPZS, the. party selected for the acquisition of the Participation will be responsible for complying with the obligations related to 
the notification to the Trade Unions in accordance. with Article 47 of Law 11.428/90, 


This announcement and the entire Procedure are regulated by the Italian Law. Any dispute arising will be under the sole jurisdiction of the Court of Rome. 
Text published in Italian will prevail over any text published in a foreign language. 


For further information, please contact one of the following: 

KPMG Corporate Finance f COFIRI S.p.A 

Division of KPMG Consulting S.p.A. Advisory & Equity Investment Division 
Tel. +39 06 80971.1 Tel. +39 06 4733.205 

Fax. +39 06 8077518 Fax, +39 06 4815.436 

Dr. Fabio Sciscid Dr. Giulio Bastia 

E-Mail: fsciscio@kpmg.it . E-Maili cofinaz @tin.it 

Dr. Pierandrea Zotti Dr. Marco Giovannelli 

E-Mail: pzotti@kpmg.it tare E-Mail: cofinaz @tin.it 
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TRAVEL 








EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


CROSSAIR 












For further information contact your local travel agent 


W@W The Qualiftyer Group or, +44 845 607 3000, www.crossair.com 






_ The., 
Economist 


Travel Advertisements will be seen by 


424422 
Jor our superb brochure 
Tel: (+44) 


3 million people worldwide. 
020 7272 5469 


Contact: Paola Hamdan 
Tel: (44-20) 7830 7000 Fax: (44-20) 7830 7111 
Email: paolahamdan@economist.com 


Í Fax: (+44) 020 7272 6184 
A www.tuscanynow.com 
See brochure@tuscanynow.com 





BUSINESS 
OPPORTUNITIES 


INTERNATIONAL 
PROPERTY 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
Satellite T.V., central heating, elevator, maid 


ualit 
Villas 






a SWITZERLAND 





' YOUR OWN 


Lake Geneva & Alps 
Attractive proporties, overlooking views, 1 to 


5 bedrooms, trom SFr 250’000. Sale to Non- 
Swiss citizens authorized. Leadin company 
established in 1975. Experience. Discretion. 


REVAC S.A. 


CASINO 


Become owner of Internet Casino! 
Best terms on the Web! 


A special collection of 
exgutstle villas win private 
pools on the Cote d'Azur, 
St Tropez & Provence. 
Chef, maid, babysitter available. 
www.quality-villas.co. 








service, resident manager. Suit 1-2 persons. 


Brochure by Air-Mail: 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058. 


52, Montbrillant, CH-1211 GENEVA 2 | 
Tel. +441 22/734 15 40, Fax 734 12 20 
www.revac.net 


APPOINTMENTS 


01442 870055 


info@ksflats.demon.co.uk 
www.ksflats.demon.co.uk 










www.SALECASINO.COM 












www.railtrack.co.uk/careers 





RAILTRACK 





>> 


Regulatory Economist 
Economic Modeller 


REGULATION AND GOVERNMENT DEPARTMENT LONDON / £30 - £40K 


The Economic Modeller will have at least two years’ 
experience of modelling or economical analysis, with strong 
spreadsheet/database skills, ideally in a regulated utility or with a 
regulator. Both positions require a self-starter with the ability to 
communicate complex ideas to non-specialists. 

The initial salary will be the range £30,000 - £40,000 depending 
on experience and track record (more may be available for 
exceptional candidates). Benefits include contributory pension scheme, 
share options, share bonus and season ticket loan. 

For further information, please contact Stephen Gibson on 
020 7557 8232. 

To apply, please write with a full CV and current salary details, 
quoting Ref. 1007/E, to Human Resources, Railtrack plc, Railtrack 
House, Euston Square, London NWI 2EE.The closing date for 
applications is 31 January 2001. 


Railtrack is the owner of the track and infrastructure of the 
national railway network. We are responsible for selling track 
access to passenger and freight operators, for managing and 
operating the network and an extensive property portfolio. 

The Rail Regulator has just completed his periodic review of 
the level and structure of our access charges to train operators 
from 2001 to 2006, and is proposing extensive changes to the 
licence and contractual regime.We are looking to recruit a 
Regulatory Economist and an Economic Modeller to manage 
elements of the future regulatory programme (such as the 
implications of the forthcoming refranchising programme for 
charges) and to analyse/model the implications of the new 
incentive regime for the business. 

Both positions require a good degree in Economics, or an 
associated subject with a strong economic/analytical content. The 
Regulatory Economist will have at least two years’ practical experience 
of applying pricing principles in a regulated utility or with a regulator. 





Railtrack is an equal opportunities employer. 





The heart of the railway 
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World Economic and 
Social Survey 2000: 
Trends and Policies in 
the World Economy 


Authoritative and reliable, the 

World Economic and Social Survey 

2000 offers a unique insight into 

current trends and policies in 

the world economy. Essential to 

both academics and business 

people, this Survey chronicles a 

remarkable recovery after the 

crisis years 1997-1999, It also 

forecasts continued and increasingly widespread economic 
growth heralded by the revolution in information and 
communications technology. 

E.0OLEC.1 9211091365 296pp. $55.00 


World Investment Report 
2000: Cross-border 
Mergers and Acquisitions 


and Development 
Recognized worldwide as an 
authoritative source of information 
and analysis on foreign direct 
investment (FDI), this year's 
edition of the World Investment 
Report addresses the phenomenon 
of cross-border mergers and 
acquisitions. It provides a 
comprehensive analysis of the current trends and 
developments in key areas of a globalizing world economy. 
E.00.1.D.20 9211124905 268pp. $49.00 


Statistical Yearbook on CD-ROM 

This newly released CD-ROM provides an overall 
comprehensive description of the world economy, its 
structure, major trends and recent performance. Covering 
all the countries and areas of the world, and including over 
one million entries, the CD-ROM provides official United 
Nations statistics for an 18-year period through 1998. 
Included in the special features are: the ability to search and 
rearrange the data; and the ability to download data for 
further analysis. The Statistical Yearbook on CD-ROM is 
invaluable for all involved in international business. 
Recommended PC configuration: IBM PC, Pentium 200 or 
better, Windows 95/98/NT 4 or higher, 32 MB of RAM, 
CD-ROM Reader x 16, Display resolution of 600 x 800 pixels, 
16-bit or higher, 55 MB of disk space. 

E.OO.XVIL2 9211614155 $199.00 


United Nations Publications 
Sales and Marketing Section 

Room DC2-0853, Dept. A209 

New York, N.Y. 10017 


3-9646, (212) 963-8302, Fax. (2 
i oat og 


} 12) 963-3489 
E-Mail: p 
Internet: 


Visa, MC and AMEX ia Domestic orders: Add 5% of gross 
($ 5.00 minimum) for shipping and handling. Overseas Orders: 
Add USS 5.00 per tide in addition to US$ 5.00 basic handling charge. 
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OffshoreAnswers 
.com 
Own an 


Offshore Bank 
1-310-376-3480 


r aa E] 


OFFSHORE 
TAX-FREE 


Companies world-wide 
Formation and administration of 
companies, opening of bank accounts 

telVfax/mail forw 


UNITED KINGDOM 
ONDON 


LAVECO Ltd. 

Tel: +44-207-556-0900 

Fax; +44-207-556-0910 
E mai : london @ la eco.com 


JARY 


ROMA 1A 
Tel.: +40 26 


Fax: +40-}-313- 177 
E- mail: romania@ layeco.com 


CYPRUS 
Tel.: +357-4-636-919 


Fax: +357-4-636-920 
E-mail: cyprus @laveco.com 


Vebsite: www.laveco. 
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FOR OUR 110 PAGE COLOUR. 
CW Forster (Director) 
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Offshore Companie4 
Banks, Trusts, Foundati 
Bank A/Cs 


www.GLOBAL-MONEY.com 


CANADIAN BANK ACCOUNT & 
COMPANY FORMATION SERVICE 


Low Fee Canadian Incorporations 
Bank A/C Opening Credit Cards 
Brokerage A/C Global Mail Fax & Tel 
Forwarding Complete Support Services 
& Professional Management 
Other Corporate & Financial Services 
Available Serious Inquiries Only 
CT TrustGroup 24Hr Fax (60487 1-0039 
service@capitalderclopment.net 


GG EUROPE INVESTOR DIRECT 
Winners in the free Prize Draw 
2000. 

The Stockholm Stock Exchange 
went down 12.2% for the vear 2000 


Ist prize: Mr Oliver Dornisch 
Jettingen, Germany 


2nd prize: Dr Kasel Johannes 
Den Helder, 
The Netherlands 


The winners will be notified by mail. 
Congratulations! 
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© OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed a firm, 
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& FROST MANAGEMENT Tel +44 @) 00 7352 74 Tel +353 (0 (0) 1 4 662 1388 
27-29 Pemi St Fac +44 (0 20 7795 0016 Fax +353 (Q) 1 662 1954 

E-mail: Janson@scigroup.com E-mail: pmurphy @sefintl jolie 
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seis torent 
cal + 353 21 4279216 info@localeyes,ie 
Ack for a free cd-rom with demos of int sites and localised software, 
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your product seen through local eyes 
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www.KTCGalleries.com 






wwwemnigraicioamerica COM 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 
MINERVA PRESS 
315-317 REGENT ST 


LONDON WI1B 2HS. UK 
www. minerva-press.co.uk 


OFFSHORE 


Lowest Annual Peas 
Ready Made Copi has 
Bank Jntrodueti 
Nominee Gericos 
Oftshora Credit Care 


United Kingdom: 

Tal: +44 (0) 20 7636 9618 Fax: +44 (0) 20 7636 9617 
email: econ #econ-exp.cont 

Sa Floor, Morley House, 

314-322 Regent Street, 

London WIR 5AG 



















HANDWRITING ANALYSIS 


Questioned document examination 
and aptitude/character assessment 
for recruitment puposes 
Phillippa Lavell rac 
9 Village Ciose, London NW3 5AH 
Tel:+44 020 7794 6060 Fax-+44 020 7431 4699 
E.mail: scribe@netcomuk.co.uk 
www. handwriting-expert,com 
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; INTERNATIONAL C A 


ERVICES (U: 


International Calls Cost Up To 
85% Less In the New World. 


© Fyou re looking for the finest international phone rates and service, | 
look no further than New World Telecon Se Anei Because we | assisting individuals and companies to achieve 


save you up to 85% on all international calls. | savings in tax. We provide a full range of onshore 


To the U.S. and U.K. 
PER MINUTE 


Since 1987 The Sovereign Group have been 





Foes of kak aati | VISIT OUR WEBSITE: 
AS a true callback innovator, New World | and offshore services designed to save tax for SovereignGroup.com 


provides state-of-the-art voice communica- 
tions and the lowest possible rates for all i 
international calls originating outside the | be pleased to show you how our services 





you and/or your company. Call us and we will 


United States through callback. i can save you money and maximise the 





ow you can call anywhere in the world | value of your assets. 
at amazingly low rates. Perfect for h 
office, hotel, fax, or cellular phones. Call 


4 Í i = 
today and be calling globally at 85% less b u sS in e Ss 


the day after tomorrow! 





1402 Teaneck Road, Suite 114 


all Today! 1-973-438-1800 | & personal 
XNewiYorid Fax Laara tax solutions 


ielecommanications Help Cust. newworldte le.com HONG KONG: Stuart Stobe U.K.: Simon Denton U.S.A: Witiam H. Byrnes 


wwa newworidtele.com i fet a we +38 0)20 y Tei +1 {305} 474 2468 
| Fax +t (308) 474 2469 






hkẸ SoversignGroup. com vereignGroup. com usa @ SovereignGroup.com 
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ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS America’s industrial production fell by 0.6% in December, 
to give a 12-monthly rise of 3.1%—the slowest for 18 months. France’s Gpp growth was revised 
downwards to 3.0% in the year to the third quarter. The number of unemployed (measured by 
the claimant count) fell slightly in Britain in December, but stayed above a million. 



















































































COMMODITY PRICE INDEX 
seamed Rubber prices in Tokyo slipped 


to record lows this month, after Japan’s 
stocks of natural rubber rose by 30% in three 
months. They now total 73,600 tonnes, the 







































































*Not seasonally adjusted. taverage of latest 3 months compared with average of previous 3 months, at annual rate 


% change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate highest for nearly 17 years. At nearly three 
3mthst 1 year 2000 2001 3mthst 1 year 1 year latest year ago times normal levels, these stocks (inven- 
Australia +26 +4293 +44 + 3.3 - 15 + 42 Q3 - 0.8 Q3 6.6 Dec 7.0 tories) could take as long as a year to un- 
Austria +12 419 Q3 +34 +25 na + 5.0 Sep* + 3.0 Sep 3.2 Nov 3.6 7 
Belgium eels BOF + Bove 28 na = 02 Nv 4 61 Ot 10.7.No 113 wind. About 50,000 tonnes are thought to 
Britain +28 +300 +30 +26 -26 +03 Nw +44 de 5.3 Not 59 belong to speculators who tried to bid up 
Canada +48 4500 +49 +30 +23 +57 0t +540t 680x 68 the market last summer but failed to find 
Denmark EZO 42703": +26 4 24 na + 2.6 Oct + 0.2 Oct 5.6 Nv 5.4 end-users for their purchases. Now that 
France +23 +3093 +32 +27 +42 + 3.3 Oct — 1.5 Nov 9.2 Nw 10.9 prices have fallen to ¥60 (51 cents) a kilo, 
Germany +23 42893 + 3.1 +25 + 3.9 +49 No — 1.7 Oct 9.2 Dec 10.2 China, Asia’s biggest consumer, might buy. 
Italy +24 4253 +26 +22 +19 +24 Now = 1.5_0d 10.5 Jul 11.4 China has recently been a client of the de- 
Japan +10 +1493 +18 + 1.6 - 3.2 + 3.3 Nov - 0.3 Nov 4.8 Nov 4.6 : 
Netherlands + 3.2. 434.03 +39 + 3.1 - 14 + 2.2 Nov + 0.4 Oct 2.6 Des 2.7 funct International Natural Rubber Orga- 
Spain 422 4390 440 +32. —05 #40 Now na 13.6 Nw 15.1 nisation’s stockpile. inro is thought to have 
Sweden +39 +40Q3 +40 +34 ma + 8.0 Ot +40 Nv 39 Not 5.2 sold 60% of its 138,000 tonnes; its goal is to 
Switzerland +20 +3693 +34 + 23 na + 6.9 Q3* -33 Nov 1.9 Dect 25 sell 80% by the end of March. 
United States + 2.2 +52 Q3 + 5.1 + 23 -= 1.1 + 3.1 Dec + 4.2 Nov 4.0 Dec 4.1 PN Scchungelen 
Euro area +28 +3403 +34 +29 + 3.8 + 3.8 Oct + 1.0 Oct 8.8 Nov 9.6 Jan9th Jan 16th* one ofa 
*Not seasonally adjusted. t Average of latest 3 months compared with average of previous 3 months, at annual rate. +Sep-Nov; claimant count rate 3.6% month year 
in December. 3Oct-Dec Dollar index 
PRICES AND WAGES America’s 12-month rate of consumer-price inflation remained at 3.4% > ens = zs = = = z 
in December. However, producer prices were flat (with lower petrol prices being partly offset ae = <== = 
by asharp rise in natural-gas prices), trimming the 12-month increase to 3.6%. The pace of wage Al 72.9 PEW tape Sint oa 
increases in the euro area slowed to only 1.8% in the year to the third quarter. Nfat 66.1 Baye L 0I- e5 
% change at annual rate The Economist poll Metals 78.7 TOSS 6 EE 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings Sterling index 
3mthst 1 year 2000 2001 3 mths? 1 year 3mthst 1year All items 77.2 779 - 06 + 82 
Australia +15.8 + 6.1 Q3 +46 + 40 + 8.0 + 7.2 Q3 + 8.1 + 68 Q3 Food 77.3 Th2 + 03 $449 
Austria +23 + 3.1 Nov + 2.1 + 1.6 +44 + 44 Dec +02 + 2.0 Oc Industrials 77.1 78.7 a fee ec 
Belgium + 1.3 + 2.5 Dec +26 + 2.1 +16.2 +10.0 Nv +37 + 1.6 Q4 Euro index 
Britain +25 +29 Dec +24 +23 +16 + 2.4 Dec +57 + 44 Nov All items 102.1 101.5 ey eee | 
Canada + 3.9 + 3.2 Nov +27 +24 +50 +52 Nw +26 + 4.1 Oct Food 102.2 100.7. = 46. 4 79 
Denmark +27 +24 Dec +29 +23 +68 +67 Nw +70 + 3.8 Q3 Industrials 102.0 102.6.. = (GA = 04 
France + 1.7 + 1,6 Dec +18 + 1.6 +72 +59 Nv +46 + 5.3 Q3 Yen index 
Germany #09 + 22 Dec #19 + 1.6 +53 + 5.1. Dec na _ + 2.0 Oct* All items 90.5 STO- k AT) eee 
Italy +29 +27 Dec +25 +201 +70 +67 Nv +19 + 1.8 Nov* Food 90.6 a = 56° P2 
Japan + 0.9 - 0.5 Nov -07 -04 - 0.1 + 1.1 Dec na nil Nov Industrials 90.4 10 +35 4 38 
Netherlands +33 + 2.9 Dec +24 + 3.1 +10.1 + 9.0 Nv + 3.0 + 2.9 No Gold 
Spain + 3.4 + 40 Dec +34 +29 +65 +57 Nv +32 +24 Q3 $ per oz 267.40 A E 
Sweden na + 1.4 Dec +13 +17 +66 +48 Nv -42 + 2.9 Oct* Crude oil North Sea Brent 
Switzerland +19 + 1.5 Dec +17 +15 +18 + 2.2 Dec na + 0.2 1999 $ per barrel 24.40 26.00 ~02 - 07 
United States + 2.7 + 3.4 Dec +33 +26 +35 + 3.6 Dec + 46 + 4.2 Dec West Takase Iitermadiate 
Euro area + 2.5 + 2.9 Nov +23 + 2.0 +77 + 6.3 Nov + 12 +18 Q3 $ per barrel 27.72 30.28 +55 + 50 






































* Provisional. t Non-food agriculturals. 














E COMMERCIAL PROPERTY Office rents 
and associated charges have risen sharply 
over the past year in several of the world’s 
top commercial centres. They now breach 


= 
Office rents 
$'000 per square metre per year, January 2001 














he $1,000 per-square-metre rate in five cit- 
the $1,000 per-square-me es E] Service charges 
and taxes 









ies, up from three in January 2000, accord- |- 
ing to Insignia Richard Ellis, a property con- 
sultancy. Rising accommodation costs 


E Rent 








reflect both the strength of local economies 





and the extent to which demand has not 
been matched by property developers. To- 





tal rents have risen by almost a quarter in 
London, which has been thriving as a fi- 
nancial centre and is now the world’s most 
expensive city. They have almost doubled 
in Silicon Valley thanks to the boom in in- 
formation technology. The financial crisis 
has depressed rents in Tokyo; it dropped 
from first to third place. 
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Source: Insignia Richard Ellis 
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DATA ON MORE COUNTRIES ARE AVAILABLE TO SUBSCRIBERS AT WWW.ECONOMIST.COM 
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FINAN CIAL INDICATORS 


| MON EY AND INTEREST RATES America’s narrow-money supply shrank by 3.0% last year. 
Broad-money growth slowed to 8.6% in the year to December. Japanese narrow-money growth 
slackened to 4.3% in that month, but broad-money growth picked up to 2.2%. 
| Money supply* interest rates % p.a. (Jan 17th 2001) 
% rise on year ago oyver- 3-mth money marl market banks 2-year 10-year gov't corporate 


narrow broad _ night Tatest yearago prime gov't bonds latest? yearago bonds 















































+99 +48 Nw 625 592 571 900 505 550 725 689 
| Britain 472 +80 Nw 659 581 60 700 526 487 573 616 
ja +165 +76 Nv 568 528 509 750 506 542 655 714 
na +05 Nw 520 545 363 800 506 513 584 724 
| Japan +43 +22 De O24 osa 005 150 036 155 172 1705 
ede +44 +34 Nw 400 406 357 460 417 487 59) 454 
| Switzerland -26 -11 No 347 341 181 563. 328 345 361 438 
| United States -30 +86 dx 600 547 595 950 484 517 687 707 
|- ueart co +49 Nov 476 E O 33 o 455 o 4a6 a76 55i 5 6 














“Narrow: M1 except Britain MO, ree M2 of M3 except Britain M4 Sources: Commerzbank, Den Danske, J.P, Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream Rates cannot be construed as banks’ offers, 


STOCKMARKETS The Nasdaq Composite wide rose by 6.3%, as technology and telecoms 
shares recovered. The Nasdaq has climbed by 17.1% since the Fed cut interest rates on January 

























































































| Market indices % change on 
OOO one one record Dec 31st 1999 
Jan 17th high low week year high inlocal in$ 
currency terms 
Australia (All Ordinaries) 3,198.4 3,330.4 29200 + 04 +30 - 40 +15 -145 
Austria (ATX) OO 11020 12361 10294 +18 - 57 -366 - 80 -146 
Beigium (Bel 20) 29775 33404 2,5322 - 01 nl -19% -109 -173 
Britain (FTSE 100) 6,197.4 69302 5.9946 +23 - 38 -i06 -106 -183 
Canada (Toronto Composite) 8,879.4 11,3888 81142 + 32 +28 -220 +55 + 14 
Denmark (Copenhagen SE) _ 960.6 1,0390 7551 +26 +244 - 75 +240 +147 
France (SBF 250) 3,743.3 4,390.7 35128 +40 +26 -147 - 18 - 88 
Germany (Xetra DAX) 66534 80650 6.2007 +53 - 62 -175 -44 -12 
Italy (BCI) “7,927.4 2,1823 1,6664 + 42 +391 -117 46) ~ 15 
Japan (Nikkei 225) 13,667.6 20,8332 13,2011 + 17 -277 -649 -278 -368 
(Topix) 12804 2,907.6 1,2301 + 21 -25 -556 -257 -349 
Netherlands (EOE) 642.3 í + ni - 84 -43 -n2 
Spain (Madrid SE) 981.7 + -45 -170 -56 -124 
Sweden (Affarsvariden Gen) 4,999.9 + -10.7 -28.2 - 9.1 -188 
Switzerland (Swiss Market) 7,972.7 + +87 -52 +53 +21 
United States (DHA) ~_10,584.3 279 -97 ~739 -79 
(S&P 500) 1.3296 87 -i30 - 95 -95 
: (Nasdaq Comp) ~ 2,682.8 -35.4 -46.9 -341 -341 
Europe (FTSE Eurotop 300)* 1,531.7 + 04 -102 - 33 -102 
Euro area (FTSE Ebloc 100)" 1,399.1 +37 - 98 +10 -62 
World (MSCI)? 1,219.4 ~=120  -158 na - 142 
World bond market (Salomon)? 440.1 447.8 A48 -09 a -43 nma + 07 








re euro terms, ‘Morgan Stanley Capital international index includes individual markets hsted above plus eight others, in dollar terms. 
Salomon Smith Barney World Government Bond index, total return, in dollar terms. 


3rd. Frankfurt, Milan and Paris also rose this week, by 5.3%, 4.2% and 4.0%. The Topix gained 2.1%. | 











B SAVING French households are expected 
to be the thriftiest among rich countries this 
year. The orco forecasts that they will save 
16% of their after-tax income in 2001, ahead 
of the 12.4% squirreled away by the fam- 
ously thrifty Japanese. In contrast, Ameri- 
cans and New Zealanders are expected to 
spend more than their after-tax income. A 
decade ago Americans saved 8.3%. This year 
they could beat the orcn’s predictions if 
they stop making stockmarket gains. 





























TRADE, EXCHANGE RATES AND BUDGETS in the year to November, Japan’s visible-trade surplus narrowed to $120.5 billion, but its cur- | 


rent-account surplus widened to $120.0 billion. Denmark’s current-account surplus grew to $2.6 billion in the same period. France recorded a 


small visible-trade surplus in November; its 12-month surplus shrank to $2.9 billion. 











































































































*Merchandise. Australia, Britain, France, Canada, Japan and United States + oor HE fob, exports fob. AH others ciffob, 71990=100, Bank oi ot England. FOECD estimate 


Snot seasonally adjusted. 


| 
i 
| 
| 
| -Trade balance*, $bn a” Current account 3 Exchange rate O Currency units g _. Budget 
latest latest 12 $bn The Economist poll trade-weighted? per per per per balance 
month months latest 12 mths % of GDP, forecast Jan 17th year ago $ £ euro ¥100 % of Gpr 
AEN E ao cs 2000 ` 2003 Jan 17th year ago 2000 
Australia 56 = 17.8 QB “4.3 “35 748 835 181 15] 267 169 1:54 09 
40 - 46 0c 26 23 1005 1008 148 136 218 138 1259 16 
n “+ 135 + 10.3 Sep 41-40 994 997 434 399 639 403 369 DI. 
| Britain =- 363 Oct -432 č -3G 45-49 1048 1088 068 06l - 063 058 27 
| Canada + 302 Oc + 325 + 7793 42 06 7950 809 154 145 223 14 129 25 
Denmar E + 26 Nw 13 13 1019 1020 803 7.37 118 747 683 27 
France + 26.9 Oq 23 79 1021 1027 705 650 104 656 6.00 1.4 
= 292 nw 133 09 3992 997 210 194 3.10 196 179 J4 
03 -0.3 729 73 2,081 1,917 3,065 1,936 177] oT 
“25 22 141.0 150.5 118 106 173 00 6.0 
49 «44 983 986 237 218 343 220 202 6&6- 
-35 EK 745 747 179 165 263 166 152 D3 
Swe ER 21 792 826 957 849 147 +890 814 34 
E 19 112 1078 103.0 7.65 160 243 154 #141 na 
| United O 4A 42 1147 1087 =e 147 093 0.85 23 
l -03 D2 80.3 820 107 039 158 = O91 03 
| 
| 
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EMERGING- 





goods in Belgrade means that the cost of liv- 
ing in the Serbian capital is more than 20% 
higher than it is in New York, according toa 
survey by the Economist Intelligence Unit, 
a sister company of The Economist. The 
comparison is meant to provide a guide to 
companies that are sending executives and 
their families overseas. Belgrade apart, East- 
ern Europe remains a relatively cheap billet. 
Other expensive cities are mainly in East 
Asia: Tokyo remains the priciest, with living 
costs more than 50% higher than New 
York’s, South-East Asian cities are generally 
` much cheaper than their counterparts far- 
ther north. Emerging markets in South 
America tend to be on the steep side. 
Thanks to the weakness of the euro for most 
of last year, it now costs more to live in Bue- 
nos Aires than in Paris, and Caracas is a 
pricier posting than Frankfurt. 



































E LIVING COSTS The scarcity of many | 
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RE COUNTRIES ARE AVAILABLE TO SUBSCRIBERS AT WW 








ECONOMY Poland's industrial output fell by 3.3% in November, slowing the year-on-year 
growth to 4.6%, from 7.1% in October. In the 12 months to December, inflation eased to 8.5% in 
Poland and quickened to 20.2% in Russia. Israeli prices were unchanged in 2000 compared with 
1999—the first year of zero inflation in the country’s history. 


































































































% change on year earlier Latest 12 months, $bn 
“GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China t+ 74 +10.4 Dee + 1.5 Dec 
Hong Kong +10.4 Q3 -01 è- 2.0 Nov at 
India + 72 t+ 27 Noy + 27 Nv 
Indonesia + 5.1.93 +38.4 oat + 94 Dec | 
Malaysia +77% +111 Nw + 14 de 
Philippines + 48 03 4210 ot + 6.6 Dec + 91 Aug 12.5 oa | 
Singapore +10.5 Q4 +17.1 Nov + 20 Nov +21.6 03 77.5 Now | 
South Korea + 9.2 Q3 + 6.4 Nov + 3.2 dec +121 be +11.7 Nw 96.2 Dec | 
Taiwan + 6.6 93 + 1GNw + t7bde + 8.4 Dec + 75 93 $ f 
Thailand 426% -20 Nv + 1.3 pe + 58Nv + 9.5 Nov 31,7 Now | 
Argentina nil 93 ~ 46 Nov -~ 07 dec + 06 Nw -114a 224 nw 245 | 
Brazil + 4.5 93 + 49 Nw + 5.3 Dec - 0.7 dec ~ 24.9 Nov 32.5 Nov | 
Chile +5803 -O8Nw + 47 now + ti nw - O07 03 14.2 Nov | 
Colombia 331a +1030 + 88o +2200 +O01q@ BI dex | 
Mexico +7103 + 46N~ + 9O pe  - 76 Nov -16403 , 34.7 Nov 
Peru + 01 nos + 09 Nove + 3700 -Odnw -160) 86 Oa | 
Venezuela + 3.3.93 na + 13.4 Dec +144 jul +11.8 Q3 14.3 oat | 
Egypt + 6.5 2000* + 9.4 z000t + 2.5 oc -10.8 Q3 ~ 0.9 Q3 13.3 Sep 
Israel +7303 + 1.6 Ot nil Dec -0703 23.1 De | 
South Africa + 4503 + 3.6 Nov + 71 No -070a 6l ot 
Turkey 4 74o +105 Now + 39.0 Dec -92 oa 18.8 Nov | 
Czech Republic + 2.2 %3 + 4.3 Nov + 40 De ~ 1903 13.1 dec 
Hungary _ _t 4.6 93 +13.4 Nov + 10.1 Dec Z 0.6 Nov 10.8 Nov 
Poland + 3.3.93 + 46 Now + 8.5 Bec 44 oa - 11.6 on 24.6 Now 
Russia + 7.9 %3 + 7.6 Now + 20.2 Dec +57.3 Oct +43.8 03 24.0 Nov 








Excluding gold, except Singapore; IMF definition 11999. #Year ending June. “*New series 








FINANCIAL MARKETS Taipei rose by 6.1%, including a one-day gain of 5.3% on January 16th 
following news that a fourth nuclear-power plant might be built. Fears that the collapse of 
President Estrada’s impeachment trial would lead to civil unrest pulled Manila down by 4.9%. 
Moscow rebounded by 9.9% after orec’s decision to cut oil production. 














































































































*inflation-adjusted. tin dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU, Reuters, Warburg Dillon Read, LP Morgan, 
Hong Kong Monetary Authority; Centre for Monitoring indian Economy; FIEL; EFG—Hermes; Bank Leumi Le~tsrael; Standard Bank Group; Garanti Bank; 
Deutsche Bank; Russian Economic Trends. 





Currency units Interest rates Stockmarkets % change on 
per $ per£ short-term Jani7th Dec 31st 1999 
Jan 17th yearago Jan 17th % p.a. one “intocal  in$ | 
week currency terms 
China 8.28 5.40 _ 2,152.6 + 48.3 
Hong Kong 7.80 
india “46.4 
Indonesia 9,450 
Malaysia "3.80 
Philippines 54.4 
Singapore 1.73 
South Korea 4,278 
Taiwan = 32.6 
Thailand 43.2 
Argentina 1.00 
Brazil 1.96 
Chile 572 
Colombia 2,236 
Mexico 9.89 
Peru “3.52 
Venezuela 699 
Egypt 3.84 : 
israel 4.11 | 
South Africa 7.83 | 
Turkey 674,170 547,275 992,985 | 
Czech Republic 38.2 35.7 56.2 | 
Hungary 285 253 420 | 
Poland 4.42 4.40 6.07 | 
Russia 28.4 28.7 419 | 
| 
i 
| 
f: 
| 
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m LG Air Conditioner LG Microwave Oven LG Internet Refrigerator 
3-way cool flow, remote-dìgital Attractive design, higher speed, Visual interactive communication 
operation through the telephone. a life filled with cooking. Access to MP3 and web recipes. 


veryone finds their own key to unlock life's secrets and discover the world. Everybody experiences the 
yorid in their own way, using all their senses. And for us, every individual represents a challenge to 
eflect on products that can make life richer and more rewarding. To us, this is the very essence of 
igital technology. We would like you to enjoy your life in your own special way, and hope that you will 
peet us with a smile. www.lge.com 

















LG 


Digitally yours _ 


The Economist eCalendar Companion is the essential tool for personalising 
your electronic calendar or handheld, ensuring you never miss out on 
economic information and leisure dates. 


Simply create your user profile and select the categories of events at the level of detail you require. Choose from over 


5,000 worldwide dates and events, which are automatically copied to your electronic calendar. 


Select from a comprehensive range of events that meet your personal interests and needs. The software also includes an 
indispensable reference data section including wine vintages, weights and measures, world time zones, country codes, 
currencies and international economic comparisons. Whether it’s finding out when the New York Stock Exchange is 
closed, the date of the Russian presidential election or the opening of La Bohème in London - you'll never miss an 
important date. 


The eCalendar companion searches a full 12 months of forthcoming dates and events when you first purchase, 


and then allows you free automatic updates via the online update service all year round. 
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on board info 


PC with Windows 95/98/2000/NT, Pentium processor (or equivalent) recommended, 18Mb of free hard-disk space and 
16Mb RAM, Internet access via modem/LAN, Pointing device (eg mouse). Psion®, Psion Siena®, Palm Computing®, 
Windows CE Handheld and Palm-size PCs require serial cable to link to PC. Typical selection of dates requires 40Kb. 
Typical selection of reference data requires 150Kb (Psion), 60Kb (Palm Computing), 300Kb (H/PC) 


Day-Timer Organiser® 98, 2000, Lotus Notes® release 4.5, 4.6 and 5, Lotus Organiser® 97, 97 GS and V4.1, 5 and 6, 
Microsoft® Outlook 97, 98 and 2000, Palm™ Computing Devices — running, Palm Desktop 3.0 or above, 

Psion Series 3a, 3c, 3m and Siena®, Psion Series 5,5mx, 7, Revo™ and netBook™, Windows® CE: H/PCs (WinCE v1.0 
or above) and Palm-sized PCs (WinCEv2.0 or above) 


For your FREE 60-day trial go to: 
www.on boardinfo.com/economiSt.asp7- 


d HE ECOMOMIST DIARIES 
3e r d 
rs f 2 4 





A DOT IN .COM PRODUCTION 


Z 


F 


Brace yourself. The Net Effect is coming: an EXPLOSION OF BAN DWIDTH CAPABILITY that’s going to reshape the world. To your 
business, it will mean VAST OPPO RTU NITIES to deliver new services. That’s why Sun™ has been rethinking the network today. And building the 
platform to help your business take full advantage of this phenomenon. At its center is our UltraSPARC™ III processor — THE DOT-COM ENGINE 
GEARED FOR THE NET EFFECT. Running on the UltraSPARC III processor, our new workstations and servers take reliability and availability 
to new levels. And when you combine them with Sun™ Grid Engine software, you can harness all the idle processing power on your network to MAXIMIZE 


your investment. Just a few of-the NEXT -GENERATION TECH NOLOGIES we’ve designed to bring your network infrastructure the blazing 


speed, MASSIVE scalability.and Continuous availability you need to capitalize on the Net Effect. Want to learn more? Visit www.sun.com/theneteffect. 
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f The Network Is The Computer?” ©2000 Sun Microsystems, Ind. All rights reserved. Sun, Sun Microsystems, the Sun logo, Java, the Java coffee cup microsystems 
<> logo, The Network Is The Computer, ‘and What Can We’.com For You? are trademarks or registered trademarks of Sun Microsystems, Inc., in the 
X=" United States and other countries. All SPARC trademarks are used under license and are trademarks or registered trademarks of SPARC International, 

JAVA Inc., in the United States and other countries. Products bearing SPARC trademarks are based upon an architecture developed by Sun Microsystems, Inc. What can we .com for you? 
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We're an investment bank that knows 
technology. Or is it the other way around? 


The answer is “both.” Our people are leaders in financing and advising high-tech 
businesses. And in providing ground-breaking technology research. But our stake in 
technology is larger than that. For example, through our private equity funds, we're a 
leading investor in the technology industry. And we’re a leading force promoting 


technology’s role in reshaping the financial markets. All in all, you could say that 
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Hidden weapons 


Str—You are wrong to claim that 
my research used concealed- 
handgun laws as a proxy for gun 
ownership (Economics focus, 
January 13th). Although it is prob- 
able that more people will buy 
guns, concealed-handgun laws 
can reduce crime even if gun 
ownership remains constant as 
guns become available to protect 
people outside their homes. 

It is a mystery why Mark Dug- 
gan relies on the current sales of 
the fourth-largest gun magazine, 
Guns & Ammo, as a proxy for 
gun ownership when state-by- 
state survey data are available. 
My book, “More Guns, Less 
Crime”, used such survey data 
and found that states with the 
biggest increases in gun own- 
ership had the biggest drops in 
violent crime. It is also wrong that 
Guns & Ammo concentrates on 
handguns, an important part of 
Mr Duggan’s argument. From 1980 
to 1998, 50% of its gun reviews 
were on long guns. If one really 
wanted something measuring 
handguns, the same publisher 
also produces Handguns. Other 
handgun magazines are available. 

While there have been a num- 
ber of papers discussing my re- 
search, including a few critical 
ones, the debate has been over 
the size of the benefits of con- 
cealed handguns. Critics claim 
small or no benefits, but many 
others found large drops in crime, 
some even larger than those 
which I had found. 

New Haven, 
Connecticut 


Jonn Lotr 
Yale University 


Sir—Mr Duggan has. fallen into 
that age-old trap well known to 
investors and economists—back 
testing. He has shown that gun 
magazine sales are correlated 
with higher rates of gun-related 
death. Fortunately, the remedy is 
obvious—ban gun magazines. 
West Chester, 

Pennsylvania Mark Davis 
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Interventionism 


Sır—l agree that some wars of in- 
tervention are warranted, that 
rules are required to govern them 
and that ample discretion is 
needed to apply the rules (“Why 
and when to go in”, January 6th). 
However, this discretion is not ex- 
ercised by the 100-plus democra- 
cies of the world; it is exercised by 
America and its European allies. 
As they further their interests in 
the process, the dissuasive effect 
of interventions is reduced; some 
despots know that their good re- 
lations with the West shield them 
from bombing if not from a slap 
on the wrist. 

Unless westerners become en- 
lightened rulers—a utopia—your 
recipe needs an additional in- 
gredient: bolstered multilateral- 
ism, with an independent army 
democratically controlled by all 
the world’s democracies. 
Cambridge, 


Massachusetts DIDIER JACOBS 


Sir—You are on the right track 
with your idea of a coming global 
marketplace of ideas where im- 
perfections in the market—of- 
fences against democratic vir- 
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tue—are known for what they are. 
But experience shows that the 
market mechanisms, or the peo- 
ple using and building them, are 
not so. sophisticated, yet. Indeed, 
the cost of intervention is often 
too high, but that is what an 
economist would predict in a case 
of market imperfection. The cure 
can be worse than the disease 
when you do not know what the 
hell you are doing. 

An honest rule always in- 
cludes the caveat: if it is easy. 
When the world is indeed trans- 
parent enough that we cannot 
only see what our neighbours are 
going through but an easy way to 
help them, then we can speak of a 
new obligation imposed by a new 
level of technological and cultural 
sophistication. Before that hap- 
pens, intervention is at best an 
“evangelical counsel”. We should 
help if we can but “a doubtful ob- 
ligation does not bind.” 


Portland, 
Maine CHRIS RUSHLAU 
Sm—Your proposed criteria 


would have called for interven- 
tion in America’s civil war—on 
behalf of the South. 

Indianapolis JoHN KWIATKOWSKI 
ee alll 





Fundamental bias 


Sir—Bagehot’s claim (January 
6th) that The Economist has 
never been market fundamental- 
ist is as disingenuous as Clare 
Shorts claim always to have sup- 
ported “effective states and effi- 
cient markets”. As with all funda- 
mentalists it is normal to claim to 
be moderate. A selection of your 
moderate views might include 
those on privatising health, edu- 
cation, and road, rail and air- 
transport systems. It seems a mar- 
ket view is always advocated. 
Bagehot claims to favour effective 
states—but rarely is serious atten- 
tion given to the steps needed to 
obtain them in countries without 
a basic level of administrative 
organisation and literacy. “Let the 
market decide” is promoted in- 
stead. In developed nations ef- 
forts to obtain effective states are 
derided as “big government” and 
free markets advocated—witness 
support for George Bush and the 
EU constitution. 
London 


NICHOLAS LEAKE 








Greenspan's credit 


Sır—Regarding the Federal Re- 
serve’s recent move to lower in- 
terest rates, I suspect that you are 
missing the aim of Alan Green- 
span’s actions somewhat: he is 
concerned about markets, but 
credit markets not equity markets 
(“Greenspan's big surprise”, Janu- 
ary 6th). He has said that he can- 
not be in the business of manag- 
ing equity bubbles, but he is in 
the business of managing credit. 
When debt markets witness the 
widest spreads seen since the last 
recession, what do you want him 
to wait for to happen? An actual 
recession? 
New York 


MANISH AURORA 


Sir—Your critique of Mr Green- 
span’s interest-rate cut does not 
weigh sufficiently the political 
calculations behind it. By cutting 
rates now, Mr Greenspan can 
counsel a go-slow or abandon- 
ment of George Bush’s irresponsi- 
bly large tax cut. Better a slightly 
deeper slash with a (comparative) 
scalpel than a hard whack with a 
meat cleaver. 
Chicago JOHN CLARK: 

igen savanna 





The slavery question 


Sin--Charles Mills (Letters, Janu- 
ary 13th) is right to argue that the 
present American government is 
not to blame for slavery and 
should therefore not have to pay 
reparations to the descendants of 
slaves. However, he is wrong to 
accuse the British government of 
establishing and maintaining 
slavery in America. If the British 
government was to blame fox, 
slavery, then why did the Ameri- 
cans, eager to be rid of the hated 
institution, not abolish slavery 
upon independence in 1783, or in 
1787, when they were drawing up 
the constitution? The British abol- 
ished slavery in 1833; Americans 
fought a bloody civil war before 
the political climate was ready for 
the 13th amendment in 1865. 

If anyone in America should 
have to pay reparations to the de~; 
scendants of slaves, it should be. 
the descendants of southern 
plantation owners or those still- 
existing private companies that 
grew rich from slavery. 

Geneva ASHLEY SMITH 
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Diversify 


your portfolio. 


INSURANCE 


As a global management consulting firm, 

McKinsey & Company works closely with the top 
management of the world’s leading insurance and 
asset Management companies. We're considered an 
authority on the way e-commerce, consolidation and 
convergence are transforming the way the industry 
Operates, and are strongly placed to play a major role 
in the reshaping of the industry in years to come. 


That's what makes McKinsey an ideal platform for 
both your talents and the depth of industry 
knowledge you've already gained within either the 
asset Management or insurance sectors. As a 
consultant, you'll have the chance to broaden this 
knowledge and apply your insight to solving the 
widest possible range of issues. Working in a project 
team with some of the brightest minds around, you'll 
address the key strategic questions that most 
concern the top management of our clients. 





y 7 ee 
IN EUROPE 
Our non-hierarchical culture means you'll have the 
chance to make a strong personal impact. The 
rewards in return, both personally and professionally, 
are second to none. As proof of your strong intellect, 
$ 


youll have an excellent academic record — perhaps an 
advanced degree or MBA. You'll also have a talent for 


thinking laterally and a naturally curious disposition. 


Please apply in writing with full career and salary 
details quoting reference 8623E to: Catherine 
Craddock, Whitehead Mann GKR, Queensberry 
House, 3 Old Burlington Street, London W1S 3AE. 
Tel: +44 20 7290 2119. Fax: +44 20 7534 0004, 
Email: catherine.craddoc 





DOWMAMT.COM 
Web-site: www.wmann.com 


www.mckinsey.co.uk 


McKinsey&Company 
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International 
‘zz Advertising Association 


SSEOCADON 


Director General 


The International Advertising Association (IAA) - the global 
partnership of advertisers, agencies, media and marketing 
communications professionals - is seeking a Director General, 
based at its World Secretariat in New York. This is a senior 
position with a commensurate package. 



























¢ The aims of the IAA include 

¢ The promotion of the value of advertising 

e Advocacy 

+ Advertising self-regulation 

* Professional development 

« And to be an industry forum 

The IAA works with other national and regional organizations 
and serves as a link with national governments and 
intergovernmental organizations to speak out against threats of 
unwarranted restrictions on advertising. The IAA also promotes 
the highest levels of advertising’s global role through a variety 
of high impact programs. Currently the [AA has 5,000 members 
in 99 countries. 

e Further information about the [AA can be found at 
www.iaaglobal.org 


J i t 
To fulfil the demanding role of Director General, the 
candidate should be a strong and charismatic leader, with a 
high level of international experience in the marketing 
communications business and adaptable to changing cultural 
environments. Excellent communications skills and follow-up 
procedures, as well as the ability to manage multiple projects 
concurrently are required. Familiarity with e-commerce and 
the role of new technology in today’s business will be an 
advantage. 
























e 
The individual sought must be a team builder, capable of 
bringing together and motivating volunteers from around the 
world. Skills to operate in the non-profit environment and 
ability to further develop the IAA’s growth, both in 
membership and resources are very important. The position 
requires extensive international travel. 


i 













Iig: ti 
The Director General leads a small permanent staff at the 
World Secretariat and reports to the World Board, and 
Executive Committee of the IAA. An attractive and 
competitive package will be available to the successful 
candidate. Starting date is 1 July 2001. 














ADD i Aude 
Interested applicants should reply in writing to: 
David Hanger, IAA World President, International 
Advertising Association, 521 Fifth Avenue, Suite 1807, 
New York, NY10175. Telephone (212) 557-1133; Facsimile 
(212) 983-0455; E-mail: iaa@iaaglobal.org 














‘MSH Manacement Sciences For HEALTH 


ANEU > ee... sev AE fosdavvessaseobestabvetconseas3 TEER 









o 





$ 4. 
Saat 


Four Executive Level Positions 


Management Sciences for Health is a multi-disciplinary non-profit public health 
organization located in Boston, Massachusetts, and dedicated to strengthening 
health programs around the world. 


3 Regional Directors-Africa/Latin America, the Caribbean & the U.S./ 
Asia & Near East - Regional Directors plan and oversee country and regional 
strategies and coordinate country level activities. Regional Directors are Boston- 
based and report directly to the President/COO. Qualified candidates require a 
graduate degree or equivalent relevant experience in management, international 
development or public health; an entrepreneurial spirit with demonstrated ability 
to develop new business and manage field-based initiatives; proven ability as an 
executive team member; experience managing diverse field projects; demonstrated 
leadership capacity in an international organization, successful budget 
management experience; fluency in appropriate language for the region; and 
preferably long term residence in the region. 


Director of Human Resources & Administration - The HR&A Director 
oversees all aspects of the HR and administrative functions to support MSH’s 
strategic objectives and works closely with senior managers to attract, develop, 
and retain professional staff for domestic and international assignments. The 
HR&A Director reports directly to the President/COO. Qualified candidates will 
have prior experience in a senior HR leadership position, preferably in a global 
professional services organization; international recruitment experience; and 
proven managerial ability and interpersonal skills. 


Full position descriptions available at hitp:// www.msh.org. 
MSH offers competitive salaries and a comprehensive benefits package. 
Affirmative Action/Equal Opportunity Employer 


To apply send cover letter and resume in English to: Marcia Herrera, Senior 
Recruitment Officer, MSH, 165 Allandale Road, Boston, MA 02130; Fax: 
(617) 524-2825; E-mail: jobs@msh.org 
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IFPRI 
INTERNATIONAL FOOD POLICY RESEARCH INSTITUTE 


Research Fellow, Markets and 


Structural Studies Division 
(Ref# 01-101) 


IFPRI seeks a Research Fellow to work on the Comprehensive Food Security Project, which 
is a collaborative project between IFPRI and the International Maize and Wheat Improvement 
Center (CIMMYT), on a three year, renewable assignment. The Research Fellow will be 
outposted to Dhaka, Bangladesh and will work with an in-country team led by the IFPRI Chief 
of Party of the project. This position is contingent on project funding. 


Duties: The Research Fellow will conduct research and analysis, in collaboration with other 
researchers, on market stabilization policy in the context of the globalization of agriculture, with 
the goal of enhancing food security for the poor. The incumbent will assist with capacity 
strengthening activities, and information dissemination to policy makers and other stakeholders. 
The incumbent will also be responsible for other research and outreach activities, including 
author and/or coauthor reports, papers, articles, and books; participation in both formal and 
informal presentations and seminars; and supervision of research assistants and analysts. 





Required: Ph.D. in Economics or Agricultural Economics: a minimum of three years post 
Ph.D. experience; research experience in market analysis; survey design and supervision 
skills; solid publications record; demonstrated capabilities in quantitative analysis and 
economic theory; excellent communication skills in written and spoken English, ability and 
willingness to travel extensively within Bangladesh: and demonstrated ability to work with 
teams. Preferred: Previous research experience in Bangladesh/South Asian agriculture, 





Applications: IFPR] offers a stimulating, collegial research environment with competitive 
salary and excellent benefits. Please send a detailed fetter of interest summarizing the 
relevance of your experience to IFPRI's needs, curriculum vitae, and the names and contact 
information of at least three references to E-mail: IFPRI-HRINTL @cgiar.org or Fax: (202) 
862-8187, or mail to; IFPRI, Human Resource Services, Ref# 01-101, 2033 K Street, N.W., 
Washington; DC 20006, USA. Position will remain open until March 31, 2001, 


IFPRE is an international and equal opportunity organization and believes that staff diversity 
contributes. to excellence. IFPRI therefore encourages women and developing country 
nationals to apply, Please quote Ref# 01-101 in all queries and correspondence. 
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EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy 
detailed below in the External Developments Division of the Directorate General Economics. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health 
insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


ECONOMIST - STATISTICIAN 


IN THE EXTERNAL DEVELOPMENT DIVISION 
(Reference: ECB/043/01/TE) 


The ECB is seeking a highly skilled and qualified Economist Statistician for its External Developments Division within 
the Directorate Economic Developments in the Directorate General Economics. The main tasks of the division are to 
monitor, analyse and make projections of the global economic environment, as well as analyse developments in foreign 


exchange markets and in the euro area balance of payments. The Economist-Statistician will be expected to work on | 


global economic projections including development and updating of the existing economic projections framework in 
close co-operation with the economists of the Global Economy unit within the Division. 


The Economist-Statistician will be involved in creating databases, developing software applications, preparing projections 
-On global economic outlook, and conducting econometric analysis and simulations. In addition, she/he will also contribute 
| to the preparation of internal briefing material related to reporting on global economic projection results and alternative 
scenarios analysis in co-operation with the economists of the Division. The Economist-Statistician will also be involved in 
selected analytical work-mostly of econometric nature-of overall interest for the Division. The position requires teamwork 
both within the Directorate General Economics and with other business areas of the ECB and ESCB. 


. . 


i n rie 


* Advanced university degree in economics or statistics with a sound knowledge of applied economics or proven ability 
to perform tasks commensurate with such a formal academic qualifications. 

* Experience in data management, programming skills and forecasting. Experience with FAME would be an advantage. 

* Sound knowledge of statistical and econometric techniques for analytical purposes and forecasting. Familiarity 
with standard econometric software. 

* Good command of English. A working knowledge of at least one other official Community language is required. 
Ability to draft briefing notes and present analytical findings in non-technical terms. 

* Ability to work independently and to contribute to team achievements, under time pressure, in an international 
environment. Ability to communicate effectively both, orally and in writing. 


Applications 

Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 
together with references confirming the required experience and skills. They should be addressed, quoting the reference 
number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am 
Main and should reach us no later than 9 February 2001. Applications will be treated in the strictest confidence 
and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69/1344 - 7979. However, this is 
-not a substitute for the original, which must still be submitted by post. 
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High Kepresentans 
AUDIT TRANSPARENCY OFFICER, ANTI-FRAUD 
SARAJEVO, BOSNIA AND HERZEGOVINA 


This is a uniquely challenging opportunity for a dynamic professional with the 
The Office of the “High 
Representative was established in 1995 and tasked with the civilian implementation of 
the General Framework Agreement for Peace in Bosnia and Herzegovina. The 
operational context is fast-moving and creative. The task is that of moving an 


knowledge and skills to effectively combat fraud. 


important country along the process of ultimate integration into the new Europe. 


The Anti-Fraud Department of the OHR assists local authorities in identifying and 
prosecuting illegal activities, monitors the judicial process of specifie cases, and has 


input into the process of reform of the legal and judicial systems. 
PURPOSE AND SCOPE OF POSITION 


The Audit Transparency Officer will be responsible for liaising between the OHR and 
external auditors to ensure that audits are undertaken in line with the objectives and 
mandate of the OHR and conform to current domestic legislation and international 
standards. He/she will report on the findings of audits to the High Representative, 
assist the Department in the analysis of economic crimes, and work with responsible 
domestic agencies to develop strategies to prevent corruption within government 


ranks, 

PROFESSIONAL REQUIREMENTS 

e ACCA or similarly qualified accountant with a minimum of five years auditing 
experience with a leading financial organization 

e Previous work experience in the region is an advantage 


e Strong interpersonal skills and the ability to work with both international and local 


experts 
e Strong personal commitment to peace implementation and anti-corruption 
initiatives in BiH 
e Team player who is willing to work long hours often under difficult conditions 
e Good level of spoken and written English and good computing skills 


To apply, please send in a detailed CV and one page cover letter to: 
Director of Personnel 


Emerika Bluma 1, 71000 Sarajevo, Bosnia and Herzegovina 
Fax: (387 33) 283 771 Email: application@ohr.int 


Closing date for applications: February 9, 2001 
Please quote reference number 720/00 














SENIOR INVESTMENT 
POLICY OFFICER 


Private Sector Advisory Services 


The FIAS Program is sponsored by the International Finance Corporation and 
The World Bank, along with a number of donors, to provide advice to member 
countries on their policies, programs, and institutions dealing with private, 
foreign direct investment (FDI). 


Based in our Washington, DC office, you will act as a task manager working 

on a wide range of policies relevant to the enhancement of the FDI 

environment. Candidates should have experience in the following: 

© Overall policy/legal framework for FDI 

e Aspects of corporate taxation/investment incentives, ownership restrictions, 
screening/approval policies/procedures, regulatory regime, foreign exchange 
control systems, technology transfer, intellectual property rights, etc. 

© Investment promotion strategy as it relates to the development strategy of 
an economy 

© Positioning/organization of investment promotion institutions 


Applicants must possess a Doctoral/post-graduate degree in a related field; 
10+ years of experience in FDI policy analysis or management position in 
investment promotion; practical understanding of the economics of FDI and 
development; demonstrated experience interacting with top government 
officials; and strong analytical and writing skills. Knowledge of French and/or 
Spanish is desirable. 


Applications, complete with curriculum vitae and full contact information of 3 
references, should be sent by February 17, 2001 to: Job Reference: PSAS003, 
The World Bank Group, 1818 H Street, NW, Room Number F-11K-184, 
Washington, DC 20433; Fax: (202) 522-0198; E-mail: fpsijobs@worldbank.org 
EOE. 

For more information about 


FIAS, please visit our 
website: www. fias.net 





The Foreign Investment Advisory Service (FIAS) Program 


S The 
World Bank 
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10M International Organization for Migration 
Based in Geneva 








SENIOR LEGAL OFFICER 


IOM has been designated as one of the implementing organizations to process 
daims and pay compensation to former slave laborers and certain other victims 
of the Nazi regime under the Settlement Agreement reached in the Holocaust 
Victim Assets Litigation (Swiss Banks) before the United States Court for the 
Eastern District of New York. IOM will be responsible for three classes of claims 
(Slave Labor Class |, Slave Labor Class Il and the Refugee Class). 


Under the supervision of the Director, Claims Processing, the incumbent will be 
in charge of the design of a work programme to process the Swiss Banks claims. 
in particular, s/he will participate in the development of policy and strategy 
relating to claims processing; develop a claims review and verification 
programme; and direct and supervise the review of claims by Legal Officers, 
Claims Assistants and other members of the Swiss Banks Claims Team. 


The successful candidate will have the following qualifications, expertise and 
competencies: University degree in law. A minimum of eight years of professional 
experience, including substantial experience with arbitration, claims processing or 
litigation. Experience in mass claims processing would be an advantage. 


Fluency in English. Knowledge of French and/or German would be an advantage. 


Excellent communication and organizational skills and an ability to work 
effectively and harmoniously within a team of colleagues from varied cultures 
and professional backgrounds. 


IOM offers an annual salary, net of tax, ranging between US$69,000 and 
US$74,000 plus an attractive benefits package. Applications from qualified 
female candidates are strongly encouraged. 


Candidates meeting the above criteria should submit detailed curriculum vitae, 
no later than 9 February 2001, to: 


Head, Staffing Unit, Human Resources Division, IOM, P.O. Box 71 
1211 Geneva 19, Switzerland 
1OM‘s web-site is at: http://www.iom.int 


CANDIDATES WILL BE CONTACTED ONLY IF THEY ARE UNDER SERIOUS 
CONSIDERATION 











































UNITED NATIONS NATIONS UNIES 









DEPARTMENT OF MANAGEMENT, PROGRAMME PLANNING AND BUDGET 
DIVISION, POLITICAL, LEGAL AND HUMANITARIAN SERVICE, NEW YORK 


The Programme Planning and Budget Division is the central unit of the United Nations 
responsible for programme planning and budgetary issues, including the Organization’s 
biennial programme budget of approximately US$ 2.5 billion. The Political, Legal and 
Humanitarian Service is one of the organizational units of the Division and is entrusted 
with those parts of the budget that relate to the political, legal and humanitarian 
activities of the United Nations. 


We seek to recruit a highly qualified candidate for the position of: 
CHIEF OF SERVICE, D-1 


The incumbent manages and supervises the work of the Political, Legal and Humanitarian 
Service. He/she is responsible for directly assisting the Director of the Division in exercising 
the budgetary functions of the Division, which include: preparing and presenting proposed 
programme budgets, medium-term plans and other reports of a budgetary nature; reviewing y 
ang monitoring the implementation of sections of the programme budget, ensuring compliance 
with budgetary procedures, relevant regulations and rules, and legislative mandates; establishing 
budgetary policies and formulating policy decisions on budgetary and financial issues. He/she 
represents the Division and/or the Office of Programme Planning, Budget and Accounts in 
meetings of legislative organs and advisory bodies of the United Nations, 


Requirements: Advanced university degree in public/business administration or related field, 
or the equivalent work experience and training. Fifteen years of progressively responsible 
professional experience, of which at least ten in administration, preferably in programme 
planning and/or budgeting. Familiarity with budgetary processes of international organizations, 
preferably in the UN system. Excellent communication skills, both in drafting and in oral 
presentations, Proficiency in spoken and written English; knowledge of a second official 
United Nations language desirable, 


Preference will be given to equally qualified women candidates. 


Remuneration: Depending on professional background and experience, annual gross salary 
(including post adjustment) from US$ 133,525, plus a number of additional benefits, when 
applicable, such as housing subsidy, dependency allowance, education allowance for children,” 
repatriation grant, employer's contribution to pension fund, six weeks’ annual vacation, paid 
home leave every two years. 


Applications. with full curriculum vitae, including salary history, birth date and nationality, 
should be sentto (quoting reference number VA: 00-A-DOM-001453-E-NY), Staffing Support 
Section, Office of Human Resources Management, Room S-2475, United Nations, New York 
10017, USA, Fax No: (212) 963-3134 or (212) 963-9560. E-mail address: staffing@un.org 


Closing date for receipt of applications: 28 February 2001. 
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The International AIDS Vaccine Initiative (IAVD 
is an international, scientific, not-for-profit organization 
working to accelerate the development and distribution of 
AIDS vaccines. TAV(s mission is to ensure the 
development of safe, effective, and accessible preventive 
AIDS vaccines for use throughout the wortd, 


TAVPs Vaccine Research and Development (R&D) Program works as a virtual vaccine 
company, through the establishment of Vaccine Development Partnerships which link 
vaccine designers and manufacturers from industrialized nations with clinical 
researchers and clinical trials sites in the developing world. IAVI's R&D staff and 
consultants provide the project management and technical. expertise to facilitate 
accelerated development and testing of multiple candidate AIDS vaccines. 











TAVE's R&D Program is currently expanding its 
individuals dedicated to excellence and motivated by IAVI’s vaccine development 
mission for the following positions: Medical Director (oversee international clinical 
trials program); Clinical Research Associate (clinical research support for clinical tials 
of experimental AIDS vaccines), Project Manager (manage vaccine development 
programs with international partnerships); Lnmunology Laboratory Manager (manage 
central immunology laboratory contracts and reagent production} and Data Manager 
(manage data entry and contracts associated with experimental AIDS vaccines), 





srofessional staff, and is looking for 














TAVUS R&D Program is also looking for part-time consultants and/or staff in the 
following disciplines to enhance bilities to accelerate AIDS vaccine development 
testing: Process Development Scientists, Vaceine Manufacturing Professionals, 
Epidemiologists, International Site Auditors and In-Country Project Managers. 





TAVIL currently draws support from a number of major foundations inchiding the 
Rockefeller, Sloan, Starr and Gates Foundations and several governments ine tuding the 
United Kingdom. Netherlands, Canada and Ireland, 


TAVI is an equal opportunity employer and is particularly interested in attracting 
individuals with international backgrounds and experience, and dedicated to 
accelerating development and delivery of safe and effective AIDS vaccines. Salary is 
commensurate with experie For more information on [AVI and position 
descriptions for the jobs listed above, please visit our Website at www.lavi.erg. 
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Ass ar 
and Development, International AIDS Vaccine Initiative, “HO William Street, 278 
Floor, New York, New York 1038-390). 
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RESEARCH DIRECTOR 


circa £65,000 p.a. plus substantial benefits 





LMC International js a leading consultancy speci 
commodities and their derivatives. From offi Oxford and Mew York, its 
50-plus staff provide high quality e omic analysis and advice to private 
and public sector clients around the world. 





g in agricultural 








LMC now plans substantial investment to extend the range and 
depth of the services that it offers, making full use of the internet. 
As a key element of its business plan, it wishes to appoint an 
exceptionally well-qualified and highly motivated research director. 


He/she will be one of three executives reporting to the managing director. 
The main responsibility will be to direct, inspire and supervise the firm's 
research teams. Working with LMC’s team leaders, the research director will 
develop new services to meet clients’ needs. 








The successful candidate is likely to have: 


* excellent academic qualifications in economics, with at least 12 
years’ relevant post-graduate experience 

* good personnel management skills 

+ a clear grasp of the difference far clients between ‘nice to know’ 
and ‘need to know’ information 

* a strong desire to help to build a highly professional and 
profitable leading-edge business. 


in addition to a competitive salary plus pension and profit-sharing, 
the successful candidate will be offered Board membership and 
significant phased share options. The post is located at the firm's 
central Oxford office and will involve some travel. 


nterested candidates should send their appli siete and curriculum vitae to: 


14-16 George Street , 


Dr James Fry, Managing Director, LMC internati 
Oxford OX1 2AF; em, 





: JFry@LMC co.uk 































































Director-General 


International Planned Parenthood Federation 
(IPPF) 


The International Planned Parenthood Federation (IPPF), the largest 
voluntary organization in the world concerned with family planning 
and. sexual and reproductive health, is conducting a global search to 
select à ‘new. Director-General. Headquartered in London, IPPF 
provides health services and education to millions of people 
worldwide through their network of national autonomous Family 
Planning Agencies (FPAs); IPPF is active in 180 countries. The 
Director-General is the Chief Executive Officer of the Federation with 
the responsibility, authority and accountability for strategic, 
programmatic, administrative and financial management operations of 
the Federation. She/He should demonstrate a strong record of 
achievement as.a leader in the global health arena, an appreciation for 
highly complex organizations and an enthusiastic commitment to the 
mission. The Director-General should possess wide-ranging 
intellectual capacity and a record of thoughtful but decisive decision- 
making ability. 

An advanced degree, preferably in areas related to international 
development, as well as additional languages are preferred. A 
willingness to travel extensively in the developing world is essential. 
Please respond with letter of interest and curriculum vitae by March 
15, 2001 to: 








Search Committee/IPPF 
c/o Mary C. Tydings 
Russell Reynolds Associates 
1701 Pennsylvania Ave., NW, Suite 400 
Washington, DC 20006-5805 


UNITED NATIONS NATIONS UNIES 


THE OFFICE OF THE SPECIAL REPRESENTATIVE OF THE SECRETARY- 
GENERAL FOR CHILDREN AND ARMED CONFLICT IS SEEKING A 
DIRECTOR AND A COMMUNICATIONS OFFICER 


The Special Representative serves as international advocate for children 
affected by armed conflict, promoting their rights, protection and well-being. 


DIRECTOR, D-2 


The successful candidate has substantial experience in humanitarian activities 
or conflict resolution, and extensive work with international organizations, 
NGOs or in government. Excellent diplomatic and managerial skills. 

S/He deputizes for the Special Representative; provides principal assistance 
in formulating policy and in implementing programmes, follows up on 
concrete initiatives undertaken by the Special Representative to protect 
children; establishes and maintains senior-level relationship with govern- 
ments, UN bodies, NGOs; manages office and staff. 

Advanced university degree in social sciences or relevant discipline. Fluency 
in English essential; knowledge of French an asset. 


COMMUNICATIONS OFFICER, P-4 


The successful candidate has at least 10 years professional experience and 
a demonstrated track record in strategic communications, public relations 
or journalism. Excellent writing, interpersonal skills essential. S/He will 
develop and implement a comprehensive communications, media outreach 
and public advocacy strategy to highlight the plight of children affected by 
armed conflict and the need for their protection and rehabilitation. 
International experience an advantage. 

Advanced university degree in a relevant field. Fluency in English essential; 
knowledge of French an asset. 

Preference will be given to equally qualified women. The United Nations 
offers a competitive benefits package. 

Send detaited curriculum vitae (incl. DOB, nationality) to: Search: Director 
D-2, or Search: Communications P-4. Office of the SRSG/CAC, 

Room S-3161, New York, NY 10017, Fax: (212) 963-0807.Only short-listed 
candidates will be contacted. 
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ICDDR,B: CENTRE FOR HEALTH AND 
POPULATION RESEARCH 


VACANCY 


ICDDR.B = the Centre for Health & Population Research (the Centre) is a large, non- | 
profit international health research organization headquartered in Dhaka, 
Bangladesh.. The Centre conducts research, service and training in a variety of the 
most important health problems developing countries face. Initially focused on 
cholera and diarrhoeal diseases, the mandate of the Centre has broadened 
considerably and is a world leader in studies of and solutions for common conditions.” 
prevalent in developing nations and associated with poverty, including infectious. 
diseases, malnutrition, high fertility, microbial and chemical contamination of the 
environment and need for better health services. 


Chief Finance Officer 
Pay Level: P5 (WHO/UN) 


Under the supervision of the Director, the CFO will ensure timely and. efficient 
functions of the financial and administrative areas of the Centre. The incumbent will 
also be responsible for managing the finance and budgeting activities of the Centre 
including advising the senior management staff on the financial implication of 
proposals, preparing and monitoring various financial budgets and reports of the 
Centre. The incumbent will also be responsible for analyzing and enhancing | 
financial and management information systems, 





CENTRE 


FOR HEALTH AND. 
POPULATION RESEARCH 





















































































Requires CA/CPA/MBA with specialization in finance or accounting. Must have 
minimum 10 years experience managing a finance/accounting function within a 
large national or international organization. Experience in a non-profit organization 
a plus. 


Qualified applicants are requested to send a cover letter with a detailed curriculum 
vitae including salary requirements and three referees complete with contact 
information to Head, Human Resources, ICDDR,B, GPO Box 128 Dhaka-1000, | 
Bangladesh or email to dhill@icddrb.org. 

For detailed information, visit our website: hup://www.icddrb.org 

Closing Date: 28 February 2001 





An Equal Opportunity Employer 





LEAD ECONOMIST 


The Foreign Investment Advisory Service (FIAS) Program 
Private Sector Advisory Services 


The FIAS Program is sponsored by the International Finance Corporation 
and The World Bank, along with a number of donors, to provide advice to 
member countries on their policies, programs, and institutions dealing 
with private, foreign direct investment {FDI). 


The qualified individual will perform the following duties based in our 
Washington, DC office: 


© Provide intellectual leadership, direct quality assurance, and lead 
research and knowledge management programs 


e Foster innovation in product design/delivery, particularly in the j 
development of Web-based platforms and self-assessment tools \ 


Coach, mentor, and advise staff 
e Manage complex advisory assignments 


Applicants must possess a Doctoral/post-graduate degree in Economics 
with demonstrated interest in micro-economic analysis and policy advice, 
15+ years of experience, knowledge of FD! issues, experience 
communicating with high-level government officials, and strong 
management and English communication skills. Knowledge of Spanish 
and/or French is desirable. 


Applications, complete with curriculum vitae and full contact information 
of 3 references, should be sent by February 17, 2001 to: Job Reference: 
PSAS002, The World Bank Group, 1818 H Street, NW, Room 
Number F-11K-184, Washington, DC 20433; Fax: (202) 522-0198; 
E-mail: fpsijobs@worldbank.org EOE. 


For. more information about 
olk 
World Bank 


FAS, please 
visitour website: 
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EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy detailed below in the Directorate 
Secretariat and Language Services. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health insurance and relocation 
benefits. Candidates must be nationals of a Member State of the European Union. 


LEGAL/LINGUISTIC EXPERT (“JURISTE-LINGUISTE”) 


- ENGLISH MOTHER TONGUE - 
(Reference: ECB/003/01/II/TE) 


The Juriste-Linguiste Unit within the Secretariat Division of the European Central Bank (ECB) is responsible for the linguistic regime of the ECB 
with regard to the preparation, adoption and notification of ECB legal acts and instruments in the official Community languages, for carrying out the 
review of such texts for legal, linguistic and terminological consistency and for maintaining a legal terminology database. The Juriste-Linguiste Unit is 
also responsible for arranging for the publication of ECB legal acts in the Official Journal of the European Communities, and for the compilation and 
publication of the “Compendium”, a collection of ECB legal instruments. 


The ECB currently has a vacancy for a juriste-linguiste of English mother tongue whose duties will include: 


Editing of draft ECB legal instruments prepared in English by native and non-native speakers. 
Proof-reading of texts produced in English which are destined for publication, in particular in the Official Journal for Official Publications, 

Translation out of at least two — and preferably three — of the other official Community languages into English of (a) legal instruments adopted 
by the national central banks of participating Member States for the implementation of ECB legal instruments, (b) draft legislative acts prepared | 
.. by individual Member States, and (c) court proceedings. i 
. Revision of translations into English of (a) legal instruments adopted by the national central banks of participating Member States for the 

«implementation of ECB legal instruments and (b) draft legislative provisions prepared by individual Member States. 

- Establishment of the methodology and procedures for the review of draft ECB legal instruments in all their required language versions... 
for legal, linguistic and terminological consistency in order to ensure the equally binding legal effect of the instruments throughout the 
European Community. 

Provision of assistance to the translation units of the Bank of England and the Central Bank of Ireland with regard to legal texts. 
Contributing, as required, to the general legal work of the ECB. 


+ Completion of a course in law with evidence of a degree in law or a qualification as a barrister, advocate or solicitor in the United Kingdom 
or Ireland, 

* Relevant professional experience, preferably of working as a legal/linguistic expert at a Community institution, or with a comparable profile in private 
practice or in the legal department of a financial institution or public body in the respective national jurisdiction. 

* A good working knowledge of Community law. 


+ A perfect command of English. 
* An excellent written and spoken command of at least two other official Community languages. 
« Proven ability to translate legal texts; a diploma in translation and professional translation experience in the legal field would be an advantage. 


Eurther general qualifications 

* Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team are very important. 

~A sound background knowledge of financial and economic affairs. 

+ Advanced PC skills and a practical knowledge of standard MS Office applications are essential. Familiarity with legal terminology databases 
(e.g. Celex, Eurodicautom), with a terminology management package such as TRADOS MultiTerm and translation memory software such as 
TRADOS Translator’s Workbench would be an advantage. 


Applicats 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, together with references 
confirming the required experience and skills. They should be addressed, quoting the reference number, to the Eurepean Central Bank, Directorate 
Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later than 23 February 2001. Applications will be treated 
in the strictest confidence and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is not a substitute for the 
original, which must still be submitted by post. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted by post. 
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COURSES FHAT 
CHALLENGE YOUR MIND. 


Initiatives in Conflict Management: 

Planning for Civil-Military Cooperation 
Presented jointly with the National Security 
Program and the Conflict Management Group, for 
mid-to-upper level U.S. and international participants 
from the government, military and private sectors. 
Prospective applicants are typically involved in inter- 
vention at all stages of conflict and reconstruction. 
May 13-20, 2001 


Leadership for the 21st Century 

Senior executives from the public, private, and non- 
profit sectors investigate ways to exercise leadership 
effectively in the face of the toughest challenges. 
May 6-11, 2001 


Environmental Economics: A Course 

for the Non-Economist 

Leads public and private sector officials toward a 
greater understanding of economic aspects of 
environmental problems and policies. May 6-13, 2001 


Leadership Education: 
An Advanced Program 
for Professional Trainers, 
Educators and Consultants 
Practitioners of leadership 
education learn about new 
skills, techniques and concepts 
for teaching and training on 
leadership. May 14-25, 2001 


















Strategic Public 
Sector Negotiation 
For senior level executives in 
government and their inter- 
national equivalents, and senior 
executives in private and 





nonprofit organizations with heavy government 
interface. Negotiating successful formal agreements 
and productive informal understandings. 

May 21-25, 2001 


Leaders in Development: Managing 

Political and Economic Reform 

For senior leaders from developing, newly industrial- 
ized and transitional countries. Focuses on the 
problem-solving, analytic, and strategic skills needed 
to implement major political and economic transitions 
and institutional change. June 11-22, 2001 


Infrastructure in a Market Economy 

Designed for senior public and private sector officials 
from both industrialized and newly industrialized 
countries. Focuses on effective policies for implementing 
and regulating the private provision of infrastructure. 
July 15-27, 2001 


Senior Managers in Government 

For senior executives in the federal government 

and their private sector and international counterparts. 
Focuses on management of 
change, policy analysis, negoti- 
ation, leadership, strategy, and 
organizational management. 


July 29-August 17, 2001 


For brochure and applications, 
please contact: 

Enrollment Services 

Phone: 617-496-0484, ext. 170 
Fax: 617-495-3090 
KSG_ExecEd@harvard.edu 
www.execprog.org 
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Debt trap! 


HE shadows looming over the world’s 
rich economies show no sign of lifting. In 
the biggest, the United States, the new Bush 
administration has talked openly of a down- 
turn, and even of recession. The second- 
biggest, Japan, is teetering yet again on the 
brink of a recession of its own. It is true that, 
for now, the outlook in Europe appears more 
hopeful. But the risk that everything on the 
~ economic front could go wrong this year re- 
mains real. It is most pronounced in America; 
and its most fearsome guise is as a debt trap. 
In simplified terms, the big worry is whether 
America might follow a similar road to that 
taken by Japan ten years ago: a burst bubble 
followed by a deep and prolonged recession, or even slump. 
Judging by the ingrained optimism of most American 
economic commentators, such a worry might seem risible. A 
year ago, most believed that America’s ten-year expansion 
would continue indefinitely. Now, after the bursting of the 
Nasdaq stockmarket bubble, and with the economy slowing 
« sharply, a few admit to a risk of a mild recession. But almost 
all expect a bounce-back later in the year, as monetary easing 
works its charm. They see no chance that America’s economy 
could collapse in the same way as Japan’s. After all, the two 
are completely different. Aren’t they? 


A tale of two bubbles 


On the surface, the answer seems to be: yes. American banks 
are sounder than Japan’s were at the height of its more- 
pervasive bubble. The Japanese investment and stockmarket 
booms in the 1980s were based on the flawed notion that Ja- 
pan had invented new economic laws—whereas America’s 
faster productivity growth, driven by the high-tech revolu- 
«tion, looks more real. And Japan’s decade of feeble growth 
can be blamed on policy errors more than on the bursting of 
the bubble itself. Japan’s policymakers failed to encourage 
enough monetary expansion or to purge the country’s bank- 
ing system (see page 67-69). While an appropriate policy re- 
sponse cannot entirely be counted upon in America, the 
prospects look better than in the murky politics of Japan. 
All that said, there are enough eerie similarities between 
America today and Japan in 1989-90 to be worrying. The big- 
gest is excessive debt. Too much debt was always at the heart 
of Japan’s weakness. So it is alarming that America’s boom 
“has also been fuelled by massive borrowing by companies 
and households. Our survey of corporate finance in this 
week’s issue explores how American firms’ borrowing binge 
has left lenders exposed to some nasty risks. And, as if cor- 
porate debt is not alarming enough, consumer borrowing has 
been even more rampant. By borrowing against paper gains 
in share values, households have been able to shop until they 
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dropped, not bothering to save. 

Optimists retort that private-sector bal- 
ance sheets look healthy, because the increase 
in debt has been more than matched by in- 
creased assets. However, balance sheets also 
looked remarkably healthy in Japan in the 
late 1980s—until asset prices tumbled. On 
most historical measures, American share 
prices remain heftily overvalued. A lot of 
consumer and corporate debt has been in- 
curred on the assumption of everlasting 
growth and rising share prices. 

The notion that America’s bubble has 
been smaller than Japan’s also needs qualify- 
ing. Japan’s excesses depended chiefly on 
crazy property prices, while American property has remained 
fairly sane. But the corresponding boost to debt and con- 
sumption in America has come from the stockmarket. At the 
market’s peak, American households owned shares worth 
175% of their disposable income, much higher than Japanese 
households’ shareholdings at the Tokyo market’s 1989 peak of 
only 90% of their income. Just as Japan’s crash led Japanese 
consumers to raise their savings and cut spending, so the risk 
is that the same could occur in America. 


Plus ça change 


Japan, in short, is not unique. America is but one more exam- 
ple of an age-old phenomenon, in which rapid increases in 
asset prices encourage a credit binge and overinvestment that 
prove unsustainable once asset prices fall. It is no coincidence 
that the deepest and most protracted recessions in recent de- 
cades have taken hold in countries that experienced booms 
in property or share prices and a build-up of debt, such as 
Britain and Sweden in the early 1990s. This is not to deny that 
the rr revolution has lifted America’s productivity growth, 
nor that this might justify some of the increase in share prices 
and hence some of the extra debt. But it would not justify 
nearly enough of it to eliminate the risk of a recession. 

What about America’s ample monetary and fiscal ammu- 
nition? America certainly has more scope to cut interest rates 
and taxes than today’s Japan, where interest rates are already 
near zero and the government has a massive budget deficit. 
But Japan had plenty of scope to do both in 1990, when inter- 
est rates were high and its budget surplus was even bigger as a 
share of Gpr than in America today. Japan was slow to cut in- 
terest rates, but that was because its economy continued to 
boom for almost two years after the stockmarket bubble had 
burst. Although fiscal and monetary easing may be able to 
prevent disaster, they may not be enough to prevent a reces- 
sion, especially if there is a large overhang of debt. 

Alan Greenspan, the chairman of America’s Fed, does at 
least have the advantage of being able to learn from Japan. He 
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would surely avoid the error of allowing deflation to take 
hold. Even so, the Fed, whose policymaking committee meets 
next week, faces a dilemma over when and how quickly to 
cut interest rates. Ease too soon and by too much, and either 
the bubble could reflate, paving the way for an even harder 


landing in future, or the dollar could collapse. Ease too late, 

and America could come to look horribly like Japan. 
America has a good chance to escape the full, stagnant 

fate suffered by Japan during the 1990s. But the more that the 

debt trap is ignored, the more the risks will rise. 

E 








After Mandelson 


Hit by scandal, Britain’s Northern Ireland secretary had to go. But his 


departure will put new burdens on Tony Blair 


| in it is occasionally tempting to think, is a cruel 
sport. One moment you are sailing merrily along, miles 
ahead in the opinion polls, an election almost near enough to 
touch, and opposed by a party of quite remarkable ineffec- 
tiveness. Then, out of nowhere, a storm appears, tossing one 
of your best and most loyal crew members over the side, for 
the second time in two years. And all over the footling matter 
of a two-minute phone call on behalf of a rich Indian busi- 
nessman called Srichand Hinduja, who had been kind 
enough to support one of your pet projects and simply 
wanted a British passport. It all seems so unfair. 

Fortunately, that temptation can quite easily be resisted. 
For the ejection on January 24th from Britain’s government of 
Peter Mandelson, the secretary of state for Northern Ireland 
and one of Tony Blair’s closest allies, was richly deserved. Two 
years ago, when he first resigned from the government over a 
home loan accepted from a wealthy colleague, he showed an 
arrogant disregard for the conflict of interest that arose when 
his own department began to investigate that same colleague. 
Then he compounded the sin by lying about it, and conceal- 
ing it even from the prime minister. Now, having been 
“cleansed” by an all-too-brief leave of absence from the cabi- 
net, he has done the same thing again. He had to go, both be- 
cause of his sins and because otherwise Mr Blair would have 
looked ridiculous. 

Were his sins really that bad? By all accounts, Mr Man- 
delson has done a good job in Belfast. But as a politician, he 
has been fatally flawed. His phone call on behalf of Mr 
Hinduja’s passport application, even if it is shown to have 
merely been a technical enquiry, was clearly intended to put 
pressure on the Home Office (or to make Mr Hinduja think 
pressure was being applied) to grant citizenship to a man who 
had donated £ım ($1.5m) to support the Millennium Dome. 
This was improper, even if a cynical public will not be sur- 
prised to hear of such favours being done for the rich. It was 
arrogant to think that news of it would never emerge. And 
then it was plain, suicidal stupidity to lie about it once the 
news got out, even to Alastair Campbell, the prime minister's 
spokesman. This was just the appearance of impropriety and 
disloyalty, Labour’s Mandelson-trained spinners will say, not 
real impropriety itself. Humbug. If there was nothing im- 
proper to conceal, why bother to conceal it? 

For Mr Blair, the best thing that can be said about Mr 
Mandelson’s departure is that it happened quickly, making 
the prime minister at least look decisive and in charge. Most 
probably, unless further muck comes to light, this affair will 
have little influence on the outcome, or even the timing, of the 
general election, which remains likely to take place in May 
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and be won by Labour. But even to have risked such an influ- 
ence will be giving Mr Blair the collywobbles. And some of Mr 
Mandelson’s sins may come also to be associated with his pa- 
tron: an excessive cosiness with the rich and powerful; the 
sense that status and influence are for sale; the arrogance to 
believe that doing a job well is enough to neutralise any im- > 
proper behaviour. For a long time, Mr Blair could pose to the 
public as a leader who was both saintly and competent. This 
week’s events have cast a shadow over both those words. 

It will also, however, cast a shadow over Labour’s whole 
second term. For Mr Mandelson’s departure will alter the bal- 
ance of the government: it removes the most vocal advocate 
of closer integration into Europe; it removes the original king- 
pin of New Labour’s project to realign British politics by cosy- 
ing up to the Liberal Democrats; and it removes the only 
heavyweight in the cabinet who Mr Blair seemed really to 
trust. In short, it will put even more of the onus on the prime 
minister himself. à 


From New Labour to Middle-aged Labour 


What is curiously unclear, though, is whether Mr Blair is ca- 
pable of taking on such a burden, or willing to. This is curious 
because Mr Blair has famously run quite a presidential sort of 
government. But, compared with President Thatcher at least, 
he has not yet shown much of a willingness to go out on a 
limb, to pull his colleagues and party firmly to where he 
wants them to go. Or even to show quite where that place is. 

Some commentators this week have compared Mr Blair’s 
trouble with Mr Mandelson to Margaret Thatcher’s decision, 
in 1989, to ditch her chancellor of the exchequer, Nigel Law- 
son, when he fought with her close advisers. But there was a» 
crucial difference. She disagreed on policy with Mr (now 
Lord) Lawson, whereas Mr Blair agrees with Mr Mandelson 
on almost everything. The man he may well disagree with 
during the second term is his chancellor, Gordon Brown. 

As long as they are united, this will be a strong gov- 
ernment, with two powerful individuals at its core. But they 
may well disagree if Mr Blair, shorn now of his chief pro- 
European, wants Britain soon to join the European single cur- 
rency. They might also disagree in future over taxation and 
spending, with Mr Brown keener than Mr Blair to pull the 
government towards the left during the second term, reaching” 
out to core supporters through redistributive taxation and 
higher public spending. If Middle-aged Labour is to stay in 
the centre or the centre-right, to move closer to Europe, to 
move closer to or even merge with the Lib Dems, the onus, 
increasingly, will fall on one man and one alone: Tony Blair. 





THE ECONOMIST JANUARY 27TH 2001 


Education betrayed 


Many Americans say that the new administration’s education plan is too bold. 


Actually, it is much too timid 


EORGE BUSH, striving already to give substance to “com- 
passionate conservatism”, has made education his first 
order of business. Fine: American education needs reform. On 
January 23rd he sent Congress his first legislative proposal, a 
plan to spend more on schools, with measures, he says, to en- 
sure that the money gets results. The president wants children 
to be tested each year in maths and English. Schools, districts 
and states that improved their performance would get more 
cash; the others would face, in effect, a financial penalty. 
States would be given more flexibility in the way they spend 
some federal education money. And, almost as an after- 
- thought, Mr Bush advocates a limited voucher plan, which 
would help some poor parents of some poor students in some 
failing schools to pay for private tuition, maybe. 

The educational establishment—the teachers’ unions and, 
to the extent these two can be separated, the Democratic 
Party—applauded the early emphasis on more money for 
schools, but deplored the partisan, divisive, immoderate, 
knee-jerk, reckless, ideological idea of allowing a few parents 
a bit more say in their children’s education. The timidity of 
the plan’s thinking on vouchers, and the hostility that greeted 
even that, spell doom for hopes that a Bush presidency might 
transform American education. The opportunity to do it is at 

«hand, or so it seemed. It isn’t going to happen. 


A better bureaucrat 


When Mr Bush presented his plan, his remarks were widely 
seen, with reason, as signalling willingness to drop vouchers 
altogether. He avoided uttering the v-word. He promised to 
work with the Democrats, and they are ready with a plan of 
their own, quite like the president's, except that the voucher 
part is excised. Their formula—‘invest in reform, insist on re- 
sults”—is regarded as radical in the party. (That “insist on re- 
sults” part, you understand, could be construed as holding 
teachers to account in some way, which must be a mistake.) 
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But the truth is that more spending plus more targets is not a 
new approach: it is only an improved version of the old ap- 
proach. Welcome though improvement may be, it is not the 
bold departure that is needed. 

Yes, it makes sense to tie additional funding to perfor- 
mance targets: susceptible as they may be to evasion or 
manipulation, such devices are better than more money with 
no strings attached. But what is missing is the all-important 
pressure to compete for the business of individual, empow- 
ered consumers. That pressure is what makes the private sec- 
tor of the American economy the most vibrant in the world. It 
is responsible for the excellence of America’s universities. And 
lack of it is a main cause of bad schools. Vouchers, with gen- 
erous funding, are the best answer. The evidence that greater 
parental choice, however arranged, raises standards is already 
persuasive (see page 78). On all this Mr Bush seemed con- 
vinced. How did this chance come to be missed? 

The president would answer that the strength of opposi- 
tion to market forces in education is daunting (see page 33), 
especially for an administration forced to collaborate with 
moderates from the opposing party. What is so disappointing, 
however, is that such a collaboration ought to have been pos- 
sible on this issue. The Democratic Party is not entirely mono- 
lithic on vouchers: the idea commands support, interestingly, 
among black politicians familiar with the desperation of fam- 
ilies trapped in the educational ghettos of many American 
cities, who see vouchers as the best way out. The charge that 
these Democrats should have levelled against Mr Bush’s 
voucher plan is that it offers too little money to make school 
choice a reality even for the targeted parents, let alone for par- 
ents in inner cities more generally. It is too timid, not too bold. 

Nobody on the left is saying so. That is a betrayal of the 
children that the American economic miracle will continue to 
leave behind. And all the centrally managed targets and top- 
down accountability in the world are not going to put it right. 





‘Russia breaks its word 


If it goes ahead with its plans to sell nuclear reactors and uranium fuel to India, 
Russia will be in clear breach of its anti-proliferation promises 


O HEAR President Vladimir Putin tell it, Russia leads the 

world in its efforts to rein in weapons of mass destruction 
and—glaring hard at America and its proposed missile de- 
“fences—to prevent a new arms race. Last year it ratified the 
Comprehensive Test-Ban Treaty that America’s Senate had re- 
jected, and that China’s parliament is still pondering. It also 
belatedly ratified the Start-2 nuclear-reductions treaty with 
America. And, after a lot of American chivvying about dodgy 
nuclear- and missile-technology exports by Russian firms, 
new export controls were published. So why is Russia pro- 
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posing to drive a nuclear-propelled coach and horses through 
the guidelines of the Nuclear Suppliers’ Group (nsc) and its 
commitments to other members of the Nuclear Non- 
Proliferation Treaty (NPT) by selling up to four nuclear reactors 
to India, plus uranium fuel for a fifth? 

If Russia goes ahead, it would break no actual treaties. In 
1993 the NsG, an informal group that includes Russia and 
most major suppliers of nuclear equipment, decided to ban 
all nuclear trade with countries that did not have interna- 
tional safeguards on all their nuclear facilities, thus commit- 
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ting its members to action well beyond their existing export 
controls on goods that might help a country build nuclear 
weapons. Two years later, most ner members reached a simi- 
lar agreement. India refuses “full-scope” safeguards, has 
never joined the npr, which legally requires them, and in 1998 
conducted five nuclear-weapons tests. 

Russia claims that the “full-scope” rule does not apply to 
its proposed sale of nuclear reactors to India, since the idea 
had come up in the late 1980s—that is, before the Nsc ban. 
That is wholly disingenuous. The contracts being negotiated 
break the rule. So does what is presumably the sweetener for 
the deal: the supply of uranium fuel for India’s Tharapur re- 
actor. America stopped supplying its fuel after India’s first, 
supposedly “peaceful”, nuclear explosion in 1974; France 
pulled out to comply with the “full-scope” rule; only China, 
outside the nsc, has in recent years helped India find nuclear 
supplies it could not get elsewhere. 


Fission for compliments 


Part of the explanation for Russia’s nuclear dalliance with In- 
dia lies in the fissile nature of its own politics. Russian firms, 
following up old Soviet connections and often with the con- 
nivance of officials who are supposed to police them, have 
been implicated in illegal transfers of missile and nuclear 
technology to several countries. Russia’s minister for atomic 
energy has a foreign policy all his own: he wanted to sell laser 
enrichment technology that could help in bomb-making to 
Iran (which has signed the ner but barely disguises its weap- 


ons ambitions). Already building one reactor in Iran, Russia 
hopes to build more. Foreign-ministry officials who see the 
dangers are overridden in the drive for contracts, as they were 
recently by the arms industry’s desire to sell conventional 
weapons to Iran, despite Russia’s promise not to do so. 

In their defence, Russia’s nuclear bureaucrats claim the 
best way to influence nuclear programmes in countries like 
Iran, and also India, is to work with them. More likely, when 
scientists sit down together, what gets passed on is not re- 
straint, but skills and know-how of direct use in bomb- 
making. That is how India first got started on its bomb. 

Mr Putin seems intent, for now, on making life as uncom- 
fortable for America as possible—in India, Iran or anywhere 
else. India would prefer nuclear help from France or America, 
and hopes the bait of its deals with Russia may eventually 
draw them in. But India could just as easily get caught in the 
crossfire on this issue between the bigger powers. 

If Russia is determined to go ahead, can anything be done 
to stop it? Another of Russia’s commercial wheezes is a plan 
to build an international repository for spent nuclear fuel. Al- 
ready controversial, given the lousy safety record of Russia’s 
nuclear industry, this could be made a non-starter if Russia’s 
nuclear co-operation with countries like India and Iran 
causes America and others to lean hard on potential custom- 
ers. But pressure must also be put directly on Russia itself. It is 
threatening to turn its commitments on nuclear export- 
controls into a cheater’s charter. Countries that care about 
proliferation should not let it get away with it. 





Showdowns in South-East Asia 


The removal of the Philippines’ president was a good deed, done the wrong way. 


Other South-East Asian countries should take note 


S HE stumbled out of Malacanang Palace, beaten, con- 
fused and by most accounts badly hung-over, President 
Joseph Estrada of the Philippines cut as sorry a spectacle as 
he had in office. Swept into power in 1998 on promises to de- 
fend the little guy, as he had so often done in the B-movie 
roles from which his political career was launched, he had 
ended up not so much protecting the underdog as robbing 
him. It is ironic that the allegations that brought Mr Estrada 
down concerned pay-offs from operators of jueteng, an ille- 
gal numbers racket aimed at the Philippines’ poorest, and the 
skimming of taxes on tobacco. 

Having presided over a collapse in his country’s stock- 
market and currency, as well as a worsening rebellion in its 
separatist south, Mr Estrada is no loss to an office that he 
never got to grips with. But there is much to regret in the man- 
ner of his passing, which serves as a reminder of how far the 
Philippines still has to go before it can be regarded as a nation 
of laws, not of men. For all the talk of “people power” and tri- 
umphs of democracy, the democratically-elected Mr Estrada 
was removed by what amounted to a bloodless coup, backed 
up with a bit of mob law, after the prescribed constitutional 
process had shown itself to be deficient. 

Mr Estrada at no point formally resigned. He now says he 
has “strong and serious doubts” about the legality of the 
transfer of power. His Senate trial, which aimed to remove 
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him from office by the only legal method, collapsed in disar- 
ray after loyalist senators refused to allow bank records that 
the prosecution said would prove his guilt to be admitted as 
evidence. The army transferred its loyalty to Mr Estrada’s es- 
tranged vice-president only after its top brass were warned 
by junior officers of the prospect of military action on the 
streets of Manila were Mr Estrada to stay. No doubt the men 
in khaki were acting for the best, but, like Cory Aquino beforey 
her, Gloria Macapagal Arroyo takes office with the uncom- 
fortable knowledge that the armed forces helped put her in 
power. Mrs Aquino went on to face a string of attempted 
coups that nearly toppled her. 

All that said, Mrs Arroyo’s own democratic credentials are 
not in doubt, which makes this coup a big improvement on 
the usual kind. Elected vice-president in her own right with a 
record share of the popular vote, Mrs Arroyo has performed 
well as an administrator and a senator. She ought at least to 
know her way around the presidential palace, having partly 
grown up there while her father, Diosdado Macapagal, held 
the job of president, bravely tackling corruption and land- 
reform before being defeated by Ferdinand Marcos in 1965. 

As for the father, so for the daughter: the war on cor- 
ruption should be among Mrs Arroyo’s top concerns. Cor- 
ruption, after all, is what has brought down Mr Estrada. And 
allegations of corruption also threaten both the president of 
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Indonesia and the prime minister-elect of Thailand, who 


faces disqualification for failing to report all his assets. How- 
ever embarrassing, such scrutiny is no small sign of progress 
- in a region that still needs to clean up its politics. A free press, 
probing as never before the finances and doings of once- 
untouchable leaders, has proved central to all three cases. 


Indonesia, as well as its president, on trial 


This newspaper, on the whole, has a lot of time for Ab- 
durrahman Wahid, a brave man who consistently pushed for 
greater democracy during the autocratic rule of General Su- 
harto in Indonesia. In office, he has tried hard, though with 
only partial success, to get the army out of Indonesia’s poli- 
tics, and to tread the difficult line between devolving power 
from the centre and seeing his country fly apart. But (see page 
28) Mr Wahid has a bit of explaining to do himself on two big- 
gish scandals now before parliament: so far, he has acted 
more as though he has something to hide than as a man con- 







cerned to show that, in a democracy, presidents can be held 
accountable. And on past occasions, too, he has appeared to 
act high-handedly, sacking and appointing ministers in ways 
too reminiscent of his predecessor. 

Next week, the stage is set for a showdown between Mr 
Wahid and his critics in parliament: impeachment is not be- 
ing ruled out. Were Indonesia’s first democratically chosen 
leader to be removed from office on corruption grounds, that 
would be a matter for regret by democrats everywhere, and a 
boon to Indonesian reactionaries who claim their country is 
too sprawling and young to adopt democracy. But were the 
process to be sound in constitutional terms, a regrettable out- 
come ought not to be seen as a setback for democracy. It 
would be very different from the story in the Philippines, 
where a good result has been tainted by bad methods. Better, 
of course, if neither country had had reason to doubt its presi- 
dent. But where such doubts warrant action, the procedure 
must be properly constitutional if democracy is to take root. 





Public-health authorities owe citizens unspun information and a measure 


of respect. Official propaganda scorns both 


RITAIN is in a renewed state of alarm over the combined 

MMR vaccine, routinely given to children to guard them 
against measles, mumps and rubella. Campaigners have long 
expressed the fear that the triple vaccine is linked to bowel 
disease and autism; successive governments have insisted it is 
“safe”. Post-BSE, Official reassurance on health and safety was 
already a badly devalued currency. Now further doubt has 
been cast—at least in the minds of many parents—by a new 
report which attacks the way the vaccine was tested and 
which takes seriously the possibility of a link with autism. 
Even before this latest development, many British parents 
were refusing the vaccine. As the proportion of children im- 
munised, currently 88% and falling, continues to drop, the risk 
of a return to the epidemics of old steadily mounts. 

All this presents a tangle of difficult issues. In the middle 
lies a dilemma for liberals and public-spirited parents alike. 
Suppose, as seems likely, that the new report is a badly flawed 
piece of work (see page 56). Suppose, as also seems likely, that 
the mmr vaccine is indeed “safe” in the ordinary meaning of 
the word: that is, the risk of harmful side-effects, while not 
zero (unattainable for any vaccine) is tiny—and negligible 
when set against the benefit of protection from measles and 
the rest, which are not just unpleasant illnesses but capable of 
disabling and even killing. The dilemma which then arises is 
this: once MMR has all but eradicated measles, the risk of an 
unvaccinated child catching the illness is virtually zero. Why 
then should any given parent expose a child to the risk, how- 
ever small, of the mmr vaccine? The temptation is to “free- 
ride” on vaccinations dispensed to other children. Once this 
idea establishes itself, as it has begun to in Britain, ever fewer 
parents choose the vaccination—until, that is, epidemics of 
measles start killing and crippling all over again. 

The public-health professional, keen on “efficiency”, and 
guided by the idea (warranted, up to a point) that he knows 
more about this than the population as a whole, responds in 
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two ways. First, move as close to compulsory vaccination as 
public opinion will allow. In Britain this takes the form of se- 
vere restrictions on the availability of the alternative course of 
(allegedly safer, in practice less effective) single vaccines. Par- 
ents are told, in effect, mmr or nothing. Second, wage a pro- 
paganda campaign, economising on truth, never qualifying 
the word “safe”, telling parents whatever it takes to get them 
to do the right thing for the community at large. 

As Britain is discovering, this approach has drawbacks. 
For a start, it tramples on people’s rights—not that this would 
keep too many officials awake at night. Also, more serious ac- 
cording to their view, it isn’t working. Quasi-compulsion plus 
propaganda barrage is failing even on its own terms, thanks to 
a probably irrecoverable loss of trust in “experts” in any way 
connected to the government. But at this point liberals do get 
confused. It is good that people repudiate disguised coercion 
and sugar-coated “information”. It is not so good if the conse- 
quence will be more children exposed to unnecessary suf-, 
fering and death, at least as compared with the alternative of 
universal immunisation. What is the answer? 


The trouble with freedom 


In a free society, where officialdom cannot monopolise 
knowledge, governments must deal with people as if they 
were intelligent adults, inconvenient as this must be. It is a 
matter both of what is right and, nowadays, of what is feasi- 
ble. Actually, offered an open debate and an unvarnished 
presentation of the facts, it is a fair bet that the proportion of 
parents choosing mmr would rise, even without the spur of 
new outbreaks of measles. But if a combination of free-riding 
and old-fashioned ignorance keeps the proportion of chil- 
dren immunised far below 100%—admittedly, on present 
knowledge, a less-than-ideal collective outcome—well, that is 
the price of freedom. 
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T. ECAT OLIC C URCH 


Between this world 


and the next 


As Pope John Paul II creates what is probably his last batch of cardinals, the 
Roman Catholic church waits for change. Will it come? 


TEP into London’s Westminster Cathe- 

dral at 8am on any morning, and you will 
find 60 or 70 people attending mass ina side- 
chapel. The same number appear at the 8.30 
mass, and at the 9 o'clock. Most are on their 
way to work, but they make a deliberate 
pause for this. And the scene could be re- 
peated the world over. 

The business of the Roman Catholic 
church is not this world, but the next. Most of 
those morning mass-goers could not tell you 
the names of two people in the Curia in 
Rome. They could not care who is up or 
downin the Vatican horse-race. They cling to 
the church as a conduit of comfort, grace 
and, ultimately, salvation. This is all that 
matters; and, at base, it is all that 
matters in the Vatican, too. 

The church’s long view of hu- 
man affairs—in fact, the longest 
possible—makes it a peculiar player 
on the world scene. Much that it 
does and says seems clumsy, baf- 
fling and, even to some Catholics, 
inexcusable. Sub specie aeternitatis, 
matters often look quite different. 
The problems of the church have al- 
ways stemmed from the attempt to 
promote eternal truths through the 
agency of mere humans ina shifting 
world. That task gets no easier. 


An unruly flock 


At the last count, in 1998, there were 
just over a billion Roman Catholics. 
Ten years earlier there were around 
900m. In almost every region of the 
world, the Catholic proportion of 
the population has stayed the same. 
Despite those large Catholic fam- 
ilies, the church is essentially stand- 
ing still: except in Africa, which re- 
mains, as for some time, the richest 
source of conversions. 

Look closer, or apply different 
methodologies, and the figures start 
to be discouraging. In Brazil, the big- 
gest and most influential Catholic 
country in Latin America, the pro- 
portion of people calling them- 


to 83% in 1991, the most recent census; it is 
perhaps another ten percentage points 
lower now. And within that 70% or so, large 
numbers will be Catholic in name only. 

In every region, mass attendance has 

been falling for the past two decades 

as modern life makes it harder to 
dedicate Sundays to prayer. 

The mass itself has become het- 
erogeneous. In Africa ancient animist 
practices colour the liturgy, despite Rome’s 
efforts to remove them. In the developed 
world, evangelical practices, such as faith- 
healing and speaking in tongues, have 
caught on. In Sao Paulo, the rock-star minis- 
try of Father Marcelo Rossi draws as many as 








selves Catholic fell from 93% in 1950 
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Jubilee’s end 


1m people to masses laced with aerobics. 

Politically, Catholics do as they please. 
Countries once thought to be papal lapdogs 
now think for themselves: Ireland, for exam- 
ple, has legalised divorce, though cautiously. 
The disappearance of papal censorship, in 
the form of the Index of proscribed books, 
has led many Catholics to assume they have 
complete freedom of thought and expres- 
sion. Old structures of prayer and penance 
have predictably fallen by the wayside since 
they became optional. Notions of heaven 
and hell are cloudy. Although, whenever 
Pope John Paul pays a visit, the faithful turn 

out in their thousands, his writ does not 
necessarily run inside their homes. 
Increasingly, Catholics practise their 
religion on their own terms. 
From the moment he came to the 
See of Peter in 1978, Pope John Paul 11 
was well aware of this. He knew, too, that 
much of this chaotic dissent among the laity 
sprang from the efforts of Pope John xx in 
1962 to refashion the church for the modern 
world. Vatican u, the first general council of 
bishops for almost a century, made startling 
efforts in every direction, from promoting 
ecumenism to modernising the lit- 
urgy to proposing more consulta- 
tion. Rather than continue along 
that risky path, Pope John Paul de- 
cided, in large part, to retrench. The 
eternal verities, he believes, can be 
restated only through a church that 
does not change its mind. 

There is truth in this, of course. 
The church’s unwavering emphasis 
on the sacredness of life and the es- 
sential dignity of every human per- 
son, both favourite themes of Pope 
John Paul, provides a cast-iron basis 
for moral action. It enables Catho- 
lics to follow a coherent theme of 
opposition to abortion, euthanasia 
and the death penalty, and many 
do. It inspires much charity and so- 
cial action (if also, sometimes, a 
blinkered anti-capitalism). The pro- 
blem comes in the sphere of private 
sexual conduct: where theological 
thinking, so carefully honed behind 
desks in Rome, meets the chaos of 
human desires in the world outside. 


The misery of sex 


Two themes, birth control and celi- 
bacy, crop up inevitably in any de- 
bate on the state of the church. It is 
sad that they do; they should be 
marginal. But by mishandling sex, 
or trying to ignore it, the church has 
hurt its authority in general. 
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Birth control was always meant to be 
handled with more understanding. Catholic 
teaching on the matter was supposed to be 
discussed by a special commission in the late 
1960s, but Pope Paul vı (not an illiberal pope 
in many ways) instead wrote it himself, ar- 
guing from natural law that the transmission 
of life should never be obstructed. “Natu- 
ral” methods of contraception were 
therefore allowed; artificial ones 
were not. 

It is no exaggeration to say that 
the church has still not recovered. 

Birth control was the first issue on which 

the bulk of the Catholic faithful decided, 
quite simply, to disobey. It marked a breach 
in the structure of willing obedience that, 
once made, could only widen. A Gallup poll 
of American Catholics in 1999 showed that 
80% of laymen, and about 50% of priests, ap- 
proved of artificial contraception; a poll by 
the University of Maryland found two- 
thirds of Catholics agreeing that where their 
conscience was at odds with the pope, they 
should follow their conscience. Similar fig- 
ures can be found all over the developed 
world. 

In the sphere of international policy, the 
birth-control ruling still marks out the 
church as an irresponsible and obstruction- 
ist voice in any debate on over-population, 
poverty or, especially, the containment of 
Arps. This is a tragedy, since in parts of the 
developing world the church is often the 


. prime provider of health, education and so- 


cial services. (In Nigeria alone, it runs almost 
300 clinics and hospitals.) The essential work 
of Catholic doctors and teachers is now un- 
dermined by the perception, often untrue, 
that they will put ideology first. As a result, 
the church is often not taken seriously on 
other issues, such as embryo research, where 
health and ethics collide. In the world at 
large, as in the private lives of Catholics, the 
church has lost credibility that it cannot eas- 
ily recoup. And it knowsit. 


Wanted: priests 


Celibacy, which gets less attention, is an 
even deeper problem. Again, the attractive 
theology (that priests give their lives com- 
pletely to God and their flocks) is under- 
mined by the figures for priestly vocations. 
Over a decade, these have scarcely moved. In 
1988, there were 401,930 Catholic priests in 
the world; in 1998, there were 404,626. Num- 
bers are rising in Asia, Africa and South 
America, but falling steadily in the first 
world. There, as priests die or resign, they are 
not replaced. In the American archdiocese of 
Milwaukee, for example, half the parishes 
are expected to be without priests by 2016. In 
the developing world, though vocations 
look healthier, they are quite inadequate for 
the huge areas that must be served. Some 
congregations may see a priest no more than 
twice a year. Everywhere, Catholic schools 
are losing priests as teachers. 
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The reasons for this decline are not sim- 
ple. Many priests leave because they cannot 
cope with the requirement to be celibate; but 
perhaps as many leave because of “burn- 
out” in difficult parishes. Some find they 
cannot present church teaching on contra- 
ception, divorce or remarriage in any way 

that makes sense to their parishioners. But 
most seem to leave because they are 
lonely. 
Itis true, of course, that in many ar- 
eas of life Catholics can manage per- 
fectly well without a priest. Vatican 11 
recognised the laity as helpers in the work 
of salvation by virtue of their baptism; as a 
result, since the council, lay workers and ad- 
ministrators have streamed into the church, 
and all sorts of “cells” and “base communi- 
ties” have sprung up in which laymen can 
pray together and help each other without 
benefit of clergy. Yet—that business of the 
other world again—no layman can perform 
the central act of the mass, the transforma- 
tion of the bread and wine into (as Catholics 
believe) the body and blood of Christ. And 
that act remains the core and the purpose of 
the life of the church. Without priests, the 
whole edifice crumbles. 

When the subject of priests is raised, 
most Catholics are not short of solutions. 
Many feel that anyone drawn to this difficult 
and demanding life, an attraction which 
must be God’s doing, should simply be al- 
lowed admittance. Catholics in Europe and 
the United States, by large majorities, con- 
sider that the rule (it is not doctrine) should 
be relaxed. If it were, this would also go some 
way towards solving another problem that 
has gravely damaged the church in the eyes 
of outsiders: the incidence of priests who are 
sexually involved with women or children 
and yet are often left by their superiors, un- 
disciplined, in charge of souls. 

The Vatican (to use the convenient short- 
hand for the pope and his advisers) is un- 





An endangered species 


moved by argument on either of these sub- 
jects. On birth control, Pope John Paul has 
gone to pains to restate the official line. On 
priests, the shortage is acknowledged, but lit- 
tle else. The Vatican feels that the number of 
sexually erring priests is exaggerated by pru- 
rient media, and that is true; they probably 
account for less than 1% of the priesthood in 
Britain, though rather more, by all accounts, 
in Ireland. It is a matter for the local bishop to 
sort out—competently, or not. A “permis- 
sive” priest in the theological sense is far 
more likely to be disciplined by Rome than 
one whosins sexually. 

If those issues can be swept under the 
carpet, so can others. In 1999 a devastating 
book, “The Changing Face of the Priesthood” 
by Donald Cozzens, a professor of theology 
from Cleveland, Ohio, claimed that ap- 
proximately half of all priests and seminar- 
ians in the United States were homosexual. 
The Vatican ignored it. Although many 
clergy admit privately that celibacy has to be 
reassessed, it is not on any official agenda. 
The ordination of married men has been re- 
jected (though, for a while, in a blatant 
breach of the principle, married Anglican 
priests were admitted to Catholic orders). 
The ordination of women has been removed 
from discussion entirely, on the grounds that 
Christ did not choose women as his disciples 
and that the priest, who acts in loco Christi, 
cannot be female when Christ was not. It 
makes good sense in Rome; less outside it. 


The slap of authority 


From this point of view, there is no doubt 
that the pontificate of John Paul 11 has been 
frustrating. A strong and charismatic pope, 
idealistic, inspiring, and one of the cleverest 
men ever to hold the office, has used his 
strength chiefly to reinforce the church’s 
most conservative tendencies. First, because 
he wants to travel the world as a freewheel- 
ing pastor (a role he excels at), he has dele- 
gated power to the Curia, the central church 
bureaucracy that exists to serve the pope. 
This has given many elderly conservatives 
their heads. Second, the pope has kept a 
sharp eye on appointments of bishops. Can- 
didates who cannot pass a basic litmus test, 
such as toeing the line on birth control, are 
rejected. Bishops already in place find that 
their five-yearly mandatory journeys to 
Rome are used less for friendly consultation 
than to restate the line they should be taking. 
In any case, since many third-world bishops 
are still trained for the priesthood in Rome, 
they effortlessly bring Rome-centred atti- 
tudes back to their dioceses. 

Tight control of the bishops draws less 
press attention than the very rare occasions - 
when uppity theologians are silenced, but it 
has much more impact. Rather than cutting 
off one line of thought in a small academic 
circle (or, as can also happen, giving extra 
publicity to peddlers of views of doubtful 
value), it stifles innovation at the level of the 
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faithful in their parishes. 

When bishops and priests talk about the 
changes they long for under the next pope, 
“collegiality” and “subsidiarity” are often 
mentioned. One of the promises of Vatican 11 
was that the church would become more 
open and consultative, drawing on the wis- 
dom and experience of local parishes; salva- 
tion would become a joint effort in which 
pope, Curia, bishops and even laity (“the 
People of God”) were working with, and 
learning from, each other. 

In his most recent apostolic letter, issued 
on January 6th, Pope John Paul noted that 
this was the sort of church he too wished to 
see. Many were surprised, but took it as a 
good sign that the uneasiness with centrali- 
sation had been noted. The pope also said he 
wanted more consultation. Some subjects 
will be easier to discuss than others. Morris 
West, a Catholic writer, put it best: “The 
church will lose many souls because men in 
authority want to save their faces, and some- 
times to save the faces of dead men.” 

Ecumenism has also suffered from the 
emphasis on papal authority. The effort to be 
friends with other churches and religions 
potters on, but as a distant dream. Women’s 
ordination has shattered the dialogue with 
all but a rump of Anglicans, though both 
sides try to deny it. Last September a docu- 
ment known as Dominus Jesus, signed by 
Cardinal Ratzinger, the pope’s chief enforcer 
of doctrine, insisted that the Catholic church 
was superior to all others. The pope has tried 
to soften it, thereby giving the lie to those 
who say he is in the hands of hardliners; but 
it has not been repudiated. 

In recent years there have been several 
apologies, including an astonishingly broad 
one by the pope in March 2000, for the per- 
secution of other faiths by members of the 
church. The sharp-eyed noticed that there 
was no apology for the doctrines that justi- 
fied those actions. Those who had suffered, 
or their descendants, thought the gesture 
half-hearted. Jews have generally found the 
pope both sympathetic and obtuse. Muslims 
have made small progress with him. The 
eastern Christian churches have felt of- 
fended, with reason, at the attempts of Rome 
to proselytise in Russia, a particular crusade 
of this Polish pope. Some Hindus have been 
appalled by the pope’s open call, on Indian 
soil, for conversions in Asia. Although he has 
gained much credit for being conciliatory, 
Pope John Paul cannot be a pluralist any 
more than he can be ademocrat. 


= _ 


Apostolic successors 

The church is now waiting, sometimes with 
ill-disguised impatience, for Pope John Paul 
to go. He is frail and shaky with Parkinson’s 
disease, and no longer manages much 
church business; but a pope has not will- 
ingly retired since the 13th century. In any 
case, is his successor likely to think differ- 
ently? That depends on whether the pro- 
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gressive tendency or the conservative gets 
the upper hand in Rome. 

Vatican-watchers are reluctant to name 
names, and the names in any case change 
constantly, as the gossip does. The received 
wisdom is that the college of cardinals 
would prefer an old pope (no risk of another 
long reign, in which one man imposes his 
personality too strongly on the church) 
and an Italian (back to what they 
know, after the worrying crusader- 
mentality of a Pole). The pope’s new 
batch of 37 cardinals, named on Janu- 
ary 21st, confirms this thinking. Fully 112 
members of the college have now been ap- 
pointed by him, and presumably share his 
thinking to a large degree. Nine of the new 
cardinals come from the Curia, the conser- 
vative core. Yet this brings only to 20 or so the 
number of voting cardinals with a curial 
background. The rest, who include a block of 
26 Latin American cardinals (ten newly 


reformist if he were so inclined. He could, if 
he wanted, make the Curia a subordinate 
secretariat again. He could alsoconvene, and 
nudge in a democratic direction, the synods 
in which the bishops and their superiors de- 
bate the teaching of the church. Simply be- 
cause Pope John Paul has shown little inter- 

est in either does not mean that his 

successor will follow suit. 

The challenge to the church is as 
clear as it has ever been. It has to prove 
its relevance to a world in which secu- 

larism is triumphant and misery is per- 
vasive, bringing into question both God’s 
grace and Christ’s message. In certain places, 
often in response to the surge of evangelical 
Protestant groups, Catholicism has man- 
aged radically to recast itself. Many Catholic 
lay movements (which Pope John Paul 
strongly supports) preserve a spirit of tireless 
social action. 
John xxi dreamed that this spirit might 














The men who must decide 


named), are freer agents. 

If pushed to choose among the red-hats, 
Vatican-watchers most often come up with 
Carlo Maria Martini of Milan, a 73-year-old 
Jesuit “liberal” (insofar as cardinals are ever 
that), who favours a new council and has 
dared to suggest that papal authority needs 
rethinking. A less provocative choice is Dio- 
nigi Tettamanzi of Genoa, a popular moder- 
ate with a sense of humour and, at 66, a 
youngster. The secular press, fancying a 
black pope, tips Francis Arinze of Nigeria. 
His election would probably be a statement 
too far for most cardinals. 

The most that is hoped for in the next 
pope is that he might acknowledge the diffi- 
culties the church is facing, consult the bish- 
ops more, and soften some of the language. 
(It may help that Cardinal Ratzinger, who is 
credited or debited with much of the Vati- 
can’s harshest behaviour, has no desire to be 
kept on.) Yet the next pope could be strongly 


also permeate the institutional church. The 
years since Vatican 1 have often suggested 
that this dream was unrealistic, but not al- 
ways. The secularisation of society has in 
some ways freed the church. It has long 
ceased to sit at the centre of the West’s world 
view, and now lingers somewhere at the 
edge of it:no longer an authority for an obe- 
dient flock, but a sniper and interrupter. Po- 
litically, it is powerless; no territory beyond 
the Vatican, and few of the ties to right-wing 
regimes and parties that it had until recently 
in both Europe and Latin America. 

Yet with nostake in preserving the politi- 
cal status quo, the church should be able to_ 
speak out as a radical voice. And it still has a 
startling message for humanity to consider, 
if it can gather again the respect and the 
manpower to promote it: the message that 
God is love, and that it is by love of God and 
neighbour that mankind is saved. 
= 
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Bush sworn in 


After being sworn in as Amer- 
ica’s 43rd president, George 
Bush appealed especially for 
civility among Americans. As 
his first initiative, he proposed 
sweeping changes to America’s 
schools, including the annual 
testing of elementary-school 
pupils and the use of vouchers 
to help parents of children in 
bad public schools to pay for 
private or religious education. 


Mr Bush also said he would 
restore Ronald Reagan’s policy 
of denying federal money for 
the promotion of abortion 
abroad. Many other last-mi- 
nute Clinton regulations were 
blocked or suspended, includ- 
ing the creation of several new 
“national monuments”, or 
protected areas, in the west. 


President Bill Clinton left of- 
fice with immunity from 
criminal prosecution and a 
flurry of pardons, including 
pardons for his half-brother 
Roger, Patty Hearst and a fugi- 
tive oil-trader, Marc Rich. 


An oil slick from a stranded 
tanker threatened rare wildlife 
on Ecuador’s Galapagos 
Islands. Winds and tides 
proved more effective at dis- 
persing the oil than official ef- 
forts had been at preventing it 
from spilling. 


In Colombia, the FARC guer- 
rillas rejected a government 
request to restart peace talks 
and stop kidnappings and 
bombings. But efforts contin- 
ued to try to revive the stalled 
peace process. 
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The Sandinists named Daniel 
Ortega, Nicaragua’s presi- 
dent for much of the 1980s, as 
their candidate for a presiden- 
tial election due in November. 


General Augusto Pinochet 
was questioned at home by a 
Chilean judge investigating 
claims against him of murder 
and kidnapping. The former 
dictator was reported to have 
said that he had not ordered 
any killings. 


Another Kabila 


In Congo, after a state funeral 
for Laurent Kabila, the coun- 
try’s assassinated president, 
parliament rubber-stamped 
the appointment of his son, 
Joseph, in his place. Around 
200 people were massacred in 
the north-east of the country. 


President Olusegun Obasanjo 
of Nigeria dissolved his cabi- 
net and promised to name a 
new one soon. 


Charles Taylor, the president 
of Liberia, offered to resign if 
a United Nations investigation 
could prove that he had bene- 
fited from sales of illicit dia- 
monds from Sierra Leone. The 
un considered applying sanc- 
tions to Liberia. 


Israel suspended talks with 
Palestinians in Egypt after Pal- 
estinian gunmen killed two Is- 
raelis. But the two sides did 
not entirely give up hope of 
striking a deal before Israels 
election on February 6th. 


Islamic militants killed a fam- 
ily of u in Algeria, raising the 
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week’s toll of deaths to 62 and 
bringing the current spate of 
violence into its second 
month. 


Army manoeuvres 


Gloria Macapagal Arroyo be- 
came president of the Philip- 
pines after army generals 
switched their support from 
the elected president, Joseph 
Estrada. Mr Estrada, whose 
opponents said he was incom- 
petent and corrupt, suggested 
he might try to retake power. 


In the Falun Gong’s latest 
protest against Communist 
authority, five members of the 
spiritual cult doused them- 
selves with petrol and set 
themselves ablaze in Tianan- 
men Square in Beijing. One 
woman died. 


The sickly government of Ja- 
pan’s prime minister, Yoshiro 
Mori, was dealt a new blow 
by the resignation of the eco- 
nomics minister, Fukushiro 
Nukaga, in connection with a 
bribery scandal. He was the 
third minister to resign from 
the Mori government since its 
formation ten months ago. 


India extended its two-month- 
old ceasefire in the part of 
Kashmir that it administers. 
Pro-Pakistan guerrilla groups 
said they would continue to 
ignore the truce. 


Elfin charms 


The trial began in Paris of 
Roland Dumas, a former 
foreign minister, and his ex- 
mistress, Christine Deviers- 
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Joncour, and others, on 
charges of corruption. Mr Du- 
mas is alleged to have secured 
Ms Deviers-Joncour a job as a 
lobbyist with Elf, a state- 
owned oil company, and to 
have received payments from 
her of money she had re- 
ceived from the company. 


The chief prosecutor at the 
United Nations war-crimes 
tribunal in The Hague, Carla 
Del Ponte, abruptly broke off 
talks with President Vojislav 
Kostunica of Yugoslavia dur- 
ing a short visit to the country. 
Her efforts to persuade Mr 
Kostunica to co-operate on the 
extradition of war criminals, 
in particular ex-President 
Slobodan Milosevic, were ap- 
parently rebuffed. 





Peter Mandelson, Britain’s 
Northern Ireland secretary 
and a powerful member of 
Tony Blair’s cabinet, was ob- 
liged to resign. He was ac- 
cused of helping a rich Indian 
businessman to get British citi- 
zenship in 1998 and subse- 
quently being less than clear 
about his involvement. 


President Vladimir Putin 
announced plans to withdraw 
80,000 troops from Chechnya 
over the next few months, 
cutting Russian strength there 
by three-quarters. 


The European Commission 
put pressure on Ireland's 
government to adopt less ex- 
pansionary economic policies. 
It was the first time the com- 
mission had thus used its 
powers to intervene in a 
member's budgetary affairs. 
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Furse past the post 


The London Stock Ex- 
change appointed Clara 
Furse as chief executive to re- 
place Gavin Casey, who re- 
signed last September. As the 
first woman to run the LSE, 
she comes with a reputation 
for toughness, a quality she 
will need in abundance if she 
is to maintain the exchange’s 
position as a leading centre for 
share trading. 


Deutsche Börse announced 
the terms of its initial public 
offering in February. The 
Frankfurt exchange, which 
failed in its attempt last year 


| to merge with the isk, will be 


valued at up to €3 billion 
($2.8 billion) when it floats just 
under a third of its shares. 




















Merrill Lynch, an American 
investment bank, led the 
“bulge bracket” with fourth- 
quarter profits of $877m, up 
by 1% over the previous year; 
and profits for the year up 
41%, surpassing analysts’ 
expectations. This perfor- 
mance came despite Merrill’s 
slippage down the invest- 
ment-banking league tables. 
Cost-cutting and gains from 
underwriting and corporate fi- 
nance did the trick. 


PCs plod 


Concern about the slowdown 
in the PC market increased. 
Data from Context, a research 
firm, showed European pc 
shipments up just 6.9% in the 
fourth quarter of 2000, com- 
pared with 11.7% in the previ- 
ous year, which had suffered 


from dramatic pre-millenn- 
ium-bug spending cuts. In the 
two preceding years, shipment 
growth had exceeded 20%. 
Less frequent replacement and 
alternative ways of accessing 
the Internet were offered as 
reasons. 


Dell Computer issued a 
profits warning for the fourth 
quarter of 2000. The world’s 
second-biggest pc maker had 
cut prices, raising market share 
in a slowing market. Com- 
paq suffered fourth-quarter 
losses after falling demand 
and a write-off of $1.8 billion, 
due mostly to the lower value 
of its Internet investments. 


Orange, a mobile-phone 
company owned by France 
Telecom, announced the terms 
of an initial public offering of 
up to 15% of the company. 
Orange will be valued at up to 
€65 billion ($60 billion), less 
than half France Telecom’s es- 
timate of what it would fetch 
when it bought the company 
last year. 


Lucent Technologies, the 
world’s biggest telecoms- 
equipment maker, made 
losses of $1 billion in the quar- 
ter to the end of December. It 
said that it would shed 10,000 
| employees and cut costs by $2 
billion in an effort to restruc- 
ture the company and return 
it to profitability. 


Media-Most, a Russian 
broadcaster indebted to a 
part-state-owned gas monop- 
oly, Gazprom, was offered a 
$320m life-line by a group of 
investors led by Ted Turner, 
an American media tycoon. 
The consortium wants a 25% 
stake in ntv, Russia’s largest 
independent tv channel, as 
well as shares in its other me- 
dia outlets, so long as NTV 
stays free of state interference. 
Russia’s government would 
not offer such reassurance. 


Not content with prolonging 
just one dynasty, George Bush 








has promoted Michael Powell 
to chairman of America’s 
Federal Communications 
Commission. He is the son 
of Colin Powell, America’s 
new secretary of state. As a 
member of the Fcc he voted 
to approve the merger of Time 
Warner and AOL, an Internet 
company on whose board his 
father served. 


Deliver us from DHL 





Two rival delivery services, 
FedEx and United Parcel 
Service, are trying to stop the 
Belgium-based DHL Inter- 
national expanding in Amer- 
ica. FedEx claims that DHL 
Airways, part-owned by DHL 
International, would be more 
than 25%-owned by a foreign 
entity, which is a breach of 
America’s federal require- 
ments. DHL International is it- 
self controlled by Deutsche 


| Post which is part-owned by 


Germany’s government. UPS’S 
ploy is to claim that cash from 
Germany’s mail monopoly 
would be used unfairly to fi- 
nance an assault on America. 


Unilever, an Anglo-Dutch 
consumer-goods giant under- 
going a radical restructuring, is 
planning to raise $2 billion 
from the sale of its American 
bakery business and some 
European food brands. The 
sales are a condition imposed 
by European regulators after 
Unilever’s acquisition of Best- 
foods for $21.3 billion last year. 


Kirk Kerkorian, a corporate 
raider and DaimlerChrys- 
ler’s third-largest shareholder, 
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stake in the company. He is 
pursuing the car maker 
through the courts for “fraud- 
ulently inducing the 1998 vote 
of Chrysler shareholders” by 
claiming the deal with Daim- 
ler was a merger of equals. 
Despite the sell-off, Daimler- 
Chrysler’s shares have appre- 
ciated of late. 


RWE, Germany’s biggest util- 
ity, is among a number of 
firms interested in buying Hi- 
droelectrica del Canta- 
brico, Spain’s fourth-largest 
electricity generator. The pur- 
chaser will be in a good posi- 
tion to mop up assets divested 
after the merger between 
Spain’s two biggest power 
groups, Endesa and Iberdrola. 


Philippe Bruggisser resigned as 
chief executive of SAir- 
Group, the parent company 
of Swissair. The group’s invest- 
ment in smaller European air- 
lines had made it Europe’s 
fifth-largest carrier but has 
also hit profits. The company 
is likely to sell some airline 
stakes or its hotel business. 


High prices 








Inflation in the euro area 
slowed in December to 2.6% 
on a year earlier, compared 
with 2.9% in the previous 
month, prompting speculation 
that the European Central 
Bank may soon cut interest 
rates. Germany’s Ifo index of 
business confidence declined 
for the seventh month in suc- 
cession in December, reflect- 
ing growing gloom about 
prospects for the European 
and world economies. 
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After the B movie, a new 
main attraction for Filipinos 


MANILA 


Corruption scandals have swept away the Philippines’ president, and 
threaten Indonesia’s. The Philippines first 


E DID not go willingly—or even, if 

looked at too closely, lawfully. But the 
fall of Joseph Estrada marks a new begin- 
ning for the Philippines, and the inclination 
of most of its citizens, as well as of most for- 
eign governments, this week has been to 
breathe a sigh of relief and let the new presi- 
dent, Gloria Macapagal Arroyo, get on with 
the job. Investors celebrated in sympathy 
with the victorious protesters, lifting the 
peso and the stockmarket from the depths to 
which they had sunk under Mr Estrada’s 
long ordeal. From capitals east and west, and 
most crucially from Washington, came con- 
gratulation and pledges of support. 

But Mrs Arroyo, an American-educated 
economist with years of experience in gov- 
ernment, is shrewd enough to know that the 
celebrations will soon end. Before long, Fili- 
pinos will be arguing about what the latest 
upheaval was for. And although Mrs Arroyo 
was elected vice-president in 1998 with un- 
precedented support, the battle to unseat Mr 
Estrada has hurt her, in three ways. 

First, she is now less trusted than ever by 
most poor Filipinos, who see her as having 
stolen power from their hero. Second, in 
helping to lead what its supporters have 
been quick to label “people power two” in a 
deliberate echo of the widely-based revolu- 
tion that brought down Ferdinand Marcos in 
1986, Mrs Arroyo has joined hands with an 


unwieldy coalition. The cast list 
ranges from businessmen who crave 
a period of stability to anti-establish- 
ment groups that will press for leftish 
reforms. Third, the new president in- 
herits an economy that has been dev- 
astated by Mr Estrada’s paralysis. 

And then there is Mr Estrada him- 
self, who stubbornly refuses to go away. 
Not that he has the option of leaving the 
country altogether: he and his immediate 
family have been banned from fleeing. 
But what is to become of him? Now that 
the impeachment hearings have become 
void, the country’s ordinary prosecutors are 
promising to bring criminal charges against 
him. One such—that of plundering the 
economy—is potentially punishable by 
death. Mr Estrada meanwhile maintains 
that he has never properly resigned his post, 
and that he will challenge Mrs Arroyo's 
“temporary” presidency. 

Quite how he plans to do so, however, is 
a bit of a mystery. The Supreme Court has 
unanimously handed the job to his succes- 
sor, thus barring any hope of a legal chal- 
lenge. The country’s top generals have all 
abandoned him, making a bloodless coun- 
ter-revolution impossible and a bloody one 
hard to imagine, despite unsubstantiated 
rumours. And although his supporters 
might attempt their own version of people 





The Gloria rebound The Philippines’: 





stockmarket 











3 2000 2001 








peso against the dollar 4 
inverted scale 


40 
pesa/$ 











Source: Thomson Financial Datastream 














THE ECONOMIST JANUARY 27TH 2001 










But will the masses adore Arroyo? 


power, the team that has just ousted him 
boasts all the popular heroes of the genre: 
the country’s leading prelate, Cardinal Jaime 
Sin, along with ex-Presidents Corazon 
Aquino and Fidel Ramos. Those three have 
no counterparts on the ex-president’s side. 

So while the Estrada saga continued this 
week—protesters gathered at a bank to pre- 
vent him from withdrawing $3m—Mrs Ar- 
royo did her best to ignore it, devoting much 
of her early energy to short-term economic 
problems. The budget deficit was 136 billion 
pesos ($2.8 billion) in 2000, more than twice 
the government's target. The new govern- 
ment is warning of a 190 billion peso short- 
fall this year, including 70 billion pesos of 
additional expenses that went unpaid last 
year. And although the president enjoys ex- 
traordinary budgetary powers in the Philip- 
pines—including a line-item veto and the 
ability to reallocate funds easily—most of 
the problem is on the other side of the ledger. 
The country’s tax-collection system, notori- 
ously porous to begin with, has sprung sev- 
eral new leaks in the past year. 

The other immediate economic task will 
be to combat slowing growth. The Philip- 
pines could be hit hard by any slowdown in 
America, especially in the demand for elec- 
tronics; and there are worries that 2001 will 
bea bad year for crops. One good way to off- 
set these short-term problems would be to 
persuade investors that the long-term out- 
look has fundamentally changed with Mr 
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Estrada’s departure. Because Mrs Arroyo will 
be eligible for a full six-year term when this 
one ends, she could potentially be president 
for the next nine years. 

She thus has a strong interest in promot- 
ing growth and sensible investment. The re- 
forms that she is promising—to eliminate 
corruption, develop the country’s regions 
and boost education—will not only raise its 
long-term economic prospects, but could 
also, slowly, begin to reduce the resentments 
that still fester among the poor. 

They had backed Mr Estrada—a drun- 


ken, womanising, film star who was kicked 
out of high school for brawling—as their 
champion against the elites that have run the 
Philippines since its independence in 1946. 
Many continued to do so, despite all the evi- 
dence that he was corrupt. That speaks vol- 
umes about the yawning gap between the 
haves and the have-nots: while the richest 
families thrive, the poor living in Manila’s 
slums are often buried—sometimes liter- 
ally—in the rubbish that the system creates. 
A revolution that does not change this divide 
will hardly seem like people power to them. 

m 





Will Wahid be next? 


JAKARTA 


A report on alleged presidential corruption is due in Indonesia next week 


H? 15-month-old presidency may be 
fragile, but Abdurrahman Wahid still 
delights in taunting his enemies. On January 
29th,a special parliamentary committee will 
reporton twoscandals that have plagued Mr 
Wahid since the middle of last year. The first 
involves the embezzlement of 35 billion ru- 
piah ($3.7m) from a state agency; the second 
relates to $2m in “donations” from the sultan 
of Brunei. This week, after a long stand-off, 
Mr Wahid appeared before the 50 members 
of parliament who make up the committee 
and were eager to ask him some questions— 
but only to tell them that they had no busi- 
ness doing so. 

There was no Javanese subtlety in Mr 
Wahid’s message. The 60-year-old Muslim 
cleric bluntly accused his inquisitors of mix- 
ing law and politics, questioned their au- 
thority to interrogate him, and essentially 
dared them to impeach him. Many of his ad- 
versaries are itching to do just that, and they 
have been further emboldened this week by 
events in the Philippines. 

In one way, Mr Wahid’s foes believe they 
will have an easier time than their Filipino 
counterparts. Whereas Joseph Estrada en- 
tered his battle with a majority in the Senate, 
and was able to use it to frustrate the formal 
procedure, Mr Wahid’s party commands 
only 10% of the seats in parliament, and 
many of the coalition members who origi- 
nally backed him now regret their choice. 
Amien Rais, chairman of Indonesia’s highest 
legislative body, the People’s Consultative 
Assembly (mpr), has publicly asked forgive- 
ness for foisting Mr Wahid on the country. If 
they can get the ball rolling, his opponents 
believe, they will have enough votes to top- 
ple Mr Wahid in a special impeachment ses- 
sion later this year, without any need for the 
legally dubious steps that have just been 
taken in Manila. 

However, the evidence against Mr Wa- 
hid so far—more may emerge next week—is 
much less damning than that against Mr Es- 


28 


trada. The Indonesian president flatly denies 
any involvement in a scandal at Bulog, the 
national food agency. It was discovered last 
May that the agency had transferred $3.7m to 
a Mr Suwondo (who, like many Indonesians, 
has only one name). Mr Suwondo, generally 
described as Mr Wahid’s personal mas- 
seur—though he also has business and po- 
litical links with the president—then ab- 
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the sultan and... 


the masseur 


sconded with the cash. The deputy head of 
Bulog, Mr Sapuan, had approved the trans- 
fer. When the scandal broke, he claimed he 
had handed over the money because the 
masseur had told him Mr Wahid had asked 
for it. Supposedly, it was to be used as 
humanitarian aid for the province of Aceh, 
where a secessionist revolt is under way. 

Mr Sapuan has said that the masseur 
promised him the top job at Bulog in ex- 
change for the transfer. But one obvious ar- 
gument in Mr Wahid’s favour has been ap- 
parent from the beginning: before the 
scandal broke, he had indeed appointed a 
new head of Bulog, and it was not Mr Sa- 
puan. Mr Suwondo, and the others who had 
received payment, were eventually tracked 
down, and Mr Suwondo has been interro- 
gated. Efforts to show that the president ap- 
proved his actions will feature prominently 
in next week’s report. 

The main facts of the other scandal are 
more firmly established: the president has 
already admitted to accepting $2m from the 
sultan of Brunei. He says that this (like the 
other sum in dispute) was to be used as 
humanitarian aid for Aceh. But there is no 
sign that the money actually arrived there, or 
that it is in the keeping of any government 
agency supposed to deal with the province. 
Much will depend on where the money ac- 
tually went, not least because Mr Wahid has 
already been accused for months of blurring 
the line between campaign finance and cor- 
ruption, by lining his party’s coffers with 
contributions from powerful tycoons. Mr 
Wahid has never deigned to be specific 
about what precisely he did with the sultan’s 
money, so, at the least, he is guilty of a lack of 
the openness he is supposed to be trying to 
introduce. 

In his efforts to head off impeachment 
hearings, Mr Wahid has shown little humil- 
ity before parliament, further undermining 
Indonesians efforts to make their leaders ac- 
countable. The president provoked a similar 
confrontation with parliament last year, 
when it tried to question him over the sack- 
ing of some coalition partners in his cabinet. 
Mr Wahid has consistently argued, with 
strong constitutional backing, that he is ac- 
countable only to the mer, which appointed 
him, and which combines parliament with 
representatives from the regions and various 
social groups. 

As a result, many parliamentarians 
pushed last year to transform the annual 
MPR session into a special session to im- 
peach the president. But the support of his 
vice-president, Megawati Sukarnoputri, 
helped stave off such a challenge. Her party 
is the largest in both parliament and the 
MPR; and if she were to decide to bring down 
Mr Wahid, few believe he could survive. 
Whether she decides to do it will depend 
partly on the evidence in next week’s report, 
and on how people react to it. 
| 
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pendingoffensive operations against mili- 
tants in the part of Kashmir it rules. Since the 
prime minister, Atal Behari Vajpayee, an- 
nounced a unilateral ceasefire in late No- 
vember, to coincide with the Muslim holy 
month of Ramadan, Pakistan-based mili- 
tant groups have kept up their war, attacking 
an airport, buses and other targets. Govern- 
ment sources say they have used the lull in 
operations against them to rearm and to kill 
suspected informers. Nonetheless, India de- 
cided this week toextend by a further month 
the unrequited ceasefire, which was due to 
end on January 26th. 

Its decision keeps alive hopes of talks be- 
tween the government and the two groups 
most opposed to its rule: Kashmiri separat- 
ists, as represented by the All-Party Hurriyat 
Conference, and Pakistan, which has backed 
their cause. But a formula for starting formal 
negotiations with the Hurriyat has so far 
eluded India. A Hurriyat team was supposed 
to visit Pakistan in mid-January to get the 
blessing of its government and of militant 
groups for starting a peace process. But India 
has so far failed to issue passports to all five 
delegates the Hurriyat wants to send. India’s 
main worry seems to be that Syed Ali Shah 
Geelani, a pro-Pakistan hardliner on the 


proposed delegation, will 
steal the show in Pakistan, 
pushing the moderates into 
the wings. 

The Hurriyat is angry. 
Atrocities and harassment 
by security forces, mainly 
the ones controlled locally 
rather than by the central 
government, are rising after 
a respite, claims Yasin Malik, 
a Hurriyat leader who fa- 
vours independence rather 
than union with Pakistan. 
Moderates in the Hurriyat 
want Mr Geelani to get his 
passport. They may not trust 
him, but they like even less 
the idea of the Indian gov- 
ernment splitting the separatist coalition. 

Rather than stalking out of the bazaar, 
the two sides are at least still haggling. Mr 
Malik and some other Hurriyat leaders have 
welcomed the extension of the ceasefire. Mr 
Vajpayee seems genuinely keen to talk to the 
moderates, though other members of his 
government may be less so. Both parties 
seem to agree that they cannot jettison hard- 
liners like Mr Geelani, however little they 
like their views. 

Without Pakistans co-operation, 
though, talks between India and the Hurri- 
yatwillnotget far. India had hoped that Pak- 
istan would respond to its ceasefire by curb- 
ing militancy in the Muslim-majority state. 
That has not happened. Firing across the 





Vajpayee wants to talk 
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“line of control”, the unoffi- 
cial border that divides 
Kashmir into zones admin- 
istered by India and by Pak- 
istan, has diminished after a 
pull-back of Pakistani 
troopsin December. But vio- 
lence within Kashmir has re- 
mained high. According to 
official figures from the state, 
there were 467 incidents in 
the 55 days before the cease- 
fire and 456 during the same 
period afterwards. The 
number of “terrorists” and 
security forces killed has 
fallen, but the number of ex- 
plosions, suicide attacks and 
civilians killed (including 
politicians and informers) is up. As it re- 
newed the ceasefire India said that Pakistan 
“continues to promote, encourage and abet 
cross-border terrorism”. It refuses to talk di- 
rectly to Pakistan about Kashmir until it 
thinks that support has been curtailed. And 
India’s recent test of its Agni II missile, capa- 
ble of carrying nuclear warheads, may pro- 
voke a copycat test by Pakistan. 

Pakistan’s implacability stems from its 
fear that India’s goal is to strike a deal with 
the Hurriyat, probably giving Kashmir au- 
tonomy within India, and force Pakistan to 
accept it. For peace, India must either con- 
vince Pakistan that its fear is unfounded or 
reconcile Pakistan to the consequences. 
= 
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ORGET about policymaking. These 
days damage control is the sole concern 
of Japan’s scandal-infested government. 
On January 23rd, Fukushiro Nukaga re- 
signed as the minister in charge of econ- 
omic and fiscal policy, to be replaced by 
Taro Aso, a former head of the Economic 
Planning Agency. Many see this as a step in 
the wrong direction as Mr Nukaga is con- 
sidered more of a reformer than his re- 
placement. Mr Nukaga, the third minister 
in six months to leave in dis- 
grace, is alleged to have ac- 
cepted ¥15m ($128,000) in 
donations from the Ksp, an 
organisation representing 
small and medium-sized 
businesses across Japan, in 
return for promoting their 
interests, which included 
procuring public funds to 
help build a “craftsman’s 
university” in Saitama. 
Mr Nukaga is not the 
only politician in the ruling 
Liberal Democratic Party 








Another bad apple in Japan 


(Lor) to have lost his job over the affair. 
Masakuni Murakami, a party grandee, has 
already given up his job as leader of the 
Lpp’s upper-house members in penance 
for his close ties to the Ksp; Takao Koyama, 
another pp man, has been arrested for 
taking money in return for pushing legisla- 
tion to help the group increase its profits. 
More suspects are likely to be named soon. 
Allin all, it seems that the ksp, which has 
ım members and earns some ¥25 billion in 
annual membership fees, 
has built up a wide bribery 
network over the years, in- 
volving non-politicians as 
well as Lop members. 

The Japanese are also 
reeling from a recent discov- 
ery that a senior official 
skimmed several hundred 
million yen from the Foreign 
Ministry’s “secret di- 
plomacy” fund (used to pay, 
among other things, for the 
prime ministers trips 
abroad), which is unaudited, 


partly to buy and run astringof racehorses. 
Meanwhile, the country’s prosecutors are 
still unravelling another complicated brib- 
ery scandal involving a former construc- 
tion minister, a building company and a 
property developer whois said to have ties 
to Japan’s biggest crime syndicate. More- 
over, it is whispered that other party elders 
may also be implicated. 

The gaffe-prone prime minister, Yosh- 
iro Mori, has also lost two other ministers, 
one in charge of financial affairs and the 
other the chief cabinet secretary, to bribery 
and sex scandals. He himself has shown re- 
markable tenacity in keeping his own job 
in the face of all the scandals of his ten- 
month term in office, in some of which he 
himself has been involved. But with elec- 
tions for the the upper house of the Diet 
coming up in July, many Lpr elders are 
probably thinking it is time for Mr Mori to 
go. The prime minister’s former chief 
minder, Hiromu Nonaka (who has himself 
now left Mr Mori’s side), recently saw off 
Koichi Kato, the only real challenger for the 
top job. But with a third minister gone, it 
becomes ever more uncertain how long Mr 
Mori can postpone the day when he too 
must depart. 
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South Korea 


A question of 
revenge 


SEOUL 


N THE murky political history of South 

Korea two men in particular have been 
seenas heroes. After years of fighting misrule 
by military governments, in 1993 Kim Young 
Sam became president, the first directly 
elected civilian head of state for more than 
30 years. In 1998, his former comrade, Kim 
Dae Jung, succeeded him as president in a 
peaceful transfer of power. Now Mr Kim 
Young Sam is suspected of being linked to a 
story of corruption while he was president. 

It is said that in 1996 some $80m of gov- 
ernment money was funnelled to Mr Kim 
Young Sam’s party, which distributed it to 
nearly 200 candidates campaigning in a par- 
liamentary election. As well as being South 
Korea’s president, Mr Kim was the chairman 
of the party. 

Mr Kim has denied knowing of the mis- 
use of any money. At the same time he has 
accused President Kim Dae Jung of seeking 
“political revenge”. He has not specified 
what he means by revenge but Koreans are 
aware that the old comrades did fall out. In 
opposition they formed rival political par- 
ties. There were rumours of corruption dur- 
ing Mr Kim Young Sam’s presidency, al- 
though only now has the state’s prosecution 
agency come out with some detail. But Kore- 
ans also sigh that this may be another exam- 
ple of a president turning on his predecessor. 

During Mr Kim Young Sam’s presidency, 
two former presidents, Chun Doo Hwan 
and Roh Tae Woo, were jailed for treason, in- 
surrection and taking bribes. The two men 
were freed in December 1997, just before Mr 
Kim’s term of office ended. Other presidents 
had less peaceful exits. Syngman Rhee, who 
became South Korea’s first head of state in 
1948, was forced out and died in exile in Ha- 
waii. The ensuing period of democracy 
ended when Park Chung Hee staged a mili- 
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tary coup in 1961. He ruled for 18 years, but 
like Rhee he could not bring himself to give 
up power voluntarily and was assassinated 
by his intelligence chief. Some remember 
him only as a dictator, but he is given credit 
for transforming the poverty-stricken coun- 
try into an economic power. 

Each of South Korea’s presidents has set 
out to outperform his predecessor. The 
economic prosperity of Chun’s tenure 
created a middle class. Mr Roh pursued his 
“Nordpolitik”, normalising relations with 
formerly hostile countries. Mr Kim Young 
Sam, too, can claim to be a reformer, ending 
the use of fictitious names in financial trans- 
actions, a change that has enabled the 
present government to probe the campaign- 
finance scandal. 

Mr Rohis writing a memoir about his ex- 
perience as president, although he is uncer- 
tain when he will publish it. South Korea 
needs a leader who is a man of “virtue, pa- 
tience and forgiveness”, he said in a written 
interview recently. How does President Kim 
Dae Jung measure up to these stern condi- 
tions? He has virtue. He was brave in the days 
of military rule, and has not been touched 
by stories of corruption. He has patience. He 
won the presidency at the fourth attempt. 
But forgiveness? Mr Kim Young Sam will 
hope that his accusation of “revenge” mis- 
judges the president. Certainly, most Kore- 
ans would like an end to the vicious cycle of 
the incumbent turning on his predecessor. 

m 





Central Asia 


Nervous spring 


BISHKEK 


ITH spring not far off and with it the 
opening of Central Asia’s snowy 
mountain passes, the region’s leaders are 
growing nervous about expected attacks by 
Islamist militants from Tajikistan. The re- 
mote passes of south-west Kirgizstan are 
again likely to be the route militants take to 
Uzbekistan, whose government they aim to 
overthrow. Last year, 30 Kirgiz soldiers were 
killed trying to defend the passes, most by 
sniper fire. 
There are reports that Juma Namangani, 
a leader of the radical Islamic Movement of 
Uzbekistan (imu), has already crossed from 
his base in Afghanistan into Tajikistan with 
several hundred men, equipped with high- 
quality arms and supporting technology. 
The mu, which also aims to set upan Islamic 
state in the Fergana valley, an area shared by 
Kirgizstan, Tajikistan and Uzbekistan, has 
been declared a terrorist organisation by the 
United States. It is said to have ties with 
Osama bin Laden, a Saudi living in Afghani- 
stan who the Americans believe organised 
attacks on their embassies in Kenya and Tan- 
zania in 1998. The imu is also thought to have 
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links with Afghanistan’s drug traders. 

Although the militants are at present rel- 
atively small in number, the armies of Cen- 
tral Asia are taking no chances. Kirgizstan’s 
defence budget for this year has been almost 
tripled, though itis still only $16m, and Presi- 
dent Askar Akaev told his defence council 
last week to be on the alert. Uzbekistan and 
Kazakhstan are also beefing up their armed 
forces. Uzbekistan has the largest and re- 
portedly strongest army in Central Asia. But 
it was badly shaken by an imu attack last 
summer. No figures have been officially an- 
nounced, but at least 200 Uzbek soldiers 
were probably killed. 

The presidents of Kazakhstan, Kirgiz- 
stan, Tajikistan and Uzbekistan met in Al- 
maty, in Kazakhstan, on January 5th and 
agreed to co-operate against the growing 
threat. In the past, though, the four leaders 
have tended to pursue their own plans, in 
part out of necessity. “The authorities in Ta- 
jikistan do not control the whole territory,” 
says Miroslav Niazov, deputy chairman of 
Kirgizstan’s national security service. “That’s 
why weare planning our own approach and 
taking preventive measures.” 

Uzbekistan, whose repressive ruler, Is- 
lam Karimov, has jailed thousands of oppo- 
nents and driven more into exile, is secretly 
being blamed for the whole mess. The Kirgiz 
still grumble about Uzbekistan’s acciden- 
tal—or not so accidental, as some Kirgiz be- 
lieve—dropping of bombs on a village in Kir- 
gizstan during an imu attack in 1999. Instead 
of hitting the rebels, the Uzbeks killed 12 vil- 
lagers and damaged dozens of houses. Uz- 
bekistan has upset Tajikistan by laying 
mines along the Uzbek-Tajik border. At least 
20 Tajik civilians have been killed over the 
past few months, after wandering acciden- 
tally into the minefields. 

Many Central Asians believe that the Is- 
lamist threat will end only when stability re- 
turns to Tajikistan and Afghanistan. Al- 
though Tajikistan’s long civil war is over, the 
country remains divided, with some areas 
still not under government control. As for 
Afghanistan, the ruling Taliban are likely to 
be shunned as long as they continue to pro- 
vide a base for groups like the imu, never 
mind the repression of their own people. 
| 
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Malaysia 


Good fellers 


OGGING in South-East Asia is often a 
criminal affair. Illegal fellers have de- 
nuded much of Indonesia, and Myanmar’s 
army, using slaves, is fast cutting down that 
country’s tropical trees. In Cambodia and 
Laos, both rebels and soldiers have been fell- 
ing trees for years, leaving land bare and vul- 
nerable to erosion and flooding. In Vietnam, 
where the timber industry appears to be bet- 
ter controlled, illegal loggers nevertheless 
still flourish. And Thai monks have become 
so desperate to protect their country’s few 
surviving trees that they wrap saffron robes 
on the trunks as a blessing. 

Malaysia has long promoted itself as the 
big exception in the region. The government 
talks of “sustainable logging”: chopping 
down only as many trees as can be felled 
without endangering the survival of its for- 
ests. Timber and furniture industries pro- 
vide jobs, tax revenue and, for loggers, politi- 
cal influence. Last year the country 
produced 22m cubic metres of sawn logs, 
earning M$1.7 billion ($450m) from exports. It 
sells more tropical logs and sawn tropical 
timber abroad than any other country, and 
is one of the biggest exporters of hardwood. 
Domestic demand for wood, especially fur- 
niture, grew by 12% last year. 

Yet all this means an annual net loss of 
perhaps 400,000 hectares (1,560 square 
miles) of trees, between 1% and 2% of Malay- 
sia’s forest cover, says the Food and Agricul- 
ture Organisation, though it admits exact 
measurements are hard to get. Even though a 
third of the country is covered by virgin or 
planted forest, the rate of felling is high—and 
not in the long term sustainable. Worse, in 
the eyes of western campaigners, Malaysia 
has refused to adopt international standards 
on managing forests. Greedy loggers in Ma- 
laysia are accused of ignoring the interests of 
indigenous people who live in the forests. In 
Sarawak, one of the largest timber-produc- 
ing states, activists say locals have been dis- 
placed or even killed by loggers. 

Forest nomads are losing their way of 
life, fish stocks have dwindled as topsoil has 
been washed into rivers, and wood is denied 
to those who want to build houses and 
boats, says Forests Monitor, an environmen- 
tal group. It also says profits from timber help 
to fuel corruption as loggers help to finance 
local ruling parties, which in turn allocate ar- 
eas to be felled. “Sarawak is a flashpoint of 
_ bad forest practice,” says another observer 
of the timber industry. 

Now, however, the national govern- 
ment seems ready to adopt standards set by 
the Forest Stewardship Council (rsc). These 
are used, mainly in Europe, Latin America 
and North America, to certify that timber 
comes from well-managed forests. In De- 
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cember the government and 200 represen- 
tatives of indigenous and other groups 
agreed that the whole industry should be 
certified. That means giving a voice to local 
communities and ensuring that trees are 
planted as well as felled. Activists who came 
from Sarawak said they were surprised even 


ASIA 


to be allowed to attend the meeting (in the 
past their passports have been snatched and 
lawyers forbidden to meet them), let alone to 
reach an agreement. 

So why has Malaysia’s prickly prime 
minister, Mahathir Mohamad, ever a proud 
opponent of western values, agreed to a 
scheme devised by green groups such as the 
World Wide Fund for Nature (wwe), and the 
Tropical Forest Trust, which is financed by 
European furniture shops? He may have re- 
alised at last that being green pays well. Ma- 
laysia sells much wood in China and Japan, 
where buyers do not care about its history, 
but the most valuable markets are in the 
West. There, consumers want to believe their 
wood has not come to them at the expense of 
the environment and will pay as much as 
50% more for certified stuff. That may mean 
as much as $1,000 for a cubic metre of trop- 
ical wood, says Steve Howard of wwe. 

Forests Monitor is still sceptical that Sa- 
rawak, which has few trees left but large de- 
posits of oil, will ever benefit. But for some 
Malaysian forests, such as one of 100,000 
hectares in Sabah, which have already met 
Fsc-standards, lucrative sales should be 
pending. Other states, take note. 








T TAKES a cult to know a cult, and the 
Chinese Communist Party is deter- 
mined not to give an inch of Tiananmen 
Square to the Falun Gong, a spiritual 
movement that combines meditative ex- 
ercises with a loony, millenarian outlook. 
Since its ban in mid-1999, there have been 
almost daily protests in the square, 
though few as dramatic as thaton January 
23rd, the eve of the Chinese new year, 
when five Falun Gong members doused 
themselves with petrol, and set them- 
selves on fire. At least one woman died. 
Toanextent, the act seems to reinforce 
the point that endless propaganda has 
been making: that this is an evil cult 
whose leaders hoodwink ordinary people 
into harming themselves. The state has 
long claimed the movement causes sui- 
cides. More blame, however, probably at- 
taches to the authorities: over 100 adher- 
ents may have died in police custody. 
Possibly hundreds of thousands have 
been detained, however briefly. The Falun 
Gong has decried the suicide attempts. 
Tiananmen Square is the symbolic 
centre of power in China, which is why 
the two cults play out their rituals on it. In 
many other parts of China, the authorities 
crack down not just on the Falun Gong, 
but also on lesser known cults, as well as 
on Christian churches not approved by 
the state. In particular, the party is con- 





Protests in Tiananmen Square 





cerned to nip disparate sites of dissatisfac- 
tion in the bud before they blossom. 

But in other parts of the country, the 
authorities recognise that provoking the 
Falun Gong merely increases its resis- 
tance. In Tianjin police appear to turn a 
blind eye to followers who meet in priv- 
ate. In Hong Kong, followers may protest 
in public. They cause the least harm to 
themselves, and even lend credit to Hong 
Kong’s government. 








Ready for anythin: 
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UNITED STATES 


The education president (Part 2) 


WASHINGTON, DC 


George Bush wants to improve America’s schools. The usual dinosaurs will 


obstruct him 


HE 93% of Americans who don’t live in 

Texas may already feel they have had 
enough of it. Yet Mr Bush’s first legislative 
gambit as president comes straight out of his 
Texas handbook. Plant your standard firmly 
on Democratic turf. Cobble together a col- 
lection of ideas that have acquired a certain 
degree of legislative traction. Push through a 
compromise reform package with the help 
of prominent Democrats. And then noisily 
claim that it is one of the boldest pieces of 
legislation in history. 

On January 23rd Mr Bush brought this 
play to Washington. He delivered a surpris- 
ingly fluent speech claiming that education 
is his first priority. He also met a bipartisan 
group of legislators who specialise in educa- 
tion, went to the Department of Education to 
watch his education secretary, Rod Paige, 
being sworn in, dropped in on a couple of 
schools and held a conference with 
Republican governors. 

Mr Bush proposes four basic re- 
forms. First, subject all schoolchil- 
dren in the third through eighth 
grades (roughly 9-15) to annual tests, 
and publish reports on their pro- 
gress. Second, make schools ac- 
countable for their performance. 
Third, remove federal regulations 
on schools and school districts in 
exchange for improved results. 
Fourth, let parents of children 
trapped in sink schools spend fed- 
eral money in private or parochial 
schools. (The Bush people have 
banned the term “vouchers” as too 
explosive, but that is the idea.) 

The essence of Mr Bush’s pro- 
gramme, to advance accountability 
by establishing a few national stan- 
dards while freeing states to experi- 
ment, is not as radical as some had 
hoped. The vouchers part is weedy, 
and Mr Bush has signalled that he is 
willing to drop it in any case. That is 
one reason why the initiative is 
likely to gain strong support. Bi- 
partisanship is everywhere. The 
theme of Mr Bush’s education bill, 
“Leave no child behind”, echoes the 
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decade-old motto of the leftish Children’s 
Defence Fund. Ted Kennedy, the senior 
Democrat on the Senate Education Commit- 
tee, talks about “overwhelming areas of 
agreement and support”. Mr Bush men- 
tioned three Democrats in his speech, 
George Miller, Jeff Bingaman and Joe Lieber- 
man; he also promised a significant (though 
unspecified) expansion in federal funding 
for education to smooth the bill’s way. 

This bipartisanship is not just for the 
cameras. It is the result of a new consensus 
on education. There is growing agreement 
that the poor school performance of many 
minority and disadvantaged children is a 
national disgrace. There is a growing agree- 
ment that the war on educational inequality 
has failed: America has spent $120 billion 
trying to raise the achievements of poor chil- 
dren since 1965 without any appreciable 





closing of the education gap. And there is 
even a growing consensus that the federal 
government should trade bureaucratic con- 
trol in return for better test results. 

The right is reconciling itself to the fed- 
eral government playing an active role in 
education. (“The federal role in education is 
here to stay,” says a recent Heritage Founda- 
tion pamphlet flatly.) The left is reconciling 
itself to the importance of accountability 
and competition in improving educational 
results. This all adds up to a new consensus: 
that “conservative methods” (accountability 
and competition, in regulated doses) can 
achieve “liberal” goals (closing the gap be- 
tween rich and poor children). 

Perhaps the most convincing evidence 
of bipartisanship on this subject is that Mr 
Bush’s old rival, Mr Lieberman, introduced 
an education bill on exactly the same day as 
Mr Bush, and the president went out of his 
way to praise it. Mr Lieberman’s bill sounds 
many of the same notes as Mr Bush’s, 
consolidating the 50 current federal pro- 
grammes into five broad categories, offering 
states far more flexibility in how they spend 
their money in return for hitting broad per- 
formance targets and including penalties for 
schools that fail to spend their money wisely 
(such as being turned into charter schools). 
Another bill introduced this week by mod- 
erate Republicans also has striking 
similarities to Mr Bush’s bill, though 
without vouchers. 

Several things make it likely that 
Mr Bush will be able to turn consen- 
sus into action. The first is that most 
lawmakers put education at the top 
of their list of priorities in the No- 
vember elections. The second is that 
most politicians are desperate to get 
something done in order to dispel 
the idea that Washington is a dys- 
functional town. The third is that 
Mr Paige, the former head of the 
Houston school district, is a widely 
popular choice to run the Depart- 
ment of Education. The fourth is 
that Mr Bush has the support of the 
Republican governors, who can act 
as a powerful counterweight to the 
education establishment. 

Thisis not to say thatit will all be 
plain sailing. The idea of giving par- 
ents vouchers to rescue their chil- 
dren from chronically underper- 
forming schools is unlikely to 
survive, despite mounting evidence 
that school choice improves the 
educational chances of poor chil- 
dren (see Economics focus). Most 
Democrats, with their close ties to 
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the teachers’ unions, oppose the idea to the 
hilt. (“If he insists on vouchers,” says Tom 
Daschle, the Democratic leader in the Senate, 
“you've got your first problem.”) Mr Bush is 
unlikely to let vouchers sink the rest of his 
programme. During his confirmation hear- 
ings Mr Paige announced that vouchers will 
not bea priority for the new administration. 

There is also a broader problem: Ameri- 
can education is so decentralised. The fed- 
eral government accounts for only about 7% 
of education spending; real power is dis- 
persed among the country’s 14,800 school 
districts. This raises the possibility that Mr 
Bush will nationalise the blame for educa- 
tional failure without nationalising the 
means to eliminate that failure. 


The decentralisation of American edu- 
cation also makes it impossible to introduce 
national testing standards. Tying federal 
funds to performance in tests sounds won- 
derful in theory. But what happens when 
every state can decide not only what tests to 
use but also what pass-mark to employ? At 
best, you end up with an extraordinarily 
complicated system. At worst, states could 
try to trick the system by employing inflated 
educational currency. 

All that could cause problems in the fu- 
ture. But there is no doubt that Mr Bush’s de- 
cision to focus on education is a sensible po- 
litical move. It offers him the chance of 
pushing a bipartisan reform through fairly 
quickly. It underlines his claim to be a differ- 


ent kind of Republican—different from his 
father, who claimed to be “the education 
president”, but preferred foreign policy, and 
different from Newt Gingrich, who put the 
abolition of the Department of Education at 
the heart of his reforms. And it burnishes his 
reputation for “bold incrementalism”. 

Eight years ago, Bill Clinton’s adminis- 
tration started its term in office by focusing 
on a subject that polarised opinion across 
the country, gays in the armed forces. In 
choosing a subject that is at the top of the na- 
tional agenda and ripe for bipartisan com- 
promise, Mr Bush has got off to a dramati- 
cally better start. It is not certain whether he 
will be able to get that much further. But his 
focus, at least, is exactly right. 

a 





Western lands 


Monumental struggle 


The growing debate about the west reflects a division not just in the 
faster-growing half of America but also within the Republican Party 


URPRISINGLY little was said during the 
recent presidential race about the envi- 
ronment. Since George Bush’s victory, how- 
ever, the din has grown steadily louder. By 
picking Gale Norton, a conservative lawyer 
from Colorado, to be secretary of the interior, 
with responsibility for the management of 
much of America’s public land, Mr Bush has 
provoked an outcry from environmentialists. 
Ms Norton was finally confirmed on 
January 24th with a handsome margin, al- 
though her hearings had been the second- 
most-cantankerous after those for John 
Ashcroft, Mr Bush’s nominee for attorney- 
general. As her critics kept repeating, Ms 
Norton spent much of her early career repre- 
senting the interests of ranchers, 


cans, war has already been declared. Most 
public land is concentrated in the west— 
and, historically, natural resources have 
been the source of local prosperity. James 
Hansen, a Republican congressman from 
empty western Utah who will chair the 
House Resources Committee, has written to 
Mr Bush urging him to reverse the orders cre- 
ating national monuments and protecting 
national forests. Mr Bush has taken his ad- 
vice, suspending the creation of almost all 
Mr Clinton’s national monuments as one of 
his first acts on taking office. 

In fact, such a war to reconquer the west 
is hard to wage. The flurry of orders from Mr 
Clinton was not a last-minute idea, but the 


outcome of long legal processes that will take 
many months, perhaps years, to undo. An 
act of Congress could overturn the ban on 
road-building. But the Senate is evenly split, 
and nothing will get through easily. 

Some Democrats would relish a battle 
over national monuments and forests, see- 
ing it as a way to drain momentum from Mr 
Bush in his early weeks. Yet the battle over 
land use might be less between Democrats 
and Republicans than between different 
sorts of Republicans. Many eastern Republi- 
cans like Mr Clinton’s greenery, and western 
Republicans themselves are divided. Some 
represent places, suchas the suburbs of Den- 
ver, where people like to hike in the moun- 
tains rather than mine them. (The west’s cit- 
ies, in fact, are now growing faster than those 
anywhere else in the country.) Old-school- 
ers like Mr Hansen, who still subscribe to the 
romantic image of loggers and ranchers bat- 
tling with nature, are increasingly balanced 
by pragmatists who recognise that the re- 
gion’s economy is diversifying. Mike Leavitt, 
the Republican governor of 





miners and timber firms. Those 
folk gave large contributions to 
the Republicans last year, and 
now expect payback. 

Mr Clinton used the dying 
days of his administration to 
make some environmental noise 
of his own. On January 5th he is- 
sued an executive order forbid- 
ding the building of roads on 
58.5m acres of land run by the 
Forest Service—about a third of 
the total. Without roads, the for- 
ests, mostly in the west, will re- 
main inaccessible to loggers and 
to firms prospecting for oil and 
gas. Other announcements in- 
cluded a ban on harvesting old- 
growth trees on public lands and 
the creation of seven new pro- 
tected “national monuments”, to 
add to the 14 Mr Clinton created 
or expanded in his time in office. 

To some western Republi- 
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Mini-prospector let loose 


Utah, admits that the creation of 
the new Grand Staircase-Esca- 
lante national monument has 
upset the people wholive close to 
it, but it draws in visitors and, 
therefore, brings economic bene- 
fits to his state. 

Even Ms Norton has some- 
thing of a split personality. She 
remains philosophically com- 
mitted to the defence of property 
rights, which is the basis for con- 
servative attacks on many envi- 
ronmental-protection laws. But 
as attorney-general in Colorado 
she helped toclean up mines and 
timber mills, and she stated dur- 
ing her confirmation hearings 
that she was “fully committed” 
to protecting national parks. Her 
critics are having to weigh that 
against her pledge to review 
“what needs to be changed” in 
Mr Clinton’s flurry of last-mi- 
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nute regulations. 

Republicans prefer local control to gov- 
ernment intervention, but this does not nec- 
essarily mean much of a change in policy. 
Under the Clinton administration there has 
been fast growth in groups such as the Grand 
Canyon Trust, which bring together differ- 
ent interests to resolve conflicts over land use 
without involving Washington. In fact, west- 
erners’ bark is often worse than their bite. 
The west kicked up a tremendous storm 
when President Carter embarked on a 
course of cutting federal subsidies to eco- 
nomically crazy water projects in the west, 
but quietly lived with the same policy when 
Presidents Reagan and Bush continued it. 

On the other hand, the Clinton adminis- 
tration has persuaded warring groups to talk 
to each other partly by threatening strict en- 
forcement of the laws. A secretary of the in- 
terior who took a lighter approach would 
not be so persuasive. Although federal 
money is an inducement, it tends to be allo- 
cated to a few big projects, such as Calfed (a 
huge collaboration between California and 
the federal government to manage the state’s 


water supply) or the Everglades project in 
Florida. If laws can be winked at, industry 
and landowners will have little incentive to 
try tocut deals with tree-huggers. That might 
mean that environmentalists would return 
to their old tactics of the 1970s and 1980s, and 
take their battle to the courts instead. 

Which strain of Republicanism will win 
the day? Ms Norton’s confirmation hearings 
left the question unclear, but Mr Bush him- 
self has been unequivocal. He intends to 
press on as quickly as possible to open part 
of the Arctic wildlife refuge to drilling. The 
refuge, 19m acres on the north coast of 
Alaska, chock-full of rare plants and ani- 
mals, sits on top of a lot of oil. The state’s 
powerful senators and the energy industry 
want to tap it, not least because they see it as 
a part-solution to the chronic power pro- 
blems of California (see Lexington). Mr Bush 
proposes to open about 8% of it, or 1.5m acres. 
Mr Clinton assiduously threatened to veto 
any such invasion. Ms Norton has merely 
said she will “evaluate the environmental 
consequences” before the drilling starts. 
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Manufacturing 


Not making it 


NEW YORK 


HETHER the entire American econ- 

omy is now in recession is still debat- 
able, but nobody doubts that manufacturing 
is in the grip of a severe downturn. Will the 
rest of the economy go down with it? 

Every day brings reports of more well- 
known firms cutting jobs. Manufacturing 
production fell at an annualised rate of 2.1% 
in the fourth quarter of 2000 compared with 
the third quarter—the biggest decline since 
the recession a decade ago. Two leading indi- 
cators of manufacturing activity have both 
plunged in recent months (see chart over- 
leaf). The National Association of Purchas- 
ing Managers’ index has fallen to a level that, 
in the past, has occurred only when the 
economy as a whole has gone into recession. 

There are several sources of manufactur- 
ing’s troubles. Despite its recent slide against 
the euro, the dollar remains strong relative to 





Rich friend of Bill 


NEW YORK 


AVING lost the right to rent out a bed- 

room on Pennsylvania Avenue, Bill 
Clinton spent his last day in office distri- 
buting presidential gifts of an equally un- 
ique and pleasing nature. He pardoned 
more than 100 people, including Patty 
Hearst, the heiress who was kidnapped 
and robbed a bank in 1974; his old White- 
water associate, Susan McDougal; John 
Deutch, a former director of the cra, who 
had mishandled secret information; 
Henry Cisneros, a former secretary of 
housing and urban development, who had 
mishandled payments to his mistress; and 
his half-brother Roger, who had mishan- 
dled cocaine in many parts of Arkansas. 

The names that drew most attention, 
however, were those of a dozen people 
prosecuted by the us attorney in the 
Southern District in New York, which in- 
cludes Wall Street. Because, much to its dis- 
gust, the office was not consulted, details of 
many of these cases are still to be un- 
earthed from the archives. But the most 
controversial is the pardon of Marc Rich 
and his partner Pincus Green. 

Mr Rich has never come to trial; he pre- 
empted the process by fleeing to Switzer- 
land in 1983. According to a lengthy and 
thorough indictment prepared by the then 
us attorney for the Southern District, Ru- 
dolph Giuliani (now New York’s mayor), 
Mr Rich was guilty of four distinctly differ- 
ent but inter-related crimes. First, during 
the late 1970s and early 1980s—when the 








With generous ex-wife 


American embassy in Iran had been seized 
and world energy markets were a 
mess—Mr Rich imported millions of bar- 
rels of oil from Iran despite a trade em- 
bargo. He then orchestrated a complex se- 
ries of trades, first to skirt existing 
American price controls on domestically 
produced oil and, second, to create phoney 
losses that offset $48m in potential taxes. In 
his most audacious move, he persuaded 
American banks to send over $200m to 
Iran for the oil purchases, breaking strict 
prohibitions in place at a time when Amer- 
ica was, in a sense, at war. 

Mr Rich has also been linked to efforts 


to circumvent trade sanctions imposed on 
South Africa, as well as to a successful cor- 
nering of the aluminium market. He lives 
in a shadowy world where truth is elusive; 
but matters may get clearer now that inter- 
est in his case has been revived by Mr Clin- 
ton’s pardon. 

Many efforts have been made to extra- 
dite Mr Rich to face charges. By itself, “trad- 
ing with the enemy” could send him to jail 
for 80 years. Now he can fly home and, be- 
cause he has renounced American citizen- 
ship, his fortune would seem to be im- 
mune from American taxes. 

Why was he let off? Mr Rich’s former 
wife, Denise Rich, is a big contributor to the 
Democratic Party in general and to Hillary 
Clinton in particular; his lawyer, Jack 
Quinn, is a former general counsel to Mr 
Clinton and was chief of staff to the former 
vice-president, Al Gore. Mr Giuliani criti- 
cised Mr Clinton’s actions, saying Mr Rich 
had never paid his dues to society. Appar- 
ently there is more than one way to pay. 

Incontrast, Mr Giuliani urged a pardon 
to be granted to another man, one he suc- 
cessfully prosecuted, who actually served 
time in jail and paid restitution: Michael 
Milken. Mr Milken’s crimes, which in- 
volved failure to disclose information and 
market manipulation, were not remotely 
on the scale of what has been alleged 
against Mr Rich—and Mr Milken’s con- 
tributions to America, as a philanthropist 
and through his creation of the junk-bond 
market, have been infinitely greater. Yet he 
was not pardoned. The reasons why are 
unclear; the only certainty in these cases is 
that justice was not blind. 
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the currencies of its trading partners as a 
group. This has raised the price of American 
exports. Slower export growth has hit profits, 
as have rising labour costs, in turn causing 
firms to cut back on growth plans. This hurts 
suppliers and capital-goods producers. 

Many companies became over-optimis- 
tic as, a year ago, the boom went roaring on, 
and increased production at precisely the 
wrong time, building up large inventories 
which they are now desperate to trim. More- 
over, many manufacturing firms have never 
fully recovered from the Asian economic cri- 
sis of a few years ago. The result has been a 
dramatic fall in confidence in the manufac- 
turing sector, starting last autumn, with re- 
ports of mass abandonment of plans to in- 
crease investment this year. 

A recession in manufacturing does not 
always coincide with recession in the 
broader economy. Manufacturing’s share of 
Gpr is a mere 16%, its share of employment 
15%. It is dwarfed by consumer spending— 
though, because of its unprecedented scale, 
corporate investment has been a vital con- 
tributor to total economic growth in the past 
few years. Manufacturing firms also create 
demand elsewhere in the economy, directly 
through their own purchase of services and 
indirectly through the private spending of 
their employees. 

A downturn in manufacturing also af- 
fects the American psyche. People in other 
sectors may start to feel insecure about their 
own jobs and rein in their spending, just in 
case. Yet manufacturing’s problems may also 
be reflecting developments in the broader 
economy, as much as leading them. For in- 
stance, the industry that has been hardest hit 
is car production, in which output in the 
fourth quarter of 2000 was 12.1% lower than a 
year earlier. A sharp fall in car buying may 
suggest that consumers are cutting down 
their spending across the board. 

One mystery is why, despite the reces- 
sion in manufacturing and the slowdown in 
the rest of the economy, unemployment has 
stayed so low. Consumer spending is un- 
likely to plunge to recessionary levels while 
there is, in effect, fullemployment. 




















CHAPEL HILL, NORTH CAROLINA 


HE notion that Al Gore mishandled 

Bill Clinton in the election campaign is 
entering Democratic lore. If only the most 
popular outgoing president in recent 
times had been allowed to go to his home 
state or Mr Gore’s, he would have tipped 
Arkansas or Tennessee into the Demo- 
cratic column and Mr Gore would have 
won. Or so everyone thinks. This chart, 
prepared by Thad Beyle of the University 
of North Carolina, Chapel Hill, explains 
why they are wrong. 

It breaks Mr Clinton’s popularity 
down state by state. And it shows there is 
an almost perfect match between that 
and the election result. With the exception 
of Florida (which was an exception to al- 
most everything), Mr Gore won every 
state where Mr Clinton’s favourability 
rating was average (ie, 57%) or above. Mr 
Bush won every state where Mr Clinton’s 
popularity was a point or more below 
(with two exceptions, Oregon and New 
Mexico, both of which Mr Gore carried by 
less than 0.25% of the vote). 

The chart suggests that Mr Clinton 
would almost certainly have made no dif- 





Al, it wasn’t your fault 























ference in Arkansas or Tennessee, because 
his personal rating was too low in both 
states. The only place where he might pos- 
sibly have helped Mr Gore was New 
Hampshire, where his rating was just one 
point below average. But Mr Gore could 
not take the risk. If Mr Clinton’s appear- 
ance on the campaign trail had driven his 
overall ratings down by a point or two, Mr 
Gore would have lost by a landslide. 








Reports of job cuts in manufacturing 
may mean that the unemployment rate will 
soon start to rise.On the other hand, it seems 
that many firms are hoarding labour. Having 
found it increasingly difficult to hire skilled 
workers in recent years, they are loth to let 
them go now and risk being caught short 
again if the economy proves stronger than 
expected. Other firms are taking advantage 
of layoffs elsewhere to plug gaps in their 
workforce. As a result, points out Ian Shep- 
herdson of High Frequency Economics, the 
pain of economic slowdown may be felt first 
in productivity, and only later in job cuts. 

This makes life much harder for Alan 
Greenspan, chairman of the Federal Reserve. 
He faces a schizophrenic economy: on the 
one hand, full employment, rising wages 
and still healthy (if falling) consumer confi- 
dence; on the other, a collapse of confidence 
in the country’s boardrooms. His recent be- 
haviour, in the opinion of Bruce Kasman of 
J.P. Morgan Chase, suggests it is business 
sentiment that concerns him most, and that 
he will do all he can to arrest its decline, 
whatever the longer-term risks may be for 
the economy. This is the likeliest explanation 
for the shock half-point cut in interest rates 








Correction: Our map of the election results 
by state last week erroneously showed Oregon 
in the Bush column. It went to Al Gore. Our 
apologies for rubbing salt in the wounds. 
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he announced on January 3rd. 

Can the Fed's great Houdini pull off an- 
other great escape? Aggressive rate-cutting 
quickly revived the economy in 1995; but, 
despite being twice as large, his series of rate 
cuts in 1989 did not prevent the economy 
slipping into recession. From the muted re- 
action to the recent rate cut, it is clear that 
things will not be so easy now as in 1995, says 
Mr Kasman. But then no escape-artist likes 
his stunts to look easy. 

M 





Abortion politics 
Trench warfare 


WASHINGTON, DC 


URING Europe’s wars of religion, ar- 

mies used to go into battle singing 
psalms. Five centuries later, a polite group of 
elderly right-to-lifers from New Jersey stride 
down Constitution Avenue quietly intoning 
the Hail Mary. One clutches a crucifix; an- 
other is pushed in a wheelchair. A politician 
poses for his picture with a man in a George 
Bush mask holding a sign proclaiming, “It’s 
war, baby.” 

Every January anti-abortion marchers 
mark the anniversary of Roe v Wade, the 1973 
decision by the Supreme Court that allows 
legal abortion. This year, with Mr Bush in the 
White House, they felt that the war might be 
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edging their way—a view apparently shared 
by abortion-rights activists, who marked the 
anniversary with a pessimistic vigil of their 
own. In fact, any gain or loss of territory will 
probably be marginal. 

Mr Bush cheered the protesters by issu- 
ingan executive order to block the use of fed- 
eral money to pay for abortions overseas. 
This restored the so-called “Mexico city pol- 
icy” that Bill Clinton overturned exactly 
eight years ago. The announcement was nei- 
ther unexpected (a decision had to be made 
by February) nor particularly harsh in its im- 
pact. Despite some howling from feminists, 
America will still allow money to be spent 
by aid agencies overseas on other forms of 
family planning, such as contraception ad- 
vice. In many parts of the developing world 
abortions are illegal anyway. 

During the campaign, Mr Bush pledged 
his personal loyalty to the anti-abortion 
cause while making frantic hand signals to 
moderate voters that he would do little to 
overturn Roe v Wade: two-thirds of Ameri- 
cans think abortion should stay legal. His 
nomination of John Ashcroft for the post of 
attorney-general has terrified some abor- 
tion-rights people, but there is relatively little 
that even that ultra-conservative former 
senator can do to stop abortions without 
changing the constitution. And Mr Bush’s 
legislative priorities are firmly elsewhere. 

That said, battle is bound to be rejoined 
sooner or later on three fronts. First, Con- 
gress may eventually pass a bill banning 
“partial birth”, or late-term, abortions. Mr 
Clinton vetoed two such efforts, but Mr Bush 
would sign it into law. Women’s groups op- 
pose such a ban on principle, but voters are 
more squeamish about the gruesome proce- 
dure. The political impact may depend on 
the exceptions and terms of the bill. 

Second, there is the Supreme Court. Mr 
Bush has waffled about nominating only 
judges who would stick toa strict interpreta- 
tion of the constitution. This cleverly reas- 
sured moderate voters that abortion would 
not be a litmus test, but also sent a coded 
message of hope to anti-abortion folk, who 
regard Roe v Wade as a classic case of judicial 
overreach. 

Finally, bubbling slowly to the surface, is 
the awkward issue of biotechnology. Some 
anti-abortion groups have squawked about 
Mr Bush’s nomination of Tommy Thomp- 
son as his health secretary. The governor of 
Wisconsin opposes abortion and has said he 
will review the safety of RU-486, the recently 
approved abortion pill; but, like many other 
business-minded Republicans, he appears 
to support the creation and use of embryos 
for stem-cell research. Such genetic tamper- 
ing enrages not just church groups but also 
more leftish anti-corporate figures. The 
abortion war, like its military equivalent, is 
not only going high-tech; it is also becoming 
harder to tell who is fighting whom. 

a 
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Jesse Jackson 


Closing ranks 


CHICAGO 


AX PENANCES go, it was one of the shorter 
ones. On January 18th, the Rev Jesse 
Jackson publicly announced that he had fa- 
thered a child, now 20 months old, as the re- 
sult of an affair with a former staff member. 
He asked for forgiveness and said that he 
would temporarily withdraw from public 
life, in order to revive his spiritand reconnect 
with his family. Four days later, Mr Jackson 
addressed 200 ministers and public officials 
in Chicago, railing against the immoral 
“Confederate agenda” of the fledgling Bush 
administration. His listeners stood and 
shouted, “We love Jesse Jackson.” 

What price will Jesse pay for his mis- 
deeds? After all the usual hand-wringing 
over powerful men being led astray by their 
urges (no wonder Mr Jackson could offer 
such sympathy to President Clinton, who 
was receiving counselling from him about 
Monica at just the time the Reverend was 
romping), blacks have closed ranks around 
their leader. Board members of the Rain- 
bow/rusH Coalition, the civil-rights orga- 
nisation Mr Jackson founded, offered him a 
unanimous vote of confidence and urged 





Just you keep looking sorry 


him to stay on as president. 

Indeed, those who have offered more 
than a slap on the wrist have found them- 
selves shouted down. Mary Mitchell, a black 
columnist for the Chicago Sun-Times, casti- 
gated Mr Jackson in her column as a bad 
role-model at a time when illegitimacy and 
HIV/AIDS are scourges in the black commu- 
nity. Her reward wasa flood of angry e-mails 
and phone calls from readers who thought 
her role was “to defend black leaders no mat- 
ter what they've done”. 

Many observers believe that Mr Jack- 
son’s admission will not hurt him politically 
in the long term. By admitting the affair, he 
won points for candour, and he has prom- 
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ised to pay child support. Most important, 
Mr Jackson’s timing is impeccable, says Da- 
vid Bositis, a senior political analyst at the 
Joint Centre for Political and Economic 
Studies, a black think-tank in Washington. 
He is a master of political opposition at a 
time when the Bush administration will pro- 
vide many new things to oppose. The Dem- 
ocrats have also learned from Bill Clinton 
and Al Gore that charisma matters more 
than moral rectitude; and Mr Jackson, ac- 
cording to Clarence Page of the Chicago Tri- 
bune, has more rock-star appeal than any 
civil-rights leader since Martin Luther King. 

But the rock star may have been growing 
tone-deaf long before his embarrassing rev- 
elation, says Mr Page, who has followed Mr 
Jackson’s political career for 30 years. He did 
not earn much gratitude for intervening on 
behalf of six black students expelled from a 
Decatur, Illinois, high school for brawling at 
a football match. He also lost credibility last 
summer by claiming that a black Mississippi 
boy had been lynched for dating white girls, 
when forensic experts concluded that the 
boy had committed suicide. 

Meanwhile, Ralph Nader replaced Mr 
Jackson in the 2000 election as the voice of 
the left. Even in post-election Florida, where 
there was reasonable evidence that black 
voters were disenfranchised, Mr Jackson 
struggled for media attention. When he 
claimed that the final result was 
invalid, his tone was too strident 
even for many Democrats. These 
events, and an unwillingness to 
stand for any elected office that 
he might actually win, have, says 
Mr Page, reinforced Mr Jackson’s 
image as a political gadfly. 

His success will ultimately 
be measured by his ability to 
draw other liberal constituen- 
cies, such as organised labour, 
under his umbrella. He must also 
continue his efforts to squeeze 
money and social change out of 
corporate America. This week, 
he will meet New York business 
leaders as part of his campaign to 
create more Wall Street jobs for 
blacks. With no elected power, 
he must depend on moral stature and the 
bully pulpit. “I think he gets knocked down a 
couple of pegs,” says Paul Green, a professor 
at Roosevelt University in Chicago. 

Knocked down, perhaps, but not out. No 
other black leader has been as successful at 
building a national power base from a local 
following. “There isn’t a name that comes to 
mind—not Sharpton, not anybody,” says Al- 
den Loury of the Chicago Reporter, who has 
written extensively on race. That may be the 
bigger issue lurking among the salacious de- 
tails of Mr Jackson’s behaviour. It is probably 
time to make room at the podium for a new 
generation of black leaders. Where are they? 
a 
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Gray Davis's perfect storm 


OW many governors of California does it take to change a 

light bulb? Three. The first to turn off all the lights in the state. 
The second to stamp around in the dark yelling that it’s not his 
fault. And a third to switch the lights back on. Gray Davis, the cur- 
rent governor, has so far been the second. He had better become 
the third quickly, or someone else will. 

Mr Davis is the perfect politician facing the perfect storm. He 
has got to the position he is in—the only Democrat in charge of a 
large state and the dominant politician in the largest state in the 
country—by embodying the twin characteristics of modern 
American politics: raising money and not offending anyone. 

Asa fundraiser, he is prodigious, easily in the Clinton or Bush 
class. His war chest of around 
$30m is the largest assembled by 
anyone not running for national 
office. Paradoxically, he won the 
governorship of California de- 
spite being heavily outspent in 
what was, at the time, the most 
expensive statewide race ever. 
But like the Bavarian conserva- 
tive leader of the 1970s whoswore 
that so long as he was in politics, 
no one would ever run to his 
right, so Mr Davis concluded that 
he would never be outspent 
again. Thanks to the collapse of 
the California Republican Party, 
he has been able to arrange this, 
not only mopping up the funds 
that usually go to Democrats, but 
also—by acting as the main mod- 
erating influence on left-wingers 
in the state legislature—receiving 
contributions from grateful Re- 
publicans. 

Mr Davis is a state-of-the-art moderate. He has sworn that 
taxes in California will never be raised on his watch, and seems to 
have made it an article of faith never to upset voters with policy 
surprises or big spending programmes. As a reader of public senti- 
ment heis again in Bill Clinton’s league, except that he is also a dec- 
orated Vietnam veteran of unimpeachable probity. In his first year 
as governor he claimed to be the only official with a mandate toset 
a policy agenda (a pretension that has now been abandoned). No 
wonder he is one of a handful of Democrats who could run for the 
presidency in 2004. Self-disciplined, poll-driven and ultra-cau- 
tious, Mr Davis is, in the words of Harold Meyerson of LA Weekly, 
“the minimalist governor’: the very model of the modern centrist 
Democrat. 

This is the man caught in the perfect storm. California’s elec- 
tricity debacle comes from the confluence of unexpectedly strong 
demand, supply hiccoughs, unusual weather patterns, price goug- 
ingand, above all,an unbelievably bungled “deregulation” in 1996 
which freed the wholesale electricity market but imposed price 
controls at the retail level. Californians are rightly amazed that the 
world’s most advanced economy can be suffering from third- 
world blackouts, with traffic lights switching off at rush hour and 
children getting stuck in lifts. This is one of the worst crises ever to 
hit the Golden State—and, unlike many of the disasters that have 
visited it, it is almost entirely man-made. 

Mr Davis has responded with his preferred methods of incre- 
mental change. For months, he refused to listen to the mounting 





cries of alarm. He then permitted a minimal rate increase (10% for 
go days) and swore there would be no further price rises. He criti- 
cised the electricity generators as “out-of-state profiteers”, said the 
whole mess was someone else’s fault (which is correct: it was his 
predecessor’s), and ducked any question of a taxpayer-financed 
bail-out of the utility companies. He then set aside $400m to buy 
electricity supplies, which will hardly last two weeks. 

Itis true that he is under pressure from some of the most vocal 
consumer and environmental lobby groups in the world: they 
have the power of the referendum to wield against him in a state 
with an unusually volatile electorate. He also deserves some credit 
for backing the construction of new generating plants, the first in 
California for a decade, and for 
sending the state government 
out into the market to negotiate 
long-term contracts to flatten 
out the spike in wholesale prices. 
But these measures are relatively 
uncontroversial. Nearly every- 
one accepts that the long-term 
solution is for the state to pro- 
duce more electricity and use 
longer-term contracts. The pro- 
blem is how to get there and how 
to deal with the transition 
costs—and on this he has not 
only said almost nothing, but 
what little he has said may have 
made matters worse. 

The simple fact is that for the 
past few months, Californian 
utilities have been forced to buy 
high and sell low (buying at 
wholesale prices, selling at fixed 
retail ones). Naturally, they have 
racked up vast debts: almost $12 
billion. There is no way round the plain mathematics. Someone 
has to let them off selling at a loss. And someone has to pay their 
debt, or let them make a profit so they can do so. And the only 
“someone” whocan do both is the Californian consumer. The util- 
ities cannot afford it and there is no justification for the federal 
government to bail out the richest state in the nation. By refusing to 
countenance price rises or to offer a bail-out at the start, Mr Davis 
not only postponed the solution to the problem (however it is 
dressed up), but further undermined the teetering finances of the 
utility companies. It was his first crisis, and he flunked it. 

Mr Davis has time to set matters right—though not much, since 
energy demand soars in the Californian summer, and Republi- 
cans are likely to take advantage of the crisis to regroup. If he suc- 
ceeds, and wins re-election as governor in 2002, he would be in a 
position to campaign for the presidency in 2004 as the man who 
had solved the country’s worst energy problem. 

But his first reactions have been dismaying. Had he made a 
simple mistake, that would have been one thing. But his strategy so 
far has been rooted in those principles of cautious incrementalism 
and avoiding giving offence that have been his hallmark. 

Gray Davis is a politician adept at controlling the ordinary 
variables. But the hardest challenges in politics, as Harold Macmil- 
lan, a British prime minister, once put it, come from “Events, dear 
boy, events”. When a typhoon hit Mr Davis’s boat, his naviga- 
tional equipment stopped working. It is a lesson not only for Cali- 
fornia’s governor but also for America’s new president. 
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Venezuela's revolution reaches 


the classroom 


CARACAS 


Teachers accuse President Hugo Chavez’s “Bolivarian” government of 
wanting to foist Cuban-style indoctrination on the country’s schools 


N A sparse office on the 19th floor of the 

featureless tower block that houses the 
Venezuelan education ministry, a former 
guerrilla is planning a revolution. Thirty 
years ago, Carlos Lanz was in the mountains 
with a gun in his hand. Later, he spent seven 
years in jail for his part in the three-year kid- 
napping of an American businessman. 
Nowadays, he is one of several guerrilla vet- 
erans who work for the government of Presi- 
dent Hugo Chavez. Mr Lanz is in 
charge of the National Educational 
Project (PEN). This plan for a radical 
shake-up of Venezuela’s schools is 
supposed to ensure the “irreversibil- 
ity” of Mr Chavez’s “Bolivarian revo- 
lution”, named in homage to the 
(Venezuelan-born) South American 
independence leader of the early 19th 
century. 

Much of what Mr Lanz says about 
education reform sounds reasonable. 
Venezuela used to score well on edu- 
cation, compared with its neighbours. 
It still spends a lot on it, though much 
of that goes to public universities. 
Meanwhile, one child in ten fails to 
complete primary school, and almost 
one in five does not finish secondary 
education. 

Drawn up after what the govern- 
ment claims was much consultation, 
the latest draft of the PEN calls for 
measures ranging from flexible curri- 
culums to revamped teacher training, 
“debureaucratisation” and new school 
buildings. But the teachers’ unions, private 
schools’ associations and the church are 
fuming. They claim the government's not- 
so-hidden agenda is a Cuban-style indoctri- 
nation of youth. Their message, in a cam- 
paign of protest launched this month, is 
“Don’t mess around with our kids”. They 
have handed the National Assembly a coun- 
ter-proposal for a new education law. 

Mr Lanz says he is still a Marxist, al- 
though he also cites other ideological influ- 
ences, such as Simon Rodriguez, a pioneer of 
universal education in Latin America who 
was Bolivar’s own teacher. He says he has no 
time for the educational dogma of Fidel Cas- 
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A middle-class counter 


tro’s regime in Cuba, and wants to inculcate 
“critical consciousness” rather than blind 
adhesion to “Bolivarian” doctrine. But he ad- 
mits that his agenda is political. The draft 
plan rails, for example, against the evils of 
globalisation and privatisation. 

It is not hard to find evidence of a desire 
toindoctrinate. After he became president in 
1999, Mr Chavez, a former army officer 
whose parents were both teachers, ordered 
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el A Z 
-revolution 
the setting up of “Bolivarian schools”, aimed 
at providing basic education and three 
meals a day for poor children. The armed 
forces run some of these schools. A new con- 
stitution obliges schools to teach “Bolivarian 
principles”. “Pre-military” instruction is 
now compulsory for secondary students. 
Bolivar is Venezuela’s national hero, and 
his “principles” were in fact a loose bundle 
of radical republican notions and aristo- 
cratic, conservative paternalism. But Mr 
Chavez’s political movement has appropri- 
ated Bolivar’s name, on which it has hung its 
own leftist and populist nationalism. 
Textbooks apparently endorsed by the 
education ministry have begun to reflect the 





government’s new version of history. In ex- 
change for cheap oil, Cuba has offered to 
provide teacher-trainers and educational 
materials. The education ministry has ap- 
proved an essay competition on the theme 
of Che Guevara as an example to youth. 

But what has pushed teachers and 
school officials to take action is a threat to 
their own jobs. In October, the government 
issued Decree 1,011, which creates a new ech- 
elon of senior school-inspectors appointed 
directly by the education minister and 
armed with wide powers to recommend dis- 
missals. The teachers’ unions call them po- 
litical commissars—enforcers of the profes- 
sion’s ideological purity. They claim, too, 
that a proposal to involve local communi- 
ties, not just parents, in running schools is a 
scheme for political control. 

“At no point were we consulted on the 
National Educational Project,” says Jaime 
Manzo, of the teachers’ federation. 
Only now, he argues, have his mem- 
bers “put the jigsaw puzzle together” 
and realised what the government is 
up to. Private schools are alarmed, too. 
Last month, Mr Chavez said that he 
was “declaring war on the immorality 
that continues to take place in private 
education.” The government insists 
that it has no quarrel with the princi- 
ple of private schools. But Mr Chavez 
and his education minister, Hector 
Navarro, claim that some of them are 
simply businesses, with no educa- 
tional ethic. 





Rhetoric and reality 


Mr Chavez’s fierce rhetoric often 
turns into more reasonable reality: he 
has centralised power in his own 
hands, but his regime is neither re- 
pressive nor competent at enforcing 
its own laws. And in education Cuba 
is in some ways an excellent model: 
international tests show that its chil- 
dren are the best-schooled in Latin America, 
even if they are not encouraged to think for 
themselves on politics. But neither do the 
government's plans seem likely to improve 
education much. 

The teachers’ federation has asked the 
Supreme Court to rule on the constitutional- 
ity of Decree 1,011. Mr Manzo, however, says 
that he has no faith in the court, which he 
sees as a tool of the executive. The teachers 
are exhausting all legal recourses within 
Venezuela, so as to be able to appeal to inter- 
national organisations. “We don’t want to 
make the mistake they made in Cuba,” says 
Mr Manzo. “They didn’t react in time.” 
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Brazil 


Defence dilemmas 


SAO PAULO 


For the first time, civilian politicians are trying to think about what sort of 


armed forces Brazil needs 


HANGE sometimes comes slowly in 

Brazil. In 1995, a decade after the end of 
military dictatorship, President Fernando 
Henrique Cardoso proposed completing the 
transition todemocracy by kicking the army, 
navy and air-force chiefs out of his cabinet 
and replacing them with a unified, civilian- 
run, defence ministry. Most other Latin 
American countries had already done this; it 
was not until 1999 that Mr Cardoso achieved 
it. With civilian control has come an effort to 
think more clearly about defence policy. 

Geraldo Quintao, the defence minister, 
last year launched a defence review—an ex- 
ercise routine in rich democracies, but al- 
most unprecedented in Latin America. In 
Brazil’s case, it is overdue. Though elsewhere 
in the region democracy has brought a sharp 
cut in defence spending, in Brazil such 
spending has increased (see chart). 

In 1999, Brazil spent about $16 billion on 
defence—more than the rest of South Amer- 
ica combined. But with the exception of Si- 
vam, an ambitious and still uncompleted 
$1.4 billion project to monitor the Amazon 
basin using radars, early-warning aircraft 
and ground sensors, most spending has been 


country’s claims to be a regional leader. 

With the exception of a small force sent 
to help the Allies in the second world war, 
Brazil has not waged a conventional war for 
130 years. The review will probably recom- 
mend that it should stop planning for one. 
Instead, the armed forces should be ready to 
stop neighbours’ civil conflicts (such as the 
fight between government and guerrillas in 
Colombia) from crossing its frontiers. They 
should be able to undertake regional peace- 
keeping (Brazil brokered the settlement to a 
border dispute between Peru and Ecuador 
in 1998). They should contribute to United 
Nations missions, stand ready to combat 
cross-border drugs-trafficking, and assist 
with disaster relief. 

Mr Cardoso has already offered to give 
Brazil’s neighbours information gathered by 
Sivam (on drug-smugglers’ aircraft, for in- 
stance), and said they might get help from 
Brazil in a crisis. The spending on the air 
force, for new and re-equipped fighters, 
transport aircraft and helicopters, fits the 


















new strategy. But recent 
purchases of second-hand 
tanks from America and 
Belgium do not, and would 
have been unlikely to se- 
cure approval had the de- 
fence review been com- 
pleted sooner. Neither does 








Neighbours, beware 


on running costs, rather than replacing the 
forces’ clapped-out equipment. That is now 
starting to change, with a $3.4 billion, eight- 
year programme to re-equip the air force. 
The aim of the review is to try to align 
Brazil’s military capabilities with its foreign- 
policy objectives. For much of the 2oth cen- 
tury, Brazil’s armed forces spent their time as 
political arbiters, when they did not rule 
themselves, and planning for a war with Ar- 
gentina, which fortunately never happened. 
Now, Argentina is Brazil’s principal econ- 
omic and political partner in Mercosur. And 
as Brazil's economy and its democracy grow 
stronger, Mr Cardoso is quietly pressing his 
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the purchase last year of the 

Foch, an elderly French air- 
craft-carrier (for only $12m, it is true, but re- 
fitting will cost much more). 

The proposed new roles for the armed 
forces make sense. Already, the army has re- 
deployed to the north, away from the Argen- 
tine border. And Brazil now regularly con- 
sults its Mercosur partners on defence 
matters. But the review ought to raise some 
questions. Should the armed forces really 
start chasing drug-traffickers or would that 
encroach on the police’s responsibility, thus 
infringing the constitution? And at what 
point does regional peacekeeping become 
meddling in other nations’ affairs? 

On the other hand, if Brazil is serious 





about regional leadership, why has it not re- 
sponded to pleas for help by Colombia's 
government in its fight against guerrillas and 
drug-traffickers? Instead, Brazil has rejected 
Colombia’s request to make use of Brazilian 
airstrips, because that would be “taking 
sides” in a neighboutr’s politics. 

The answer, say Brazilian officials, is that 
the armed forces, more than the politicians, 
are uneasy about the United States’ aid to 
Colombia. The armed forces are especially 
sensitive towards what they see as American 
designs on the Amazon. Welcome though 
the defence review is, it may not achieve a 
perfect match between foreign-policy am- 
bition and military dispositions. 

a 





Colombia 


On the brink 


BOGOTA 


HE Colombian peace process may be 

troubled, but it is not yet dead. So sug- 
gested the manoeuvring this week between 
the government and Manuel Marulanda, the 
veteran leader of the rarc, the main guerrilla 
group. At issue is the future of a large “demili- 
tarised” zone in the country’s southern jun- 
gles from which President Andres Pastrana 
withdrew troops in 1998 to get talks going. 

Mr Pastrana must decide by January 31st 
whether to continue to tolerate the zone. . 
With the talks frozen since November, when 
the rarc walked out, he is under pressure 
not to do so. As kidnappings and attacks 
have continued, public support for the 
peace process has plunged. But the deadline 
has at least prompted a flurry of talks about 
talks. The FARc has offered to release up to 
100 of its 500 police and army captives, some 
of them in exchange for jailed guerrillas, oth- 
ers unilaterally. 

But this week Mr Marulanda rejected the 
government’s call on the rarc to restart ne- 
gotiations, and to stop its kidnappings and 
attacks on towns with gas-cylinder bombs. , 
And once again, he insisted that Mr Pastrana 
should do more to rein in the country’s right- 
wing paramilitary groups. 

The governmentclaims to be doing its bit 
against the paramilitaries. But as if to drive it 
and the rarc further apart, right-wing mili- 
tants have been on the rampage recently, 
killing some 170 civilians in 26 incidents this 
month. In Barrancabermeja, an oil town in 
central Colombia, the paramilitaries have 
been battling the ELN, the second guerrilla 
group. Their aim there is to prevent the cre- 
ation of a second demilitarised zone, this one 
designed help start talks with the ELN. 

The armed forces have never been en- 
thusiastic about the demilitarised zone; offi- 
cers say it has merely served as a haven toal- 
low the rebels to recruit, rearm and tighten 
their hold on the local coca trade. Strength- 
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The word for equity trading in the new 
global economy? Freedom. 


With that in mind, we've been helping to shape barrier- 
free financial markets. By investing in ECNs. By advising 
governments on stock exchange and market structure, and 
advocating more efficient electronic trading platforms that 
are simple, clear and fair. By being a founding partner in 
Jiway, the first borderless European stock exchange. 

All of which will allow investors to revel in new freedoms 
— greater liquidity, broader distribution, better pricing. 

You can deal with that. 
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GOOD MORNING 


Once again, today has arrived. And it brings with it the 
same meetings, the same problems, and, in many 
cases, the same solutions. Unfortunately, many of 
those same solutions aren't working. Because 
business has been transformed by the little letter e. 
And the technology that was once the domain 





of twentysomethings with a website and a warehouse 
in their garage is now an integral part of every business. Fortunately, 
however, the same principles that made for good management before 
still make good eBusiness sense. Of course, that’s a lot more difficult 
now that your business isn’t contained by four walls and needs to be 
accessible anywhere, anytime, for anyone. That’s why it’s more important 
than ever to have the very best software. Software that manages your 
business processes- integrating all parts of your company, including 
suppliers and partners, to make sure that they're working together 
seamlessly. Software that manages information - storing, accessing, and 
utilizing the vast wealth of knowledge that you continually gather about 
yourself and your customers. Software that manages your infrastructure — 
maintaining and securing your assets while letting you see the big 
picture to ensure that everything keeps running smoothly. There’s no 
doubt about it. Things have changed. But that just means there will be new 
solutions to the old problems. And we think that’s a change for the better. 
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| Tar-footed boobies in the Galapagos 





OR conservationists, the 

oil slick which this week 
spread out around the Ga- 
lapagos Islands is a long- 
feared nightmare. For Ecua- 
dor’s government, however, 
it is an unwelcome embar- 
rassment—and one more 
warning of the increasing 
difficulty of reconciling con- 
servation, tourism and the 
Pacific islands’ growing 
population. 

The disaster began on January 16th 
when the Jessica, a small and poorly- 
equipped Ecuadorean tanker loaded with 
240,000 gallons of diesel and bunker fuel, 
ran into a well-known reef near San Cris- 
tobal, the most easterly of the islands. 

Even so, the spill could have been pre- 
vented. The ship was not holed until Janu- 
ary 19th, and it took another two days for 
all the bunker fuel to leak into the sea. 
Technicians wrongly argued that the 
tanker could be refloated, delaying efforts 
to pump out the oil. Then Petroecuador, 
the state oil company, held matters up by 
trying to charge fishermen for oil they had 
unloaded from the stranded tanker. Local 








officials lacked equipment 
and training; a team from 
the United States’ coast- 
guard which specialises in 
unloading oil from wrecked 
tankers arrived only after 
much of it had leaked. 

Fortunately, the weather 
came to the rescue. Winds 
and heavy tides broke most 
of the 185,000 gallons of spilt 
oil into small patches, and 
pushed it away from San 
Cristobal. By January 24th, only 12 sea li- 
ons, six turtles and some 50 seabirds (peli- 
cans and blue-footed boobies) had been 
injured; four pelicans died. A “very pre- 
liminary” assessment suggests that the 
environmental impact of the spill may not 
be severe, according to Robert Bensted- 
Smith, the director of the Charles Darwin 
Research Station on the islands. 

But the ecology of the Galapagos, 
home to many unique species of reptiles, 
birds and fish, is both intricate and fragile. 
It will be years before environmentalists 
know the full impact of the spill. 

There are, though, some immediate 
lessons for the government. These include 





tightening safety regulations for ships en- 
tering the islands’ waters, which were de- 
clared a marine reserve in 1998. Some 80 
boats regularly ferry tourists round the Ga- 
lapagos, requiring two tanker-loads of fuel 
per month. The islands, too, are home to 
growing numbers of fishermen. In Novem- 
ber, after they staged violent demonstra- 
tions, the government backed down and 
increased lobster quotas. 

Ecuador has many problems, includ- 
ing political instability, a recent economic 
slump and repercussions from Colombia’s 
wars. Now it has the pollution in the Ga- 
lapagos. Rodolfo Rendon, the environ- 
ment minister, says that the government 
has “learnt a lot” from the Jessica disaster. 
Putting that into practice may be harder. 
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ened by American military aid, they claim to 
be ready to retake it. This week, in a well- 
publicised manoeuvre, they reinforced the 
troops stationed around the zone, bringing 
their number to over 3,000, and placed 7,000 
more on alert. 

In fact, the farc has controlled most of 
the zone for four decades. Provided it now 
makes some sort of gesture, Mr Pastrana is 
likely to extend the life of the zone for a while 
longer. He has staked his presidency on the 
peace process. And for the time being no- 
body, except perhaps the paramilitaries, 
seems to want to abandon the prospect of 
eventual peace in favour of all-out war. 

—_s 





Dodging 
downdrafts 


OTTAWA 


WEN the United States’ economy 
sneezes, so does Canada’s—but usu- 
ally about six months later. So nobody will 
watch Alan Greenspan’s efforts to avoid a 
“hard landing” more closely than David 
Dodge, who on January 31st begins a seven- 
year term as governor of the Bank of Canada, 
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the country’s independent central bank. 

Usually the bank’s governors are drawn 
from its own ranks. Mr Dodge, who is 57, 
marks a break with tradition: he has worked 
as an economics professor, and has in turn 
held the top civil-service job in the employ- 
ment-and-immigration, finance, and health 
departments. These jobs have brought him 
into close contact with Paul Martin, the fi- 
nance minister. In 1995, he persuaded Mr 
Martin to make sharp cuts in spending 
which, along with a goods-and-services tax 
that Mr Dodge had helped to bring in under 
the previous Tory government, turned a 
budget deficit of C$42 billion in 1993 ($33 bil- 
lion) into several years of fat surpluses. 

Though he owes his new job to the sup- 
port of Mr Martin and Jean Chrétien, the 
prime minister, Mr Dodge is likely to want to 
show his independence in monetary policy. 
When appointed last month, he stated his 
commitment to low inflation. Delivering this 
while trying to minimise the damage to Can- 
ada from any American recession will re- 
quire a delicate sense of timing. 

Canada’s economy has been roaring for 
the past few years, helped by the boom in 
the United States, which takes 86% of its ex- 
ports and provides much of its inward in- 
vestment. Canada’s Gpp grew by 5% in 2000, 
and the unemployment rate is at its lowest 
since the 1970s. But growth is forecast to fall 


this year to 2.5%. Already, sickness in De- 
troit’s car industry has brought lay-offs 
north of the border. High energy prices, and 
the weaker American economy, could push 
the Canadian dollar up relative to the green- 
back, hurting exporters and the tourist in- 
dustry, and strengthening the case for looser 
monetary policy. 

But on the other hand, inflation, though 
lower than in the United States, rose to 3.2% 
in December. Stripping out seasonally high 
energy and food prices, “core” inflation, at 
1.9%, was in the upper half of the band of 
1-3% set by Mr Dodge’s predecessors. And 
theeconomy has just hada fiscal stimulus. In 
October, on the eve of a federal election, Mr 
Martin announced big tax cuts, some of 
which came into effect this month. 

No wonder that the Bank of Canada did 
notimmediately match MrGreenspan’s sur- 
prise interest-rate cut of half a percentage 
point earlier this month. Instead, it waited 
until its regular meeting, on January 23rd, 
when it cautiously lowered Canada’s 
benchmark rate from 6% to 5.75%. If Mr 
Dodge does match any future interest-rate 
cuts down south, it is likely to be only after a 
prudent lag. Perhaps itis as well that the new 
governor is a man of quick reaction and pro- 
ven nerve: his hobbies include sea-kayaking 
and white-water rafting. 

m 
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Regional development 
A golden opportunity 
Dubbed the "golden triangle,“ 
Budapest, Vienna and Bratislava owes its commercial 
vibrance to the combination of its proximity to the three 
capitals, the Shengan status of Austria’s border and 
investment of multinational firms. In Hungary alone, Audi, 
Philips and BP Amoco have major investments in the 


the region between 


corridor, 

"Regional development, particularly cross-horder 
projects that integrate Central European economies, is key to 
sustainable development," declares John Kolozs, managing 
director of International Management Services UMS), which 
identifies, plans and arranges financing for regional 
development projects. And Mr Kolozs has put his money 
where his mouth is. 

In 1998, IMS snapped up a more than 160 hectare 
plot adjacent to the motorway connecting Budapest and 
Vienna. With. the area’s industry already booming, Mr Kolozs 
reckoned there would soon be a need for a commercial and 
leisure centre. A trained architect, he drew up plans for an 
integrated retail, recreational and exposition development. In 








Government of India intends to disinvest a 
33.58% shareholding in IBP Co. Limited, 
(a petroleum marketing company), to a 
strategic partner with transfer of management 
control and has appointed HSBC Securities 
and Capital Markets (India) Limited to be its 
Advisor to advise and manage the 
disinvestment process. Expressions of 
Interest are invited by 16:00 hrs. (IST), 


interested parties may visit the websites 
www.ibpoil.com or www.hsbe.co.in or 
www.hsbcib.com for details. 


























late 2000, IMS finalised an agreement with a major European 
hypermarket operator, which will be an anchor tenant, and is 
now in discussions with exposition operators. 

Mr Kolozs sees opportunity in Hungary’s less 
developed eastern half, citing the Miskolc, Záhony and 
Szeged areas, which border Slovakia, Ukraine and Serbia, 
respectively, as ripe for similar development. “We have 
already commissioned studies for projects in Miskole and 
Záhony," he says, noting their particular promise in light of 
EU accession, when Hungary will constitute part of the EU's 
eastern border, "We are making a small contribution to the 
country’s development, bur every little bit helps.* 


Debt collection 


Giving credit where credit is due 


The combination of expanding domestic demand, an 
increasing share of services in Hungary’s GDP and a growing 
percentage of credit-based purchases has altered the country s 
payment dynamics. Under central planning, the purchaser of, 
for example, a car paid in advance. Now merchants are falling 
over themselves to offer credit, an increasingly important tool 
in tapping Hungary's emerging consumer market. 
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"Selling on credit increases both potential profirs and 
non-payment risk," says Balázs Pados, managing director and 
owner of CREDITEXPRESS, an Hungarian collection firm, Mr 
Pados cites the lack of credit bureaux and public credit 
databases as well as uncertain regulation as increasing the 
challenge of managing risk and collecting payment. "But there 
are effective solutions to these problems,” he notes. 

Given the dearth of such credit assessment infrastructure, 








debt collection outsourcing has grown, particularly among, 
service providers. Telecom, utility and financial—such as leasing 
and insurance—firms now represent two-thirds of Hungarian 






collection firms’ commissions, up from half a few 

*Collection firms must consider the suce 
and client feedback," says Mr Pados, whose firm also offers 
factoring and credit check services. 

"Debtors almost always have money, it’s a question of 
payment terms," he says, claiming that 62% of the cases 
accepted by CREDITEXPRESS are successfully collected, 
with an additional 20% legally enforceable. Mr Pados 
believes that the sector will follow a similar development 





path in other Central European countries and his firm, with 
revenue of $500,000 in 2000 and 50 employees, is 
considering regional expansion. 
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“Kabila i IS dead, long live Kabila 


KINSHASA 


Joseph Kabila has inherited Congo’s presidency from his father Laurent, but 


not much power to go with it 


ONGO buried its assassinated presi- 

dent, Laurent Kabila, this week with full 
military pomp at a marble mausoleum in 
the capital, Kinshasa. The following day his 
son, Joseph, was to be inaugurated as presi- 
dent but the ceremony was at first delayed, 
apparently to allow parliament, handpicked 
by his father, to ratify the succession. 

In death, Mr Kabila inspired an upsurge 
of nationalism, something he had never 
managed to achieve in life. His funeral cere- 
mony, held in the vast Chinese-built Peo- 
ple’s Palace, was marked by outbursts of an- 
ger against Rwanda and Uganda. Those two 
countries invaded Congo in 1998 in support 
of rebel movements, and still control much 
of its territory. Gaetan Kakudji, Mr Kabila’s 
cousin and Congo’s interior minister, re- 
minded the crowd of that, bringing the cere- 
mony to a close with a blast of nationalist 
fury. The crowds pressing around the palace 
compound bayed their approval, vowing to 
avenge the president’s murder and punish 
the colonialists who plotted it. 

If that mood continues, so will the war. 
The new President Kabila may just be a stop- 
gap, quickly appointed to ensure continuity 


- and avoid a power struggle that might bene- 


fit the rebels. None of the regime’s faces have 
changed save the president’s and the old 
guard insists there will be no policy changes 
either. But in private some of the inner circle 
admit that their new leader is willing toopen 
talks with the rebels and the countries that 
support them. That would be a huge depar- 
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ture from his father’s stubborn attitude, 
which even his allies had seen as the main 
obstacle to peace. 

Louis Michel, the foreign minister of Bel- 
gium, Congo’s former colonial power, has 
embarked on a mission to harness these 
hopes. After attending the funeral, he set out 
for exploratory talks with every neighbour- 
ing power involved in the war. “What we 
have heard from the Rwandans, the rebels 
and the administration here suggests some 
faint signs for optimism,” his spokesman 
said. Businessmen in Kinshasa also showed 
signs of optimism: the Congolese franc re- 
gained a third of its value against the dollar 
the day after Mr Kabila’s death. The two 
Ugandan-backed rebel groups, the Move- 
ment for the Liberation of Congo and the 
Rally for Congolese Democracy, have just 
agreed to merge, slightly simplifying the pro- 
cess of negotiation. 

But the young Mr Kabila makes an im- 
probable peace-broker for such an intracta- 
ble conflict. He is an unknown, callow youth 
between 28 and 31 years old, promoted to the 
rank of major-general by his father after 
some military training in China. He speaks 
the official national language, French, poorly 
and the unofficial one, Lingala, not at all. He 
said nothing at his father’s funeral and has 
yet to address the nation. He has given only 
one recent interview, in English, to Zimbab- 
wean television. 

Mr Kabila may not even have the power 
to make peace. His father’s funeral clearly 
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showed who is now calling the shots in 
Congo. The soldiers closely guarding the 
president were not Congolese but Zimbab- 
weans and Angolans. The Congolese troops 
remained outside the building, without bul- 
lets in their guns, according to some reports. 
On the dais, Mr Kabila received the presi- 
dents who will, at least in the short term, be 
his masters: Sam Nujoma of Namibia, Robert 
Mugabe of Zimbabwe and, especially, 
Eduardo dos Santos of Angola. 

In the past, the Angolan president had 
expressed exasperation at the late Mr Ka- 
bila’s failure to implement the 1999 Lusaka 
peace accord that would have ended the 
civil war. Since the assassination, Angola has 
hugely increased the number of its troops in 
Congo to more than 4,000. Some of them 
now control critical places such as the air- 
port, while Congolese soldiers sit idle in their 
barracks. Angola’s influence is rivalled only 
by that of Zimbabwe, which has more 
troops in the country, including the body- 
guard that surrounds the new president at 
his home, the Marble Palace. 

So did the Angolans or Zimbabweans in- 
stigate their ally’s murder? There are some 
signs that the killing was planned, not sim- 
ply the act of a single crazed gunman as the 
official version has it. There was no panic in 
the government after the assassination, dip- 
lomatic sources say. Although Mr Kabila al- 
most certainly died within minutes or hours 
of his shooting, his body was flown to Ha- 
rare, ostensibly for treatment but probably 
merely to give the government time to reor- 
ganise and agree on a successor. Orders were 
issued in his name and the death was kept 
secret for 50 hours. As a result, Kinshasa re- 
mained calm and factions in the army that 
might have risen up were disarmed. But if Mr 
Kabila’s killing was planned—and it may 
well have arisen just from discontent among 
the palace guard—it is still not clear what it 
was meant to achieve. 
= 
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INTERNATIONAL 
Morocco 


Royal gulag 


RABAT 


OR years, Tazmamart death camp has 

haunted Ahmed Marzouki. Now— 
thanks to the publication of his memoirs and 
the press coverage they are generating—it is 
haunting Morocco’s rulers. 

Mr Marzouki was 23 when he and 57 
other rebellious army officers were interned 
at Tazmamart, a former barracks on the 
fringes of the Sahara. He was 41 when he was 
released. He spent the intervening 18 years 
locked in a tiny windowless cage: Cell 10, 
Block 1. The only light came from 15 pinpricks 
in the corrugated-iron roof. The same cracks 
supplied the only hint of fresh air, and, via a 
hanging thread, dewdrops to quench his 
thirst. Less than half the imprisoned officers 
came outalive. In the darkness, Mr Marzouki 
tallied the deaths of his comrades by the 
squeaking of the wheelbarrows brought in 
to cart off their bodies. Tazmamart was just 
one of a dozen secret detention centres 
where King Hassan II, who died in 1999, left 
hundreds of victims to rot. 

Mr Marzouki says he has written the 
book, “Cell 10”, to ensure that such horrors 
never recur in Morocco. But could they? King 
Mohammed VI, Hassan’s son and successor, 
has struggled to distance himself from the 
horrors of his father’s regime. Whereas Has- 
san at first denied the existence of Tazma- 
mart, and later claimed falsely that the camp 
had been destroyed, Mohammed has al- 
lowed a visit to the site, and awarded the vic- 
tims millions of dollars. 

Mohammed is challenging his father’s 
legacy in other areas too. In the past, ques- 
tioning the financial practices of the palace 
was a criminal offence. Now, for the first 
time, Morocco’s parliament is holding an 
unrestricted inquiry intoa state bank, Crédit 
Immobilier et Hotelier (cr), which mislaid 
hundreds of millions of dollars under the 
management of Hassan’s cronies. The com- 
mission has summoned prominent mem- 
bers of the dead king’s entourage to explain 
why loans were made to build shipyards in 
Marrakesh, 160km (100 miles) from the sea, 
and why public money was used to offset 
them. Parliament voted last week to make 
the report public. Day by day, it grows 
clearer that scandals such as Tazmamart and 
the cın were not aberrations, but part of the 
pattern of Hassan’s rule. 

The more Moroccans learn, the more 
they demand to know. Editorialists have 
called on the king to initiate trials of Tazma- 
mart’s warders and the c1u’s managers. But 
by washing too much dirty linen in public, 
Mohammed risks a backlash from the old 
guard of his father’s court. Already there are 
signs of dissent: on the United Nations’ hu- 
man-rights day, four hours after Moham- 
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med gave a televised address promising to 
improve Morocco’s record, his security 
forces banned all rallies to mark the occa- 
sion, and beat those who defied them. Activ- 
ists who revealed the names of generals with 
Moroccan blood on their hands met the 
same fate. “Just because a woman removes 
her veil, it doesn’t mean she has to perform a 
striptease,” a senior official gripes. 

In an attempt to rise above the fray, the 
king has devolved day-to-day decision- 
making to his government. Ministers from 
the elected parliament now wield real 
power, under a prime minister who, al- 
though appointed by the king, is a former 
leftist revolutionary and inmate of Hassan’s 
jails. The king, meanwhile, spends much of 
his time touring impoverished rural com- 
munities, ladling out soup and sympathy to 
peasants before a troupe of photographers. 
In other words, he is behaving as a real con- 
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They want to know more 


stitutional monarch should do. 

But the government appears unpre- 
pared for its growing autonomy. On delicate 
subjects ranging from privatisation to 
women’s right to divorce, the buck passes 
back and forth between the palace and the 
cabinet. “The only person who can impose 
change is the king,” says a former palace ad- 
viser. “The country is simply not ready for a 
constitutional monarch.” 

Into the vacuum advances the army. Un- 
der Mohammed, the generals have won 
control of both foreign and internal intelli- 
gence, blurring a separation that Hassan 
judged vital to stave off military coups. The 
generals sense republicans everywhere, and 
view Morocco’s democracy movement as 
the king’s natural enemy. Military police and 
even tanks have been sent to crush Islamist 
protests, round up demonstrators and haul 
them into court. Despite the king’s popular 
push for reform, the spectre of Tazmamart is 
not yet distant enough to be forgotten. 

m 








Egyptian politics 
All snarled up 


CAIRO 


HEN seatbelts were made mandatory 

in Egypt this month, Cairo’s ageing 
taxi fleet quickly adapted. Its many clapped- 
out cars now feature a bold array of sham re- 
straints to fool nosy policemen. “Who needs 
a real seatbelt when traffic barely moves 
anyway,” grumbles one cabbie, after asking 
a passenger to drape a suggestive length of 
old luggage strap over his shoulder. 

As with Cairo’s stalled traffic, so with 
politics. Change in Egyptis glacial, and takes 
place against a backdrop of public apathy 
that is equally famous. Recent parliamen- 
tary polls, for example, returned the party 
that has run the country since elections be- 
gan in the 1970s with yet another huge ma-_ - 
jority. But even the government admits, al- 
beit with deliberate vagueness, that much 
less than half the electorate bothered to vote. 

Yet just as Egypt’s clogged roads still 
manage to be among the most deadly in the 
world, the country’s surface political stagna- 
tion belies considerable turbulence. The 
election, which followed a seminal court rul- 
ing requiring judges to monitor polling 
booths, produced some surprises. Most of 
the candidates anointed by the govern- 
ment’s National Democratic Party (NDP) 
failed to win seats. To make up its 85% major- 
ity in the 454-seat assembly, the party was 
obliged to enlist some 218 “independents”, 
many of whom resent its failure to back 
them in the first place. The Npp’s dismal per- 
formance has now prompted a behind-the- 
scenes effort to clean up the party’s act. 

The fractious and feeble opposition also 
scored gains, doubling its representation. 
Despite being officially banned, the Muslim 
Brotherhood emerged as the largest single 
opposition party, with 17 seats. The showing 
made by the Brothers, Egypt’s oldest and 
most broadly-based Islamist group, was es- 
pecially impressive considering that hun- 
dreds of activists had been rounded up be- ` 
fore the voting and several of its candidates 
had suffered open harassment. 

Having tried intimidation, the govern- 
ment now seems to be toying with accom- 
modation. When an mp from the Brother- 
hood recently upbraided the minister of 
culture, Farouk Hosny, about some racy 
novels his ministry. had published, Mr 
Hosny leapt to oblige by summarily banning 
the books and sacking the official deemed 
responsible. In response, most of the editors 
employed by the ministry, among them 
some of Egypt’s most eminent writers, re- 
signed in protest. The fury of Egypt’s secular 
intellectuals was particularly sharp, since Mr 
Hosny had spoken upin defence of freedom 
of expression amid a similar fracas last year. 
He had even awarded one of the banned 
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INTERNATIONAL 


novelsa literary prize. 

The government is making other tactical 
concessions to religious conservatives. 
Egypt’s interior ministry says it plans to re- 
introduce a law requiring wives to get their 
husband’s approval before obtaining a pass- 
port. The overturning of this law last year 
was hailed as a breakthrough for women’s 
rights. In an unusual move, the public pros- 
ecutor has reopened charges against a minor 
author, who was given a suspended sen- 
tence last year for writing atheist tracts. In the 
southern province of Sohag, meanwhile, po- 
lice recently arrested of a group of Bahais, ac- 
cusing them of heresy. 

Such gimmicks are not new. Egypt’s gov- 
ernment often adopts Islamic postures to 
bolster its legitimacy. But just as Cairo’s 
sham seatbelts will not save lives, the gov- 
ernment may need more than gestures to 
convince an increasingly restless parliament 
and public that it knows where it is going. 
= 





Refugees 


Changed course 


E WAS an inauspicious beginning for 
Ruud Lubbers, the new United Nations 
high commissioner for refugees. No sooner 
had Kofi Annan, un’s the secretary-general, 
settled on him than the chorus began: what 
did this career politician (and Dutch prime 
minister of 12 years) know about refugees? 
Various UN countries, UNHCR staff and 
many of the 500 non-governmental orga- 
nisations (NGos) that do business with the 
agency complained that the selection proce- 
dure was murky and undemocratic. Even 
the Dutch government took togrumbling—it 
had wanted Jan Pronk, a feisty, leftish minis- 
ter, to get the job instead. 

Many suspect Mr Lubbers got the nod 
along with orders from donor countries to 
cut the UNHCR down to size. It has become 
the UN’s most prominent agency, with a 
conspicuous role amid the Balkans’ various 
conflicts and broad responsibility for the 
14m or so refugees around the world. Until 
now, it has also had a plump budget of $1 bil- 
lion a year. Sure enough, amid celebrations 
of its 50th anniversary in December, the 
UNHCR’s main donors threat- 
ened to slash its budget. On 
January 24th, Mr Lubbers con- 
ceded that his budget would 
indeed drop well below $1 bil- 
lion. In return for accepting 
lower contributions, he hopes 
to fix them at a regular level, 
ending the agency’s depen- 
dence on the fluctuating 
whims of donors. 

He also wants to strip 
away some of the UNHCR’s 
duties and turn it into more of 
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Her budget is falling 





DUBAI 


HE United Arab Emirates does not 

“ want its citizens to marry foreigners. A 
government-financed group, the UAE 
Marriage Fund, says that mixed mar- 
riages, especially if they involve a non- 
Muslim, threaten social stability. It says 
28% of the country’s 1m people are mar- 
ried to a foreigner—and that 79% of UAE 
men who divorce local wives go on to 
marry a foreign one. In future, foreign 
women aged under 40 will not receive a 
visa unless they travel with a male rela- 
tion, in accordance with Muslim tradition. 

Jamal Al Bah, who directs the Mar- 
riage Fund, argues that the government 
should enforce a rule to reduce or even 
forbid mixed marriages, as in neighbour- 
ing Oman. Such marriages, he claims, lead 
to drug abuse, high divorce rates and the 
loss of the country’s Arab and Muslim 
heritage. They have also caused an excess 
of local spinsters. Since spinsterhood 
starts at 30 in the Gulf, the fund recently 
introduced a 20,000 dirhams ($5,000) pre- 
mium for citizens who marry “older” UAE 
women—anyone over 30—in addition to 
the 70,000 dirhams the fund generally 
dishes out for wedding costs and dowry 
when citizens marry each other. 

About ten years ago, a survey showed 
that many men in the Emirates could not 
afford to get married. So the Marriage 
Fund was started in 1992 with a hefty 
$440m donation from President Zayed 
bin Sultan al-Nahayan. To save money, 
the fund organises mass weddings for 





Marriage and divorce, Emirates-style 














All on the president’s tab 


dozens of couples throughout the coun- 
try. It is also considering cash bonuses for 
men who marry widows and divorcees. 
The pattern of divorce reveals a 
contradiction at the heart of uae society. 
Statistics show that only 4% of divorced 
UAE women havea secondary-school cer- 
tificate, and only 1% are university gradu- 
ates. The UAE encourages education, and 
more and more women are enrolling for 
college and university. Yet custom encour- 
ages women to marry young, often to a 
cousin. At one and the same time, the 
Emirates wants girls to follow the tradi- 
tions of their parents and the country to 
have the benefit of educated women. The 
prospect of spinsterhood is not appeal- 
ing—but nor are the divorce courts. 








a co-ordinating agency. Much of the actual 
relief work—giving refugees food, shelter 
and other services—could be farmed out to 
NGOs instead. But even if more money flows 
directly to NGos, Mr Lubbers wants donors 
to make UNHCR oversight a condition of 
their grants. Other agencies, such as the 
World Food Programme, may also take on 
more responsibility for meeting refugees’ 
basic needs. So might the private sector or 
even “individual rich people”. Mr Lubbers 
thinks “many companies 
would be very proud” to 
sponsor aid for refugees. 

On the crucial question 
of whether the UNHCR will 
take on responsibility for the 
25m or so people displaced 
within their own borders 
(and so not considered refu- 
gees under international 
law), Mr Lubbers is equally 
keen to limit his agency’s du- 
ties. Such people, he says, are 
the responsibility of their 





own governments: “The UNHCR is taking 
care of people who don’t have a state to take 
care of them.” He would countenance help 
only if permission were granted by the host 
government, and if its effectiveness were not 
in doubt. That attititude is in stark contrast to 
that of his predecessor, Sadako Ogata, who 
wanted to help the internally displaced but 
said she did not have enough money. She 
had managed to expand the agency’s remit 
to help Bosnia’s internal refugees during the 
civil war of the 1990s. 

But the most controversial topic on Mr 
Lubbers’s agenda is the treatment of asylum- 
seekers in Europe. On this he promises a 
tough campaign to preserve asylum laws. “It 
is a real problem that Europeans try to lessen 
obligations to refugees. They must take seri- 
ously the responsibility of giving asylum.” 
But his largest donors—the Eu, America and 
individial European countries—resist that 
message. Mr Lubbers’s desire to shame them 
into action will be tempered by the knowl- 
edge that they give the bulk of his budget. 
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s Divorce after all these years? 
Not quite, but.. 


BERLIN AND PARIS 


For decades, the Franco-German alliance, though often strained, has driven 
the development of what is now the European Union. The relationship is now 


under more strain than ever 


AST month’s ill-tempered European Un- 
jon summit in Nice brought Franco-Ger- 
man relations to a new low. Now Chancellor 
Gerhard Schröder has called for a “redefini- 
tion” of the partnership that has driven the 
construction of Europe. A threat or an olive 
branch? The French, suspicious of German 
intentions in a wider Europe, are not sure. 
They hope to learn when Mr Schréder and 
President Jacques Chirac meet in Strasbourg 
on January 31st. Mr Chirac, who set the 
meeting up, has already had a shock. 

To the French, this was to be a public-re- 
lations exercise, an informal dinner to 
smooth things over after Nice. Mr Schröder 
intends something much weightier: a real 


_» discussion. Worse, he sees his redefinition in 


the context of his call last week for “bold” 
new steps in European integration. 

The rival ideas of the eu’s future have 
been shown up in two speeches. France’s 
foreign minister, Hubert Védrine, in Berlin 
last week, praised the pragmatism of Nice. 
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Unlike the Amsterdam treaty of 1997, which 
failed to resolve issues of institutional re- 
form, he argued, the Nice agreement re- 
distributes voting powers, restricts vetoes, 
reforms the European Commission and al- 
lows closer co-operation between countries 
that want to move faster than the rest. All to- 
day’s 15 Eu countries could accept it, new 
members too: in sum, no grand vision but 
“by definition, a compromise, but one that is 
democratic and positive”. 

A vision, however, is just what the Ger- 
mans want. While Mr Védrine was preach- 
ing pragmatism, Mr Schroder was calling for 
an EU constitution; a notion backed by the 
commission, a body whose president was 
treated almost with disdain at Nice—and 
which is now ostentatiously backed by Mr 
Schroder. Put his ideas together with those of 
Joschka Fischer, his foreign minister, and 
you have a vision of a federal Europe, with 
perhaps an elected president, a commission 
functioning as a supranational government, 


and a truly powerful parliament. Not so far 
off either: at Nice the Germans insisted on a 
new inter-governmental (ie, treaty-drafting) 
EU conference in 2004. 

This is a vision shared by few French 
politicians. Even Jacques Delors, a former 
president of the commission and a leading 
architect of the single market and the single 
currency, now talks of a “confederation of 
nation-states” for the foreseeable future. 


Reality intervenes 

The two countries’ alliance has often been 
strained, but never more so than now. And 
the root of the trouble is one that cannot be 
smoothed over: reality. Germany today isa 
unified giant, and most of the eu a single- 
currency zone. Under Francois Mitterrand, 


the French thought they could contain the 7 


new Germany by binding it into an inte- 
grated Europe. Under Mr Chirac, they fear 
being submerged by it, and—much like de 
Gaulle, resisting American hegemony—see 
national sovereignty as the best defence. 

It is not that the Germans want to flex 
overgrown muscles. On coming to power in 
1998, Mr Schröder said boldly, but reason- 
ably, that it was time for Germany to be seen 
as a “normal” country, entitled to defend its 
interests. Even that he later qualified. “We 
cannot emerge from the self-imposed disas- 
ters of our past so easily,” he admitted a year 
later. “Perhaps we should noteven try.” 

Yet he was shocked at Nice by the 
glimpse given by Mr Chirac of France’s 
doubts about Germany. Firmly rejecting 
German calls for a reform of the voting sys- 


tem in the Ev’s council of ministers that F 


would better reflect Germany’s larger popu- 
lation, the French president explained that, 
after two world wars, France wanted recon- 
ciliation, of course, but “only on the basis of 
absolute parity”. Mr Schröder was stung. 
This lack of trust, obstinately entrenched de- 
spite the total change of German attitudes 
that had taken place in the 55 years since the 
war, was not what he expected from the 
French leader. Mr Chirac had, after all, pro- 
claimed only a few months earlier that he, 
unlike some French leaders, had “always 
hoped for and awaited the moment when 
Germany would regain its unity”, and wel- 
comed the return of “a great power” to the 
“top table of nations”. 

Yet the moment Germany tried to pur- 
sue its interests, even with restraint, here 
were dark warnings from Paris against a new 
German hegemony. The Germans do not 
want a confrontation. But they feel itis time 
for France, especially its elite, to realise that 
the world has changed since the cold war 
ended. Like it or not, Germany is indeed a 
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EUROPE 


giant. It creates one-third of the entire euro- 
zone’s Gpp; and it will soon be the heart of an 
enlarged Eu. Quite simply, Germany is “first 
among equals”. 

Yet Germany still needs France. It has no 
desire to go it alone—and knows it would 
run straight into an anti-German coalition if 
it tried. So Mr Schröder will do his best to 
patch up differences. As he said last week, 
France “remains our crucial partner” in the 
EU’s march towards the future; a future in 
which, for Mr Schröder, the most important 
task is EU enlargement, to which he sees his 
federalist notions as an aid, not a contrast. 

The Franco-German drive is not what it 
was: the two countries last big joint initiative 
was on the euro, seven years ago. But the two 
have strong emotional ties. Michael Steiner, 
Mr Schréder’s diplomatic adviser, talks of 
“an indefinable mystique”, unlike that be- 
tween any two other Eu states. 

Yet the ties may no longer be so exclusive. 
Increasingly, each country will probably 
look for other partners on some issues. The 
special relationship will endure, but it may 
becomea little less special, notably until next 
year’s French presidential election is out of 
the way. France is a tricky partner at present, 
as its neo-Gaullist president and Socialist 
prime minister try to cohabit, even while 
they prepare to fight each other in that elec- 
tion. The Germans will not weep if Mr Chir- 
ac loses it: Lionel Jospin, to them, seems to 
have a pragmatic approach to Europe and 
would be easier to do business with. 

From the French side, the election is rea- 
son for caution. If the Germans want to pro- 
pose adventurous ideas, so be it. After all, in a 
recent poll 55% of the French sample de- 
clared themselves in favour of Mr Fischer's 
ideas. But the French elections next year (let 
alone the municipal ones this March) will be 
fought on domestic issues. Why worry the 
voters with new ideas—and ones that divide 
right and left alike—on Europe? 

So France will play for time. Next week’s 
summit will be an opportunity to pretend to 
the world that the Franco-German alliance 
is again working smoothly, with far more 
agreement—for example, on the “European 
social model”—than discord. The months 
that follow, up to the inter-governmental 
conference in 2004, will provide time for the 
real work behind the scenes: convincing 
Germany that its new generation of politi- 
cians should not be too “aggressive” and that 
European politics, especially in a larger Eu, 
will be the art of the possible, not the ideal. 

Most of all, the French will remind the 
Germans of an adage from the Kohl era, re- 
peated this month by the foreign-policy 
spokesman of the German opposition, Karl 
Lamers, in an interview with Le Figaro: the 
proper goal is not a German Europe but a 
European Germany. 

As the Germans know, and often say— 
but may not relish being told. 
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France 


Corruption comes to court 


PARIS 


LEGANT as ever, leaning 
nonchalantly on his 
walking-stick, Roland Du- 
mas looks absolutely re- 
laxed in the Paris court- 
room—quite a feat, given 
that at the age of 78 he faces 
disgrace, a heavy fine and 
up to five years in prison. 
Only a year ago, Mr Dumas 
was president of France’s 
Constitutional Council, the 
highest court in the land. In 
his time he has been vari- 
ously a hero of the Resis- 
tance, a lawyer to Picasso 
and Chagall, and for years 
the foreign minister of the 
late President Francois Mit- 
terrand. Now, in a trial that 
began on January 22nd, he stands accused of 
taking bribes and the misuse of public funds. 
In one sense, here is an entertaining 
courtroom drama. One of Mr Dumas’s six 
fellow defendants is his former mistress, 
Christine Deviers-Joncour, who wrote an 
autobiography called “The Whore of the Re- 
public”, describing her role as a lobbyist 
from 1989 to 1993 for the state oil company, 
Elf. The prosecution says her job was ar- 
ranged by Mr Dumas, who had already 
helped install another defendant, Loik Le 
Floch-Prigent, as Elf’s chief executive in 1989. 
The lucky Ms Deviers-Joncour—she admits 
to receiving FFr64m (over $9m) from Elf— 
enjoyed both a limitless expense account 
and a luxury apartment, and allegedly she 
gave the similarly lucky Mr Dumas gifts that 
ranged from the use of the apartment to a 
FFr11,000 pair of Italian shoes and a set of an- 
cient Greek sculptures. 

Yet the drama has its more troubling as- 
pects. Was a state-owned 
company really urging an 
employee to lobby her 
lover, a government minis- 
ter? And why? The fa- 
voured explanation, drawn 
not least from Ms Deviers- 
Joncour’s writings on the 
subject, is that Elf was act- 
ing on behalf of another 
state-owned company, 
Thomson-csr, which itself 
wanted Mr Dumas’s back- 
ing for the sale of six frigates 
to Taiwan. Mr Dumas, who 
had earlier opposed the sale 
on the ground that it would 
offend China, says it was 
Mitterrand in person who 
approved it, and the ex- 





Relaxed Dumas 





Defiant Deviers—Joncour 


minister’s lawyers this 
week sought permission to 
produce government doc- 
uments as proof. The court, 
however, refused, saying 
the frigate affair had no di- 
rect bearing on the case. The 
prosecution, doubtless 
fearing its efforts might be 
blunted by security consid- 
erations, has carefully 
avoided any reference to 
the ships. 

What the case amounts 
to is yet to be seen. Cer- 
tainly, Mr Dumas’s incom- 
ings far exceeded his minis- 
terial salary. But maybe he 
had paintings to sell, and in 
any event he declared all to 
the taxman. He got help this week from Ms 
Deviers-Joncour. In March 1999, having 
been spurned by Mr Dumas, she grassed on 
him to investigators. But this week she said 
she had “no proof” that her lover had ar- 
ranged her job at Elf, a job she described as 
“good for Elf and good for France”, not to 
add for herself. Another blow for the pros- 
ecution is the absence of one of the seven ac- 
cused: Alfred Sirven, alleged to have been 
the manager of an enormous Elf slush-fund, 
who has disappeared in the Philippines. 

But the investigating magistrates will at 
least do French public morality one service, 
in showing up the arrogant corruption of the 
Mitterrand era. The late president, most no- 
toriously, used Elf money to help finance the 
re-election in 1994 of Germany’s chancellor, 
his friend Helmut Kohl. But that was just the 
peak of a garbage-heap of the sale of influ- 
ence, kickbacks, front companies and bogus 
“commissions” built up under his regime 
(and cheerfully adapted, 
then and later, by its politi- 
cal enemies). 

Mitterrand’s eldest son, 
Jean-Christophe, is paying 
a bit of the price. When he 
was formally put under in- 
vestigation last month on 
suspicion of profiting from 
arms-trafficking in Angola 
and money-laundering, he 
was summarily thrown 
into prison for three weeks 
pending payment of FFr5m 
in bail. The Mitterrands 
reckon this all smacked of 
vengeance: Jean-Chris- 
tophe said the magistrate 
“sweated with hate” for 
him; his mother, the late 
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president's widow, described the huge bail 
as “ransom”. They had a point, but not much 
public sympathy. 

The underlying question is where it will 
all end. Magistrates are already investigating 
how political parties benefited in Paris in the 
1980s and early 1990s from kickbacks from 
public-works contractors. This was the per- 
iod when Jacques Chirac, now president, 
was mayor of the city. Still, he can relax, at 
least for the time being: the Constitutional 
Council, with Mr Dumas at its head, ruled in 
1999 that an incumbent president has im- 
munity not just from prosecution but from 
questioning. 

a 





The Netherlands 


The limits to 
tolerance 


THE HAGUE 


“I WANT to go to England, but smuggler 
cheated me,” says Mohammad, an Af- 
ghan doctor, as he rummages through some 
second-hand clothes. He says that he paid a 
people-smuggler $20,000 to bring him, his 
wife and three children to Britain, only to be 
dumped in a “reception centre” in a grim in- 
dustrial park on the outskirts of the Dutch 
capital, The Hague. The room they share has 
a sink, some battered metal lockers and a 
wobbly table. But at least it is safe. “Afghani- 
stan very dangerous. I am doctor trained in 
Russia. Taliban [the Islamic fundamentalist 
government] don’t like intelligentsia. I sold 
my house. We came through Pakistan. We 
stay here now.” 

Many asylum-seekers in the Nether- 
lands share a similar fate. Along with 600 
others who have ended up at Dutch airports 
or frontiers, Mohammad’s family has been 
in this centre for months. The Dutch recog- 
nise Afghanistan as unsafe, so sanctuary is 
guaranteed. But those from elsewhere must 
prove they have fled persecution. Nearly 
70,000 people, in 200 centres across the 
Netherlands, have applied for asylum. 

The Netherlands is a popular destina- 
tion. Some 38,000 foreigners, including 5,000 
from Kosovo, are known to have arrived in 
the country in 1999. And last year, though its 
15m people account for only 4% of the Eu’s 
population, it took in over 10% of the outsid- 
ers seeking asylum in the Union. 

Mohammad is probably better off there 
than in Britain. Whereas many asylum- 
seekers in Britain are locked up in detention 
centres, the Dutch let them out as long as 
they register every day. Though not officially 
allowed to work, they get free housing, and 
in general a weekly allowance of 80 guilders 
($30); their children are educated free. With 
labour in demand, some get black-market 
jobs as menial workers or on farms. Some are 
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taught Dutch and are given clothes, medi- 
cine and legal advice. The government 
spends an average of 28,000 guilders a year 
oneach asylum-seeker. 

A sad new trend is the growing number 
of children who arrive on their own, know- 
ing that under Dutch law they cannot be de- 
ported. Adults, in theory, can. But it now 
takes up to five years for an asylum applica- 
tion to be processed, so it seldom happens. 
Few people bring documents, which might 
speed up the process. 

Once given permission to stay in the 
Netherlands, many asylum-seekers then 
move on, legally. For instance, the 173 Sri Lan- 
kans who arrived from Turkmenistan, with- 
out papers, at Amsterdam’s Schiphol airport 
in1997.Once accepted, most then pushed on 
to Britain or Germany. 

Several European countries are becom- 
ing fed up with asylum-seekers. A law came 
into effect in Spain this week which could 
result in 30,000 illegal immigrants of one 
kind or another being deported. The Dutch 
have been among the most tolerant refugee- 
helpers in Europe, but in the Netherlands 
too the issue is becoming contentious. At the 
next election, due in 18 months’ time, it could, 
for the first time, be a subject of strong de- 
bate. “People know that nobody is de- 
ported,” says one politician, “but we must 
not be too welcoming or we create a market 
for human trafficking.” Last November the 
coalition government put through a law to 
speed up asylum procedure by removing 
certain rights of appeal. Free housing will 
also be less easy to obtain. 

Especially in the north, where there are 
many asylum centres, criticism from the 
right-wing Liberals is gaining them support. 
Crime is increasingly blamed on immi- 
grants. Last month police in Amsterdam 
nabbed 69 Turks and people from the Bal- 
kans suspected of drug dealing. Dutch toler- 
ance may start to wear thin. 

a 





Russia 


Insider inside 


Moscow 


S HEADACHES go, this seems a pretty 
bad one. Russia’s president, Vladimir 
Putin, owes a lot to Pavel Borodin, an expen- 
sively dressed man who under President Bo- 
ris Yeltsin used to run the Kremlin’s business 
empire. This week Mr Borodin was languish- 
ing ina prison cell in New York, having senta 
sharp request to the Kremlin to get him 
home quickly. 

Trying to do so publicly would be politi- 
cally risky for Mr Putin. Mr Borodin was a 
central figure in the unpopular Yeltsin “fam- 
ily”—a circle of well-padded insiders who 
ran the country during Mr Yeltsin’s frequent 
indispositions. Mr Borodin valued his busi- 
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Borodin doesn’t love New York 


ness empire, perhaps exaggeratedly, at sev- 
eral hundred billion dollars, and ran it in a 
highly personal style that most Russians 
deeply resented. Rallying to his defence 
would suggest that Mr Putin has yet to break 
his ties to the people who put him in power. 

Yet leaving Mr Borodin to face the Swiss 
request for his extradition that got him ar- 
rested is risky too. Switzerland wants him on 
money-laundering charges. Mr Borodin 
knows a great deal, probably more than any- 
body else, about the murky financial deal- 
ings of the Kremlin in the Yeltsin years, for 
most of which Mr Putin was working there 
asa junior, and then not-so-junior, official. If 
the tycoon decides to talk, his interrogators 
will need plenty of notebooks. 

So far, Mr Putin’s government has com- 
plained, but not very loudly. It has asked the 
Americans to let Mr Borodin out on bail, and 
the Swiss to drop the extradition warrant. A 
bail-out would merely postpone the pro- 
blem. The Swiss have said no. Prosecutors 
there are furious with Russian footdragging 
in corruption cases. They failed last year to 
secure the conviction of a prominent and 
controversial Russian businessman charged 
with racketeering. They are unwilling to let 
Mr Borodin slip through their fingers now. 

Swiss relations with Russia have already 
been strained by a row over a shipment of 
aid to Georgia—a load of old jeeps donated 
to the prison service—which the Russians 
confiscated, saying the jeeps might have 
ended up with rebels in Chechnya. Russia 
also suggested informally to Switzerland 
that handing over most of the vehicles to the 
Russian customs service would solve the 
problem. Switzerland indignantly declined, 
saying that the shipment was diplomatic 
cargo and none of Russia’s business. 

Until the latest row, Mr Putin had 
seemed to be edging away from his former 
backers. In recent weeks, prosecutors have 
questioned several Yeltsin trusties, including 
a former atomic-energy minister and a cen- 
tral-bank chairman. Although all deny 
wrongdoing, and no charges have been 
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MOSCOW 


| de take pride in a stoical attitude 
to the cold. But put a freak winter, rot- 
ten pipes and an incompetent government 
together, and even they start to get cross— 
notably in Siberia. Temperatures there 
have been particularly low in recent 
weeks: minus 71 degrees Celsius was re- 
corded in the coal-mining city of Keme- 
rovo. Heating systems, badly built in the 
Brezhnev era, and badly maintained since, 
have been giving up. Pipes have burst, 
power stations shut down. Some bits of the 
system, it turns out, were simply not de- 
signed to work in really low temperatures. 
And—in a country abundantly blessed 
with coal, oil and gas—there are growing 
shortages of fuel. 

Each day has brought a crop of dismal 
news: day-long power cuts, especially in 
the farthest-east districts; gruesome am- 
putations, sometimes without anaesthetic, 





Deep-frozen Siberia 


of frostbitten victims in Irkutsk; 20 deaths 
from cold in neighbouring Khabarovsk. 
The trans-Siberian railway, Russia’s main 
east-west link, was out of action last week- 
end after stretches of rail had fractured in 
the freeze. 

Despite the cold, there have been pub- 
lic protests, especially in the far-eastern 
Maritime region, which is notoriously ill- 
run. But there is little real political fall- 
out—or even reaction from the authorities. 
The new regional representatives sent by 
the Kremlin to pep up local administra- 
tions have done next to nothing. The cen- 
tral government has issued ringing denun- 
ciations of everybody else’s incompetence, 
but little more. 

Russian officials like to moan about the 
collapse predicted for 2003, when, suppos- 
edly, the accelerating decay of heating and 
power systems will really start to cause 
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pain. Many ordinary Russians, bitter and 
cynical about their own politicians, and 
about foreign banks’ and goverments’ in- 
explicable collusion with them, feel that it 
has begun already. 








brought, such questioning would have been 
unthinkable a year ago. Some wonder, there- 
fore, if the Kremlin may not have had a hand 
in the Borodin affair. Even if he gets home 
eventually, he will have had a nasty shock 
and looks set to be shifted from his current 
job (a sinecure running something called the 
Russian-Belarussian Union). 

Others suspect a plot by the West. Cer- 
tainly, the circumstances of Mr Borodin’s 
trip, to George Bush’s inauguration, are curi- 
ous. He clearly assumed (wrongly) that as a 
senior foreign official attending a grand 
event, he would be as untouchable in Amer- 
ica as in Russia. He travelled on an ordinary 
visa, after failing to wangle something more 
official. Maybe the immigration officials in 
New York were simply being vigilant. But 
maybe someone tipped them off that he was 
coming, or even encouraged him to go. His 
invitation came from an obscure Florida- 
based outfit called Stargate Global Strategies, 
which says it must have been sent by mis- 
take. A costly one, ifso, certainly for Mr Boro- 
din and maybe for Mr Putin too. 
= 





Hungary 


Scandalous 
confidence 


BUDAPEST 


CANDAL is swirling around the populist 
Smallholders’ Party, Viktor Orban’s main 
coalition partner. But Hungary’s right-wing 
prime minister looks calm. Maybe his own 
Fidesz party, with an economic boom to 
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help it, will do nicely in the general election, 
due in spring next year. 

The scandal first broke in October when 
Zoltan Szekely, then a Smallholders member 
of parliament, met a businessman called 
Daniel Balla, whose string of contracts to in- 
stall municipal sewers, the mp had been 
suggesting, might get a parliamentary inves- 
tigation. Instead, say prosecutors, Mr 
Szekely, sitting in Mr Balla’s car, got a wad of 
money, some $70,000-worth. And more: it 
wasasting. Mr Balla had taped the conversa- 
tion. As he stepped out of the car, 30-odd 
plain-clothes policemen swooped in. Mr 
Szekely is now in jail, awaiting trial on black- 


Hungary’s MPs: not all as upright as they look 
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mail and other charges. 

The affair set off a wave of allegations 
against the Smallholders. Where had Jozsef 
Torgyan, the agriculture minister and party 
leader, found the money to build a fancy 
house in a Budapest suburb? Had he obeyed 
the rules on the disclosure of mrs’ assets? Mr 
Torgyan hit back, successfully insisting that 
parliament should investigate changes in all 
MPS’ assets since 1990. But not all the allega- 
tions could be parried that way. The police 
started investigating a fund run by the envi- 
ronment ministry under a previous minis- 
ter, also a Smallholder. Tales began to circu- 
late that this ministry and the ministry of 
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defence had channelled money to the Small- 
holders’ party newspaper. 

The Smallholders still hold four cabinet 
posts. But, with Mr Torgyan now busy oust- 
ing from the party anyone who disagrees 
with his own, eccentric leadership, most 
people reckon the party is going under. That 
might not worry Mr Orban much: the ideo- 
logically nearest lifeboat for ex-Smallholder 
floating voters would bear the name Fidesz. 

Certainly, Fidesz has not helped its 
partner by agreeing this month to publish 
details of ministers’ foreign travel in 1999. 
Cynics had long made fun of Mr Torgyan’s 
frequent and lengthy visits to countries with 
few agricultural links to Hungary. It turns out 
that he spent nearly as many days abroad as 
the foreign minister. One trip was to Thai- 
land. There too went Bela Szabadi, a junior 
agriculture minister, also a Smallholder, four 
times, on first-class tickets, in six months. 
Hungary’s agricultural exports to Thailand 
totalled just $80,000 in 1999, down 29% on 
the year before. 

Conspiracy-theorists see other grounds 
for Mr Orban’s unconcern. He barely needs 
Smallholder support. Late last year parlia- 
ment passed a two-year budget which 
should hold good until after the next general 
election. Apart from legislation concerned 
with the European Union—on which nearly 
all parties agree—the government has little 
of importance to put through. 

What Mr Orban does need is support 
from the voters. That sounds odd. Spurred 
by austerity measures and privatisations in- 
troduced by the previous, Socialist-led gov- 
ernment after a crisis in 1995, GDP grew last 
year by about 5.5%; industrial output may 
have risen more than 20%. Unemployment, 
less than 7%, though much higher in the 
country’s poor east, is the lowest in Eastern 
Europe. Multinational companies are still 
coming in, albeit not as fast as a few years 
ago. With this to back it, the two-year budget 
promises bigger state pensions and better 
pay for public-sector workers. Spending on 
social services should rise. The minimum 
wage is already going up some 60%, if only to 
a sorry $140-odd a month. What more could 
voters want? 

Meanwhile, the opposition is in chaos. 
The ex-communist Socialists, whom Mr Or- 
ban’s party ousted from power three years 
ago, are at loggerheads. Their urbane leader, 
Laszlo Kovacs, does not strike some com- 
rades as the man to win an election. The lib- 
eral Free Democrats have not made much 
impact recently, though their recent choice 
of a new leader, Gabor Demszky, the popu- 
lar mayor of Budapest, may help. 

And yet the opinion polls say that, of the 
voters who have made up their minds, only 
33% at present intend to back Fidesz, against 
the Socialists’ 49%. Still, Mr Orban has much 
toaim for: 45% of all potential voters say they 
have not made up their minds. 
= 
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Italy 


Milan, who cares? 


MILAN 


VERY year the maverick mayor of Milan, 

Gabriele Albertini, summons the great 
and the good to join in a grand assembly, 
called the Estates General, to evaluate the 
city’s condition. Mr Albertini, an industri- 
alist with no previous political experience, 
was the right-wing Silvio Berlusconi’s choice 
for his party’s candidacy, and a good one. 
The Milanese like his pragmatism, his laid- 
back attitude and his sense of humour. Days 
ago, when the Northern League’s uncouth 
leader, Umberto Bossi, hinted that the 
mayor was gay, Mr Albertini asked him to 
sign a letter of apology, which turned out to 
be taken straight from the film “A Fish 
Called Wanda”. 

Humour and style are not enough, 
though. The mayor has done a good job. But 
a true verdict from last weekend’s Estates 
General could only read: doing better, but 
not well. Milan has recovered from the 
slump that followed the Tangentopoli 
(“Bribesville”) scandal of the early 1990s, 
which propelled the Northern League, and 
an inadequate mayor, into the town hall. 
Thanks to immigrants (8% of all residents, 
against Italy’s overall 2%), the city is no longer 
losing population, which is now steady at 
1.3m. A good police chief has cut murder, 
pickpocketing and car theft by a third. 

And, as most speakers reminded the au- 
dience, the city is still Italy's powerhouse. 
Old economy, new economy, fashion, pub- 
lishing, media, advertising: no Italian city can 
match Milan’s wealth and strength. Its ex- 
ports are about 14% of Italy’s total. It houses 
108 banks, half of them foreign, and six uni- 
versities, including Bocconi, whose MBA 
school is among the best in Europe. Wages 
are the third highest in Italy. 


EUROPE 





Yet not all is well. “The thread of the fu- 
ture”, the title of this year’s Estates General, is 
far from straight. Milan faces some serious 
difficulties. 

For one, traffic, desperate in the city and 
often choked on the roads around it. Busy 
Milanese, always in a hurry, have taken to 
turning on their hazard lights and just leav- 
ing the car in the second lane, which often 
means in the middle of the road. The traffic 
police do not seem to care (as they have be- 
gun to in Rome, to most Milanese the epit- 
ome of traffic anarchy). The air in conse- 
quence is heavily polluted. The authorities at 
times ban cars on Sundays, which Milanese 
think is fun: Italians are masters at turning a 
crisis into a celebration. Fearful traffic, crazy 
parking—on the pavement, often—and 
filthy air make life hard for everyone, but es- 
pecially the city’s 140,000 children and 
300,000 people over 65. They cannot even 
find refuge in parks; there aren’t many. 

The city has other woes. But one 
stretches across them all: many well-to-do 
Milanese have stopped worrying about such 
things and do not even try to change them. 
They feel little affection for the place. 

That was not so once: Milan’s grandees, 
incomers many of them, from all over Italy, 
used to be enamoured of their city. They 
spent money on it, chaired committees to 
improve it, financed the arts. Not now. To- 
day’s rich tend to live comfortably in the 
family house, do business all over Europe, 
leave on Friday for their weekends in Swit- 
zerland and come back only on Sunday 
night. Mayor Albertini must win them back. 
Milan once more needs their commitment. 
Their money is not enough. 
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Jose Luis Rodriguez Zapatero, Spain’s new Socialist | 


POPULAR satirical television programme in Spain shows the 

new leader of the Socialist Party (Psoe), Jose Luis Rodriguez 
Zapatero, dressed as a Superman puppet, but with the word “So- 
soman” (Dullman) emblazoned on his uniform. The jibe springs 
from his insistence that opposition to the centre-right government 
of Jose Maria Aznar should be as civilised as possible. This concil- 
iatory approach is markedly different from that of Felipe Gonzal- 
ez, the Socialist prime minister from 1982 to 1996, and it has frus- 
trated some of Mr Zapatero’s party. Nevertheless, six months after 
he took over, his cool, confident style has won through. 

It goes down well with voters put off by the personal antago- 
nisms that dominated politics for most of the 1990s and seemed at 
times to threaten the political system itself. Just a few weeks after 
the psoe elected him secretary-general last July, Spain’s most 
trusted opinion poll gave Mr Zapatero : 
a higher rating than Mr Aznar. He has 
consolidated that lead since, arguing 
that his task “is not to score brilliant 
points in opposition but to be effective 
as far as the voters are concerned.” Well 
he might. In the mid-1990s, confidence 
in the party was dented first by a string 
of corruption scandals and then by Mr 
Gonzalez’s resignation as secretary- 
general after he had lost the 1996 elec- 
tion. Two fresh leaders could not fill the 
void, and the Socialists suffered still 
worse in the election last March. Polls 
now say Mr Zapatero has more than 
halved the 15-point lead held by Mr 
Aznar’s People’s Party last June. 

He has also scored on the issue that 
most troubles Spaniards these days, 
Basque terrorism. He persuaded a re- 
luctant Mr Aznar into an agreement 
that the two parties would work to- 
gether against the violence of the ETA 
separatists, and not seek political capi- 
tal from it. He now proposes a similar 
accord on immigration, to him “a mat- 
ter of state, not of party politics”. 

Like Mr Aznar, Mr Zapatero is a 
Castilian from the harshest part of the 
plain, north of Madrid, a breeding 
ground for tough, taciturn men. He was born in Valladolid,on Au- 
gust 4th 1960, toa professional family from nearby Leon. His father 
was a lawyer; his mother came from a line of doctors. The family is 
important to him. When his mother became ill and died last au- 
tumn, he took ten days away to nurse and then mourn her. His 
wife Sonsoles, a singing teacher, and their two young daughters re- 
main firmly in the background. Mr Zapatero has resisted attempts 
ata makeover, although he has dropped gestures that were too ob- 
viously drawn from Mr Gonzalez’s rhetorical style. He buys his 
dull, grey suits, uneasy on his lanky frame, in Leon. 

It was the memory of his grandfather, a captain in the Republi- 
can army who was killed by Franco’s troops soon after the military 
uprising in 1936, that led the young Zapatero into politics. He at- 
tended his first political meeting at 16, just after the dictator's 
death, and was impressed by Mr Gonzalez’s powerful oratory. In 
1978 he joined the Psoe. Of an age to remember the dictatorship 
butnot to be obsessed by it, he has avoided the political complexes 
of many older Spaniards. After taking a degree in law, he taught at 





Leon university from 1982 to 1986, specialising in constitutional 
law. In 1986, he was elected to parliament and in 1988 became 
secretary-general of the Leon branch of the party. 

Yet few had heard of Mr Zapatero before last year’s leadership | 
election. He narrowly beat much older and better known men, 
and is still struggling to heal divisions. But he has escaped from Mr 
Gonzalez’s shadow, while remaining on good terms (“Better to | 
have Felipe inside pissing out, than outside pissing in,” a former 
Gonzalez minister advised him). His largely inexperienced team, 
however, faces resistance in many party branches. 

Mr Zapatero is also difficult to pin down on policy. That may 
be because an electionis three years away, and he sees little need to 
be specific. Some Socialist critics, however, say he is not a policy 
man buta pragmatist too ready to swing with the voters. Whatever 
the truth, some broad brush-strokes 
are in fact in place. He rules out any 
resurrection of the alliance with the 
Communist-dominated United Left 
that was cooked up, to little effect, for 
the last election. He argues that the 
European Union must be more 
closely linked to citizens’ needs, and | 
more accountable, with a stronger 
parliament. “We cannot build a social 
Europe”, he argues, “without more | 
politics and more democracy.” He in- 
sists, to the point of tedium, on the im- 
portance of technology, in which 
Spain lags behind other countries, 
and takes the Internet as a constant 
reference “to build an inter-con- 
nected European society.” But he is 
deliberately non-committal on the 
due degree of interconnection be- 
tween Spain's central government | 
and the governments of its 17 regions, 
the mootest point in Spanish politics. 

There is no vagueness in him, 
however, about market forces: the 
state, he insists, can create the condi- 
tions for growth, but no more. The job 
of government, he says, is to deregu- 
late and ensure fair competition inev- 
ery area, not just the economy. “We | 
have to take the state out of politics and give politics back to the | 
people.” No wonder that left-wingers in his party scathingly refer 
to him asa “social liberal”. 

Nor that Mr Aznar should feel the new Socialist leader is en- 
croaching on his own hard-won centre ground. The prime minis- | 
ter has said he will not serve a third term, but will think about the 
succession only a year or so before the election. That is giving Mr | 
Zapatero space and time. He has begun by concentratingonissues | 
that Mr Aznar tends to pooh-pooh, but which voters care about: | 
mad-cow disease, new—publicly, at least—in Spain; the saga of a 
British nuclear submarine awaiting repair in Gibraltar; the de- 
pleted-uranium scare in the Balkans. Yet Mr Zapatero will not find 
his way left open. Mr Aznar does not plan just to grow roses at the 
end of his term. What he does plan he isn’t saying, but meanwhile 
he is determined to guard his turf. As the two men led an anti-ETA | 
march in Barcelona last November, Mr Zapatero remarked to the 
prime minister that people at the sides were pushing him in to- 
wards the centre. “The centre”, growled Mr Aznar, “is mine.” 
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And all his own silly fault 


Peter Mandelson blamed the media for his downfall this week. He brought it 
upon himself, and may have driven a stake through the heart of New Labour 


Fs eid in a teapot, said Downing 
Street at the beginning of this week. By 
Wednesday, the storm had not only blown 
Peter Mandelson out of office but also 
knocked Tony Blairs government side- 
ways—and at the very moment when it had 
seemed tobe gliding confidently to victory in 
the general election expected this spring. 

Mr Mandelson’s formal job when he re- 
signed was as Northern Ireland secretary, a 
big enough responsibility in itself. Infor- 
mally, he was also one of the four most pow- 
erful people in the government. As Mr Blair’s 
courtier and consigliere, his influence was 
on a par with that of Gordon Brown, the 
chancellor of the exchequer, and of Alastair 
Campbell, the prime minister’s unelected 
but mighty press spokesman. With Mr 
Brown, Mr Mandelson had been earmarked 
to run Labour's re-election campaign, in the 
hope of repeating the Labour landslide he 
did much to engineer in 1997. Now he has 
ruled himself out of that job. His going 
throws the party, the government and all its 
plans for the election into disarray. 

What forced him out? The serious charge 
is that in 1998, as minister responsible for the 
Millennium Dome, he helped Srichand 
Hinduja, a rich Indian businessman (see box 
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on next page) who had promised £1m ($1.5m) 
for the Dome’s “faith zone”, to get his family 
the British citizenship it had previously been 
refused. Mr Mandelson denies this. All he 
did, he says, was to pass on to the relevant de- 
partment, the Home Office, an inquiry from 
Mr Hinduja about whether a second pass- 
port application might succeed in light of 
new regulations that had been introduced 
since his first one. But Mr Mandelson does 
admit that he failed to make it clear, when 
inquiries were first made by an mp and jour- 
nalists, that it was he personally, not a civil 
servant, who spoke by phone to a junior 
Home Office minister, Mike O’Brien, to relay 
Mr Hinduja’s question. 

Even by the squeaky-clean public stan- 
dards New Labour claims for itself, it would 
be peculiar for a senior minister to resign 
simply for giving an unclear answer to jour- 
nalists. What really seems to have done for 
him is that Mr Mandelson misled his closest 
friends in Downing Street, and that this was 
his second such transgression. The first—his 
failure to disclose a £373,000 home loan from 
a fellow minister—forced him to resign as 
secretary for trade and industry in Decem- 
ber 1998. By bringing him back a mere ten 
months later as Northern Ireland secretary, 





Mr Blair was placing a huge bet on his old 
friend. It has not paid off. 

Mr Blair, Mr Mandelson and Mr Camp- 
bell are the nearest thing Britain has to a rul- 
ing triumvirate (with Mr Brown running a 
sort of independent republic from the Trea- 
sury). This makes it all the stranger that al- 
though both Mr Blair and Mr Campbell 
talked to Mr Mandelson over the weekend, 
neither was able to wring the full story out of 
him. Asa result, a government renowned for 
its mastery of spin was forced to alter its offi- 
cial line from one day to the next. 

Over the weekend, Mr Mandelson had 
said that his involvement in Mr Hinduja’s 
quest for a passport had always been “lim- 
ited”, not least because he was “always very 
sensitive to the proprieties”, and had there- 
fore ensured that the matter was handled by 
an official, his private secretary. On Monday 
January 22nd, Mr Campbell was confident 
enough to repeat this line at his regular press 
briefing. Mr Mandelson, he insisted, had re- 
fused to support the Hindujas’ application, 
and had merely passed the matter to the 
Home Office. “Peter did not get involved— 
beyond being asked to get involved, which 
he did not.” Journalists, Mr Campbell 
added, tempting fate, “could dance around 
the issue as much as they liked”; the facts 
were as he had already set out. 

Except that they weren’t. On Tuesday 
morning, Mr Campbell was having to cor- 
rect himself. His new story was that a check 
with civil servants had jogged memories. Mr 
Mandelson had forgotten that it was in fact 
he who had spoken on Mr Hinduja’s behalf 
to Mr O’Brien. But this detail, explained the 
faithful Mr Campbell, did not change the 
“material fact” that Mr Mandelson had done 
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nothing improper. “All he had done was to 
ensure that the Home Office was aware of 
the inquiry which had been put to him by 
the Hindujas about their own status.” 

On Tuesday night, however, the story 
changed yet again. In television interviews, 
Mr Mandelson readily admitted that he had 
spoken directly to Mr O’Brien at the Home 
Office. But to Downing Street’s consterna- 
tion, he now contradicted Mr Campbell’s 
line that he had ever forgotten about doing 
so. With the splash in Wednesday morning’s 
Sun shouting that “Mandy told a porky”, an 
exasperated Mr Campbell was forced to ad- 
mit that “we've had problems establishing 
the facts”. Mr Mandelson was summoned to 
Downing Street, spent an hour with Mr Blair, 
and emerged to announce for the second 
and almost certainly last time that he was 
leaving the government. 

As fate would have it, Mr Mandelson re- 
signed a few hours before both he and Mr 
Blair were due in Parliament to answer rou- 
tine questions. William Hague, the Conser- 
vative leader, went for the jugular, mocking 
the prime minister for a “monumental lack 
of judgment” in having built up a “career- 
long dependency” on Mr Mandelson. These 
were well-aimed shafts (see Bagehot). A de- 
jected Mr Blair could only reply that his 
friend had made an historic contribution in 
Northern Ireland and would be judged “a 
bigger man than many of his critics”. 

Maybe. But the verdict of history was not 
the foremost of Mr Blairs concerns this 
week. His immediate jobs were to limit the 
potential damage in Northern Ireland, re- 
store the balance inside his cabinet, and as- 
sess the impact of Mr Mandelson’s departure 
on his election planning. 

The gap in Northern Ireland may be the 
easiest to fill. Mr Blair justified bringing Mr 
Mandelson back into the cabinet on the 
grounds that he alone could put the final 
touches to a peace that looked in danger of 
slipping through Mo Mowlam’s fingers. But 
though he has done a creditable job, he too 
eventually made enemies in the province. 
John Reid, the Scottish secretary, who has 
taken his place, will at least bring a fresh face 
along with his safe pair of hands. 

Mr Blair will feel the loss more keenly in 
domestic politics. Premierships can be 
wrecked by unexpected changes of cast. Sir 
Edward Heath never quite recovered from 
the sudden death of his chancellor, Ian 
McLeod, in 1970. In this case, Mr Blair still has 
a strong chancellor. But it was precisely as a 
counterweight to Mr Brown that Mr Man- 
delson was most valuable. He alone among 
the big beasts in government shared Mr 
Blair’s enthusiasm for the entire New Labour 
project of voting reform, alliance with the 
Liberal Democrats and early British entry 
into the euro. New Labour can win the next 
election without him. The question is what 
sort of government it will be thereafter. 

a 
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FR Diwali parties to donations to the 
Dome, the Hinduja brothers have been 
assiduous in courting the establishment. 
Their network of acquaintances ranges 
far and wide. Tony and Cherie Blair were 
glad to attend one of their soirées. So was 
Lady Thatcher when she was prime min- 
ister. Other “friends” whose names the 
family tend todrop in casual conversation 
include Bill Clinton and Michael Jackson. 
Generous charitable giving is a hallmark 
of the family. Beneficiaries include the 
Victoria and Albert Museum, the Prince’s 
Youth Trust and a large Hindu temple in 
North London. 

Behind this discreet courting of politi- 
cians and other powerful people lies a £6 
billion ($9 billion) international business 
trading empire with interests in commu- 
nications and media, automobiles, finan- 
cial services, oil and lubricants, and 
pharmaceuticals. Wealth such as this 
commands attention. The Hindujas’ 12- 
storey headquarters in Haymarket, with 
its commanding views of Parliament and 
Buckingham Palace, proved a magnet for 
influence-peddlers. 

Three of the Hinduja brothers, Sri- 
chand, Prakash and Gopichand, need as 
many powerful friends as they can get. 
They have been charged in an Indian 
court over allegations that they received 
bribesinanarmsdeal. The case dates back 
to 1986, when the Indian government 
signed a $1.3 billion contract with Bofors, a 
Swedish arms manufacturer, for the sup- 
ply of 155mm howitzers to the Indian 
army. The brothers are alleged to have re- 





The Hindujas and their passports 





Gopichand, Prakash and Srichand 


ceived kickbacks amounting to SKr80m 
($11m) from Bofors for securing the con- 
tract. The scandal brought down Rajiv 
Gandhi’s government. When the opposi- 
tion came to power, it ordered an investi- 
gation. 

The case has been looming for years. It 
may explain the brothers’ eagerness to se- 
cure British passports. Gopichand was the 
first to become a British citizen. Srichand 
was initially turned down by John Major's 
government. Then he made his donation 
to the Dome; and, a year later, he too was 
granted a British passport. 

Srichand insists that the two events 
are unrelated. “Peter Mandelson did not 
get me the passport or influence anyone.” 
That was certainly true in Prakash’s case: 
despite Mr Mandelson’s intervention on 
his behalf, he is still an Indian citizen. 








Vaccines 


Shots fired 


Reports that the measles, mumps and rubella vaccination is dangerous are \ 
reducing take-up and threatening a resurgence of diseases 


INCE their introduction more than two 

centuries ago, vaccines have worked 
wonders in controlling disease, but they 
have proved rather less successful at quel- 
ling controversy about their safety. The latest 
outbreak of public panic centres on fears 
that the shots given to toddlers to prevent 
three nasty childhood diseases—measles, 
mumps and rubella (mmr)—might cause 
bowel disease and autism. 

Three years ago, Andrew Wakefield and 
his colleagues at the Royal Free Hospital in 
London reported a dozen curious cases of 
normal children who suddenly developed 
behavioural problems and intestinal com- 
plaints. Dr Wakefield suggested that their 


symptoms might be linked to a vaccine, in- 
troduced in 1988, to protect children against 
MMR in a single shot, replacing the earlier 
practice of immunising just against measles. 
Dr Wakefield speculated that the combined 
vaccine might somehow disrupt the gut, al- 
lowing molecules which normally stay 
safely in the intestine to leak into the blood- 
stream and cause problems in the brain just 
days after immunisation. 

Dr Wakefield’s findings, and his hypoth- 
esis, have been hotly disputed ever since. 
Critics argue that his study was toosmall and 
too biased to make such a connection, and 
that the experience of millions of children 
immunised throughout the world without 
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serious complications support the vaccine’s 
safety. Undaunted, this week Dr Wakefield 
has fired another salvo against the vaccine, 
charging that the original safety trials leading 
toits adoption in Britain were too brief to de- 
tect these complications and that he now 
has almost 170 cases on his books to support 
their association with the mmr jabs. 

Dr Wakefield’s latest work has been as 
heavily criticised as his previous paper. 
Helen Bedford, a researcher at the Institute 
for Child Health in London, says that his re- 
view of earlier safety studies, just published 
in the journal Adverse Drug Reactions, is not 
only mistaken in some of its facts, but also 
highly selective, ignoring important recent 
findings. Much of this work has been done 
by a groupat the University of Helsinki; their 
most recent study, published last month, 
looking at 1.8m children who received the 
MMR vaccine between 1982 and 1996, de- 
tected only 95 serious reactions linked to the 
vaccine, with no cases of inflammatory 
bowel disease or autism reported. 

Compared with this and other large, 
long-term studies, Dr Wakefield’s evidence 
seems anecdotal and unconvincing to most 
public-health specialists. But his colleague, 
Scott Montgomery at the Karolinska Institute 
in Sweden, notes that the way the. Finnish 
study was designed would not allow re- 
searchers to pick up autism which, unlike an 
acute attack of fever, might appear in such a 
subtle and gradual way that parents would 
not think to report it as a vaccine side-effect. 
Whether Dr Wakefield’s claim in the popu- 
lar press of more than 150 new cases will per- 
suade sceptics remains to be seen, since only 
one part of his findings has been published 
in aserious, peer-reviewed scientific journal. 

In the meantime, Dr Wakefield has sug- 
gested that parents opt to have their children 
immunised against these diseases one at a 
time, rather than expose them to the com- 
bined vaccine. But as Dr Bedford points out, 
the more shots people must take, the less 
likely they are to take them, leaving them 





It’s for your own good, maybe 
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open to infection. Since 1998, British MMR 
vaccination rates have fallen from 92% to 
88%. This is below the level of coverage 
needed to keep the diseases at bay. Thirty 
years ago, there were anecdotal reports of a 
link between whooping-cough vaccination 
and infant brain damage. Although further 
investigation proved this to be an exception- 
ally rare complication, immunisation rates 
plunged in Britain and the disease exploded, 
killing 70, three-quarters the number who 
died in the last year before the vaccine was 
introduced. This time round, the government 
proposes to launch a £3m ($4.5m) advertising 
campaign to help jog the national memory 


BRITAIN 


about the misery of measles, mumps and ru- 
bella. 

But since the problems over Bse, people 
are less inclined to listen to reassuring noises 
from government on scientific matters and 
more inclined to hear the voices of doom. 
Two years ago, newspaper reports about the 
bad things that genetically modified foods 
did to rats sparked a public revolt against the 
technology which officials failed to put 
down. The science did not stand up to scru- 
tiny, but the damage was already done. The 
dangers of a growing revolt against vaccines 
are much greater. 

= = 
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Battle of Trafalgar Square 
NE man’s essential scientific experi- 
ment is another man’s violation of 

animal rights. One man’s ancient rural 
sport is another man’s bloody outrage. 
Andone man’s lovable symbol of London 
is another man’s “rat with wings”. 

The last man in question is Ken Liv- 
ingstone, the mayor of London. After a 
week in which the rights of foxes not to be 
hunted, and the rights of animals not to be 
experimented on, were vigorously ad- 
vanced in Parliament and outside 
pharmaceutical firms, Mr Livingstone has 
provoked yet another animal-rights bat- 
tle. Although he firmly opposes foxhunt- 
ing and lovingly tends a famous collection 
of newts, Mr Livingstone’s feeling for less 
privileged species than his own does not 
extend to the pigeons in Trafalgar Square. 

The mayor argues that the pigeons 
constitute a health risk, and that the 
square would be more fun without them. 
The statues would certainly be cleaner— 
though Mr Livingstone has provoked an- 
other row by arguing that some of those 
fusty old military figures (the statues, you Banks confers with supporters 
understand) ought to be culled as well. 
Now he wants to cut off the pigeons’ food ing. Pigeon-lovers flocked to a defiant 
supply. To thatend,hehasimposedaban “feed-in” in the square this week to show 
on the square’s only seller of pigeon food. their support. And the pigeon alliance 

Nodoubtthemayorhasapoint.Butto spans the Atlantic. On a visit to Washing- 
some, pigeons are as mucha partofTrafal- ton, pc, last week Mr Livingstone was 
gar Square as Nelson’s Column; and the pelted with water by an animal-rights ac- 
birds have a surprisingly wide network of __ tivist, who called him a pigeon-murderer. 
allies. Tony Banks, mp, a veteran animal- “At least it wasn’t pigeon poo,” said the 
rights campaigner, worries thatthe mayor mayor, dampened but unbowed. 
will drive the pigeons to starvation. He ar- Balancing the rights of pigeons, hu- 
gues that since people also make a mess, mans and statues could prove tricky. 
according to the mayor’s reasoning they Lengthy reports and consultations may be 
should also be removed.(Londoners must needed. At the moment, Mr Livingstone 
hope that the mayor is not persuaded by appears to be losing the battle. The courts 
this reckless line of argument.) There isa have temporarily revoked the pigeon- 
personal dimension to the battle: Mr Liv- food ban. But a solution could yet be 
ingstone and Mr Banks havebeenrivalsin found, combining the mayor's hostility to 
London’s Labour Party for decades. pigeons with his kindlier feelings towards 

Mr Banks, however, is not aloneinhis foxes. Let the foxes exercise their right to 
opposition to the mayor’s square-cleans- take refuge in Trafalgar Square. 
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The meaning of Mandelson (continued) 


j fa IS not surprising that Downing Street broke with tradition this 
week and chose not to publish the usual pompous letters that 
pass between prime ministers and disgraced cabinet members 
when the latter resign. As is well known, history repeats itself first 
as farce and next as tragedy. Or is it the other way round? Either 
way, it would have been farcical for Peter Mandelson to have writ- 
ten for a second time to his boss saying how privileged he was to 
have served New Labour, etc, etc; and for Tony Blair to have writ- 
ten back through crocodile tears repeating all the glutinous senti- 
ments about his own great sorrow, and holding out yet again the 
prospect of some future return to the New Labour fold. 

If nothing else, the journalists whom Mr Mandelson courted, 
spun, lorded it over and ultimately 
blamed for his downfall, would 
have had vicious fun making a story 
out of the second exchange of let- 
ters. They would have compared 
them, line by line, with the letters 
that were exchanged the first time 
Mr Mandelson resigned, in Decem- 
ber 1998, when it was revealed that 
he owed £373,000 ($618,000) to 
Geoffrey Robinson, a Treasury 
minister, but had failed to say so 
even when Mr Robinson’s busi- 
nesses were being investigated by 
Mr Mandelson’s Department of 
Trade and Industry. This time 
round, Mr Blair could have held out 
no prospect of future redemption to 
his twice-disgraced friend. The 
prime minister showed his fond- 
ness for Mr Mandelson once, by 
bringing him back as Northern Ire- 
land secretary indecently soon after 
the first delinquency. This second 
strike puts him out for good. 

Another pompous convention 
when cabinet ministers resign is for 
commentators and inwardly exult- 
ing rivals to declaim soberly, as in 
“Macbeth”, that nothing so became 
the fallen man in his political life as 
the leaving of it. But although Mr Mandelson was dignified enough 
on the day he resigned, he resigned without apology, hinting that 
the true blame lay with officials, or the media, and that he had 
done nothing improper. This may be true in the narrow sense that, 
when Srichand Hinduja inquired politely in 1998 about his 
chances, at the second time of asking, of getting a British passport, 
Mr Mandelson did not get on the blower to a junior minister in the 
Home Office and order him to grant Mr Hinduja’s wish simply be- 
cause this fine man had promised to donate piles of lolly for the 
Millennium Dome. On the other hand, Mr Mandelson did get on 
the blower to a junior minister at the Home Office to “pass on” Mr 
Hinduja’s inquiry—which you may think, since junior ministers 
are not complete idiots, amounts to the same thing. 

Mr Mandelson’s complaint as he resigned about the media’s 
“dogging” him over the past five years, and his plea to be allowed a 
“more normal life”, are no less preposterous. Enoch Powell once 
said that any politician whocomplained about the press was like a 
ship’s captain who complained about the sea. But in this respect 
Mr Mandelson has never been “any politician”. He built his whole 





career in the Labour Party upon the media-savvy reputation he 
acquired as its director of communications in the 1980s. He has 
revelled in his mastery of spin, the power he acquired by leaking 
or withholding information to or from individual journalists, and 
his awe-inspiring sobriquet as the “prince of darkness”. Although 
government ministers grumbled this week that Mr Mandelson 
had fallen because the media had called for his head, this is un- 
true. Most newspapermen expected him to survive and were 
stunned when he went. It was in fact Mr Blair, and the prime min- 
ister’s strangely powerful press spokesman, Alastair Campbell, 
who lopped off his head when they tired of trying to get a straight 
story out of him about Mr Hinduja. As for craving a “normal life”, 
pull the other one. Mr Mandelson 
had serious enough aims in politics, 
principally those of making Labour 
electable again after its suicidal tilt 
to the left after 1979, and moving 
Britain closer to the European Un- 
ion. Much of his work as a minister 
in the Cabinet Office and then in 
Northern Ireland was done well. But 
he also saw politics as an arena in 
which to make himself highly ab- 
normal. That is why he needed the 
flashy home he bought with Mr 
Robinson’s loan, why he cultivated 
celebrities, why he showed off and 
hogged the limelight—and why he 
alienated so many of the “more nor- 
mal” mrs in his own party. 

Many of those are delighted by 
his fall from grace, not only because 
they disliked him (though they did), 
butalso because they quietly agreed 
with William Hague, the Conserva- 
tive leader, who said this week that 
the prime minister had become 
over-dependent on his prince of 
darkness. Mr Blair’s confidence in 
Mr Mandelson especially infuriated 
Gordon Brown, the chancellor of 
the exchequer, who believes he 
might today have been prime min- 
ister if Mr Mandelson had not betrayed him by throwing his sup- 
port behind Mr Blair in the succession battle that followed the 
death of the party’s former leader, John Smith, in 1994. The tension 
between these three men created a vicious triangle at the centre of 
the party when it was in opposition, and the same geometry has 
persisted in government. In 1996 Mr Blair wrote to Mr Mandelson 
pleading for an end to the “Titanic but ultimately irrelevant per- 
sonality feud” between him and Mr Brown, whom he considered 
in their different ways “the most brilliant minds of their genera- 
tion”. The flattery solved nothing. Until this week, Mr Mandelson 
had been expected to mastermind Labour’s re-election campaign 
in partnership with Mr Brown. Minions in the war-room at the 
party’s London headquarters had been wondering aloud whether 
the two masterminds would talk civilly to each other. 

If Mr Mandelson really does possess one of the greatest minds 
of his generation, he will have now to prove it outside government. 
He was not inside for long enough to prove anything much—ex- 
cept perhaps the dangers that befall a prime minister who chooses 
to rule through a coterie instead of a cabinet. 
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~ CORPORATE FINANCE 


The party’s over 


Bat the extraordinary American economy, 
now in its tenth year of expansion, all else pales. 
Innovative technology has gushed from its research 
laboratories, boosting productivity and profits. So 
great has been America’s allure that the country has 
been able to finance a current-account deficit of 
well over $1 billion a day. Lesser countries would 
have needed a cheaper currency to pull this off. But 
the dollar has seemed to defy gravity. 

Until last year America’s stockmarkets too, 
which had been climbing for 18 years with only 
brief interruptions, seemed to rise above Newton’s 
immutable law. Then one by one the apples began 
to drop. Nasdaq, the repository of high-tech wonder 
stocks, breached 5,000 in March but dropped 
sharply thereafter. By the end of last year it had 
fallen by half from its peak. First came the Internet 
sector, where many shares plummeted by 90% or 
more. Telecoms and technology followed. 

Stil, share prices in general are still far higher 
than they were only a few years ago; it was, after all, 
only at the end of 1995 that the Dow Jones Industrial 
Average passed 5,000, less than half its level now. 
Oddly, however, although stockmarkets climbed 
after the crisis sparked by Russia’s default in 1998, 
corporate-bond markets never quite recovered. In 
recent months they have been hammered. First the 
junk-bond market collapsed, then investors backed 
away from many investment-grade borrowers too. 

The easy explanation for the corporate-bond 
markets’ woes is that as governments—notably in 
America and Britain—have been running fiscal sur- 
pluses and issuing fewer bonds, so the yields of their 
ever-scarcer risk-free bonds have fallen relative to 
corporate bonds (see chart 1, next page). But it is not 
as simple as that. Corporate bonds have, after all, 
also performed poorly compared with a less dis- 
torted benchmark: the London Interbank Offered 
Rate, known as Ligor, the interest rate at which the 
best banks lend to one another. 
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There is always a tension between the owners of 
a firm and its creditors. Owners want to earn the 
best returns; creditors want their loans repaid with 
something extra to compensate for the risk of de- 
fault. Until the 1980s, most companies put the inter- 
ests of bondholders first. Having a top-notch credit 
rating was an article of faith. Since then corporate 
America has been downgraded, both intentionally 
and unintentionally, to the detriment of bondhold- 
ers. Few companies now boast a top-notch credit 
rating. In recent years the exuberance of sharehold- 
ers has been matched only by the pessimism of 
their bond counterparts. 

After 1998 this dichotomy became glaring. 
Shares, especially the favoured few technology 
stars, shot ever upwards; but by the end of last year 
corporate-bond spreads were wider than they had 
been at the peak of the 1998 crisis. Bill Gross, the 
manager of pimco, far and away America’s largest 
bond fund, even advised investors to avoid cor- 
porate bonds at all costs. 


A borrower be 


The roots of all this go back a long way, and to unex- 
pected places. One important factor was an ad- 
vance in financial theory. In 1958, two financial 
economists, Franco Modigliani and the late Merton 
Miller, demonstrated that, given a few assumptions 
(eg, no difference in tax treatment), the value of a 
firm was just the same whether it financed itself 
with debt or equity; the only difference it made was 
to the division of a firm’s wealth among its different 
classes of investor. 

In the real world, however, dividends are taxed, 
whereas interest payments are not. That makes debt 
a lot cheaper than equity. So it was a mystery, ar- 
gued Messrs Modigliani and Miller in 1963, why 
firms did not finance themselves almost entirely 
with debt. Of course there are costs to debt financing 
(for example, the risks of bankruptcy), but the tax 
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theorists say 


savings far outweigh them. 

The second reason why companies preferred 
debt is because it had become easier to raise. Com- 
petition among suppliers of credit increased hugely. 
Banks used to be the kings of corporate finance; in 
recent years they have become the handmaidens. In 
the early 1970s, banks had three-quarters of the 
lending market in America; now they have less than 
half. Capital markets have ballooned: think, for ex- 
ample, of the development of the junk-bond and 
asset-backed market in the 1980s. Banks have also 
had to compete with other intermediaries, many of 
which have better ratings than the banks them- 
selves, and are thus able to raise money—and lend— 
more cheaply. So banks have started to lend to 
much riskier borrowers to maintain their earnings. 

Until recently, this increased competition 
meant that companies both big and small had un- 
paralleled access to credit. Over the past 20 years, 
mutual funds, banks and other lenders have been 
trying to discover how low down the credit spec- 
trum they can go, and how finely priced their lend- 
ing can be. “Corporations’ capital structures are in 
play as never before,” says Stephen Kealhofer, a 
partner at KMv, a credit-research firm. 

The parlous state of the bond markets over the 
past couple of years suggests that lenders have now 
come up against those limits. Part of the explanation 
is the destructive effect on creditworthiness of rap- 
idly changing technology, which makes bondhold- 
ers wonder whether some companies will be 
around to pay them back their money. The current 
troubles of telecoms firms provide a good example. 














But the bond markets’ woes also illustrate some- 
thing else: the increasing conflict between share- 
holders and bondholders. Just when lenders were 
throwing their money around, companies were ona 
borrowing binge, not least because they had realised 
that debt was cheaper than equity, and decided that 
they could live with lower credit ratings. 

So in recent years companies have been buying 
back their own shares in huge quantities. American 
firms, for example, have bought back a net $2.7 tril- 
lion-worth in the past five years. Many of these pur- 
chases are financed not with retained profits but 
with debt, thus increasing firms’ leverage and reduc- 
ing their creditworthiness. By last November, 
Moody’s, a big credit-rating firm, had downgraded 
36 companies during 2000 for buying back their 
shares—the same as the combined total for the pre- 
vious three years. 


Look lively 


Not all of the reasons why many companies are 
buying back their shares with borrowed money are 
wholly laudable. The flip side of the boom in high- 
tech shares was that investors shunned anything 
which smacked of the old economy. Companies 
therefore felt they had to make themselves look 
more attractive either by going on a takeover spree, 
or by leveraging their balance sheets: having fewer 
shares improves earnings per share. 

The urge to borrow has been exacerbated by the 
growing habit of handing out stock options as in- 
centives to senior employees. These are supposed to 
align the interests of a firm’s managers and its share- 
holders, but in reality they do no such thing. Holders 
of options—unlike shareholders—have every reason 
to bet the firm, because they share in any upside but 
not in most of any downside. If things go wrong, 
they simply refrain from exercising their options. 

Bond investors were the first to spot that all was 
not well. Banks have taken much longer; indeed, in 
the past two years, they have been filling the gap left 
by choosier bond investors. Only now that their 
bad loans have started to mount have they reined in 
their lending. Suddenly credit is no longer so cheap 
and plentiful; instead, America is seeing the first 
signs of a credit crunch. This does not bode well for 
the country’s stockmarkets, which have already 
come off their highs. 

This survey will concentrate on America, which 
has the biggest, most liquid and most sophisticated 
capital markets in the world, though there will be a 
few diversions elsewhere. But first, a quick look at 
the theory that has been partly responsible for the 
present fright. 





Debt is good for you 


VER since Franco Modigliani and Merton Miller 

published their famous papers on the relative 
merits of debt and equity financing, the central 
question in corporate finance has been about the 
optimal balance between the two. Remember that 
Messrs Modigliani and Miller argued that, given cer- 
tain assumptions, the proportions of debt and equ- 
ity capital were irrelevant to the value of a firm; the 


only difference they made was to the distribution of 
the spoils between creditors and shareholders. This 
was because the more debt a firm issued for a given 
level of equity, the riskier that firm became. Lever- 
age increases the expected return to shareholders, 
but it also increases their risks. In an efficient stock- 
market, the two should cancel each other out. 

But a later, modified version of the Modigliani- 
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Miller theory said something rather 
different. It allowed for the fact that 
the original assumptions, particularly 
on taxation, might not apply. In 
America, dividends are paid out of 
companies’ net-of-tax income, and 
are then taxed again in the hands of 
the recipients. Interest payments on 
debt, on the other hand, are tax- 
deductible. This means that a firm’s 
overall value should increase as it 
substitutes debt for equity, and sug- 
gests that many firms in the 1950s and 
1960s had too much equity and not 
enough debt. However, it is clear that 
over the past couple of decades they 
have been trying to rectify that. 

But not, perhaps, as vigorously as 
might be expected. As Mr Miller 
cheerfully conceded, his and his col- 
league’s proposition implied that 
firms should be financed almost en- 
tirely with debt. Yet many big compa- 
nies still think that their weighted av- 
erage cost of capital—the total mix of 
debt and equity—would be cheaper 
in the long term if they maintained a 
solid credit rating. 

Clearly, piling up more debt 
benefits shareholders only up to a 
point. That point, roughly speaking, 
is reached when bondholders are so 
worried about the company default- 
ing that the cost of its debt rises to un- 
sustainable levels. To go on borrow- 
ing beyond that point may even lead to 
bankruptcy—though note that bankruptcy in 
America is rather less onerous to shareholders than 
it is in many other big economies. Moreover, infla- 
tion, both in America and elsewhere, is much less of 
a problem than it was in the 1970s and early 1980s, so 
interest rates are lower and companies can afford to 
borrow more. Some commentators, notably Stern 
Stewart, a consultancy that does a lot of work in this 
area, maintain that many firms still have too little 
debt. Mature, profitable firms, with the least need to 
borrow, probably benefit most from doing so. Bond 
markets are a harsh task-master: that interest has to 
be paid. 


A matter of degree 


Two other theories try to explain why firms are still 
reluctant to incur debt, or at least do not borrow as 
much as implied by the Modigliani-Miller theory. 
The first, called the trade-off theory, says that the 
amount of debt a firm is willing to take on depends, 
among other things, on the business it is in. Profit- 
able companies with stable cashflows and safe, tan- 
gible assets can afford more debt; unprofitable, risky 
ones with intangible assets, rather less. So dot.com 
companies, to take a formerly fashionable sector, 
would be ill-advised to shoulder any debt at all. 
Firms in highly cyclical industries, such as car mak- 
ing, should probably be wary of taking on too much. 
By contrast, utilities, whose business tends to be 
more predictable, can afford much greater leverage. 

Managers prefer this kind of theory to the Modi- 
gliani-Miller one because it does not imply categori- 
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cally that they are doing the wrong 
thing. But does it give them much 
guidance on what, in fact, they 
should be doing? Some would argue 
that in a way it does; that firms “tar- 
get” a credit rating they are happy 
with—according to the business they 
are in—and stick to it. Rick Escherich, 
an analyst at J.P. Morgan, has looked 
at a sample of 50 companies taken 
from Fortune magazine’s list of 
“most admired companies”, and 
found that only four of them have 
been downgraded by more than one 
notch over the past ten years. Most 
of them have the same rating now as 
they did a decade ago. 

But Stephen Kealhofer of kmv 
says that, according to his firm’s re- 
search, firms do not target credit rat- 
ings, indeed quite the opposite: “We 
find that firms engage in anti-target- 
ing behaviour.” Generally, they are 
more interested in their business 
plans than in what the rating agen- 
cies say. If they get into trouble, they 
increase their liabilities to enable 
them to carry out these plans, as the 
telecoms firms have done. “Only 
when they get close to default do 
they reduce them,” he points out. 

Mr Kealhofer prefers a third ex- 
planation of firms’ behaviour, 
dubbed “the pecking-order theory”. 
The central plank of this theory, first 
propounded by Stewart Meyers in 1984, is that out- 
side investors in a firm know less about the health of 
a firm than its managers do. That can be a problem 
when the company wants to issue equity: investors 
may believe, rightly or wrongly, that the company is 
doing this because it thinks its shares are overpriced, 
and may respond by selling them. Issuing debt gen- 
erally has a much less dramatic effect, but external 
finance is still costly. That is why the vast majority of 
new capital raised by firms comes from retained 
profits. 

The pecking-order theory might help to explain 
why many big firms hold large cash reserves. If they 
find that these are insufficient, they often take an- 
other route: to delay paying their bills. In effect, 
when they need to borrow, the first place they look 
to is their trade creditors. Only when that route be- 
comes difficult do they turn to external lenders—ie, 
banks or the bond market—and only as a last resort 
to the equity markets. That helps to explain why 
companies with stable profits often borrow a lot less 
than unprofitable ones. 

Yet none of these theories gives much of a clue to 
whether, at any particular point, firms’ debts are too 
high or too low. To put it another way, they do not 
tell you what the market thinks of a firm’s default 
risk. For that, turn to another theory, which despite 
its less-than-snappy title has lately proved remark- 
ably powerful: contingent claims analysis. This was 
first developed by Robert Merton, an economist 
who in 1997 won a Nobel prize with Myron Scholes 
for his work on developing mathematical models to 
price options (a third collaborator, Fischer Black, 
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America’s 
corporate-bond 
market has reason 
to be depressed 





had already died). It uses option theory to analyse 


the differing claims that debtholders and sharehold= = 


ers have on a firm. The theory says that shareholders 
essentially own a call option on the firm (the right 
but not the obligation to buy). Shareholders get all 
the upside; their downside, thanks to limited liabil- 
ity, is restricted to the firm going bankrupt. The posi- 
tion of bondholders, by contrast, is that of someone 
having sold a put option (the right to sell) to share- 
holders, conferring on them the right to bankrupt 
the firm. The bondholders’ main upside is the fee 
they receive for that option, ie, the interest on the 
loans they make to the firm. 


Making money by default 

The theory is helpful in analysing the market’s view 
of a company’s creditworthiness: the more likely it 
thinks a firm is to default, the greater the fee—ie, the 
higher the interest—it will charge. xmv has built a 
business applying this theory to estimate the likeli- 
hood of a firm defaulting. Some investment banks 
are increasingly turning to it. Even Moody’s has de- 
veloped its own version. 

KmMv’s model has three main elements: how 
much a firm owes; how valuable the business is (us- 
ing the equity price as an indicator); and the vo- 
latility of that business (which can also be deduced 
from the equity price). Surprisingly, although the 
equity market did splendidly in 1999 and early last 
year, its median estimated default frequencies 
(EDFs, a measure of the likelihood of default) for the 
10,000 North American companies tracked by the 
consultancy carried on rising (see chart 2). In recent 
months, they have risen still further, and some firms 
have done worse than others. 

If that seems odd, consider a slightly more re- 
fined way of looking at the put option that debt 
holders have sold to shareholders. It is, in fact, a put 
option whose strike price is a long way below the 
current price of a firm’s equity. As a firm’s shares fall 
to a level where the equity price, and by extension 
the net assets of the firm, get close to a firm’s liabil- 
ities, the firm is in increasing danger of becoming in- 
solvent. That makes the put option worth a lot more, 









Bond blues 


OR most of the past two years, America’s cor- 

porate-bond market has looked positively capri- 
cious. Until recently, America’s equity markets were 
soaring, fuelled by an economy that could seem- 
ingly do no wrong. By contrast, the corporate-bond 
market never really recovered from the tumult of 
autumn 1998, when Russia defaulted and a hedge 
fund, Long-Term Capital Management, had to be 
bailed out by its bankers. In recent months, the mar- 
ket has gone through an especially bad patch. 

There seemed no rhyme or reason to this. The 
equity markets, which are supposed to represent a 
reasonable estimate of the future health of cor- 
porate profits and therefore of the economy, ap- 
peared to be predicting a cloudless horizon, yet the 
corporate-bond market seemed to be saying exactly 
the opposite: the spread of its yields over gov- 
ernment bonds suggested a recession, as well as a 





-so the yield on the company’s debts rises. 


The share prices of most firms, particularly 
those with an investment grade, are nowhere near 
this level. But this is where a key feature of option 
pricing comes in. Option markets do not guess the 
direction that an asset's price is heading in; instead, 
they look at its volatility. The more volatile an asset, 
the greater the chance that an option written on it 
will be exercised. Put another way, the more volatile 
a share, the less happy bond investors will be to 
lend to it. If the firm’s shares become so volatile that 
insolvency is at least possible, the yield demanded 
by debt holders will rise, perhaps dramatically. 

There is a further wrinkle. When the bond- 
holder sells the put option to a firm’s shareholders, 
the strike price—at which the option can be exer- 
cised—is not set in stone; it is variable. That is, the 
managers of the firm could reduce debt (which is 
helpful for bondholders because, in effect, it re- 
duces the strike price at which a company becomes 
insolvent); it could increase debt (the opposite); it 
could sell shares (good); or it could buy them back 
(bad). The point to note is that bondholders sell 
managers not only the right to bankrupt the firm, 
but also the right to alter the firm’s capital structure. 
Arcane as all this might sound, it helps in under- 
standing what has been happening in the cor- 
porate-bond market this past year or so. 
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looming credit crunch in some areas of the market. 
Many previously solid credits were treated by 
investors as little more than pariahs; less secure ones 
were unceremoniously dumped. The woes of the 
junk-bond market are relatively easy to explain. The 
market had grown hugely, mainly because borrow- 
ers were able to get startlingly cheap finance from 
lenders. But that harked back to 1997-98, before the 
Russian crisis, when investors seemed to have lost 
sight of the relationship between risk and reward. 
Since then the junk-bond market has been in 
steep decline. By last autumn only about 60 out of a 
total of 3,000 issuers were prepared to quote prices 
of a sort for their bonds, reckons Michael Lewitt of 
Harch Capital Management, a hedge fund. Some 
dealers took to quoting prices to investors as long as 
they did not want to deal in them, which did not in- 
spire much confidence in the accuracy of the quotes. 
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sounds into a beam and interpret the 
returning echoes, dolphins are masters of 


sound imaging. 


Through bringing value-enhancing ideas to 
our clients, our Investment Banking and 
Markets business delivers a world class corporate 
advisory service to the telecommunications 
sector. We have established a leading 
position through our international advisory 
and equities expertise and a relentless 


commitment to client service. 


During the last year, we have advised some 
of the world’s largest telecommunications 


companies on strategic acquisitions and 





capital raisings. 


International Digital Adviser to International Digital 
Communications Communications on the ¥69 billion sale 

of 80% of its equity to Cable & Wireless 
NTT DoCoMo Adviser to NTT DoCoMo on its 
acquisition of a 15% strategic stake in 
KPN Mobile 


Société Européenne des Adviser to Société Européenne des 
Satellites Satellites on the US$331 million 
acquisition of a 34% stake in AsiaSat 


Orange Adviser to Orange on the £20 billion 
acquisition by Mannesmann 


Telenor Adviser to Telenor on the restructuring of 
its interest in ESAT Telecom Group 
Global co-lead manager on its £2.2 billion 
initial public offering 


Thus 
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Some think that the value of junk portfolios is still 
overstated by anything up to 20%. 

The returns that investors could get from such 
bonds were measly. In the late 1980s, at the height of 
the most recent junk-bond boom, investors’ re- 
wards for taking risk were high coupons and war- 
rants that allowed them to buy the issuer’s equity. In 
the late 1990s, by contrast, they were given paltry 
coupons and no equity inducements at all. 

Moreover, the quality of those companies that 
had tapped the market was startlingly poor. The 
overwhelming majority of the issuers were in cycli- 
cal industries or in telecoms; half were rated B or 
less, Mr Lewitt points out. And some 80% of new is- 
sues were private placements for which the invest- 
ment bankers that brought the deal to the market 
were not able to do much due diligence. 

Of late, credit quality has been getting even 
worse. John Lonski of Moody’s points out that the 
ratio of upgrades to downgrades is the worst since 
1989—ie, just before the last recession. Moody’s now 
expects the default rate to exceed 9% in the next year 
or so, assuming there is no recession. Investors have 
woken up to these risks and want to be compen- 
sated for them. Yields may have to reach about 20% 
before investors start to nibble, says Mr Lewitt. Since 
junk bonds are, to all intents, equity, investors feel 
they should offer equity-like returns. 


No one is safe 


The bear market in junk has now spread to some in- 
vestment-grade credits too. Investors lament that 
they have had little or no warning from the rating 
agencies of a series of explosions that have rocked 
that market. So they are increasingly ignoring the 
agencies’ assessments: the dispersion of yields 
around individual ratings is wider than ever before 
(see chart 3). 

Xerox, a troubled copier maker, offers a good ex- 
ample of the woes of formerly solid credits. In Octo- 
ber, after six profit warnings, its bonds collapsed, 
but the rating agencies continued to think it worthy 
of an investment grade. In one day, the spread of its 
bonds over LIBOR rose from 250 basis points (hun- 
dredths of a percentage point) to almost 450 basis 
points. Only at the beginning of December did 
Moody’s bow to the inevitable and downgrade the 
firm to junk. 

With variations, many other companies have 
the same story to tell. Retailers (J.C. Penney and 
Home Depot), funeral parlours, toy makers (Mattel), 
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cinema chains, tyres (Goodyear) and, last but not 
least, telecoms firms (see box, next page): the list of 
once-healthy borrowers now shunned by bond in- 
vestors is lengthening. 

Discouraged by poor performance, and encour- 
aged by stellar returns from equity funds, retail in- 
vestors stampeded out of bond mutual funds. Jim 
Bianco, who runs an eponymous research firm, esti- 
mates that, in the 12 months to November last year, 
inflows into all mutual funds amounted to about 
$240 billion. That was roughly the same as in 1993, 
but with one vital difference: in that year bond 
funds received roughly half of the money, whereas 
last year inflows into equity funds amounted to 
some $340 billion and outflows from bond funds to 
$100 billion. 

The companies wanting to tap the bond market 
were not generally the same as those driving the 
equity market. Issuers with an investment grade are 
almost invariably the stars of yesteryear; it takes 
years of profits to be awarded such ratings. The 
companies that had been pushing up the stock- 
markets in recent years generally had little debt. But 
in the quest to make themselves more attractive, 
those who were shunned resorted to leveraging 
their balance sheets by buying back their equity. 

There are some aspects of corporate finance on 
which reasonable people can agree, but measure- 
ment of a company’s leverage—the amount of debt 
that it has in relation to its equity—does not seem to 
be one of them. But it is important. Other things be- 
ing equal, the higher a firm’s debt-to-equity ratio, 
the greater the chances of it defaulting. 

In theory, a glance at a company’s accounts 
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should give a fair idea of its equity and debt posi- 
tion. Measuring debt is the easier of the two: firms 
usually have to pay back money they have bor- 
rowed on a set date, so measuring such debt at book 
value is uncontroversial. Equity is more proble- 
matic, because it is not repayable. Sober sorts, such 
as the rating agencies, look at the book value of that 
equity and ignore the value that the market attaches 
to it. As Moody’s Mr Lonski explains, to do other- 
wise would give firms a big incentive to issue debt to 
buy back their shares. 

Furthermore, putting a market value on a com- 
pany’s equity puts leverage ratios at the mercy of the 
stockmarket. The leverage ratios for junk bonds put 
out in the 1980s by Drexel Burnham Lambert, an in- 
vestment bank, used market values, points out Jim 
Grant, editor of Grant’s Interest Rate Observer. Per- 
haps unwisely, Drexel called them Market Adjusted 
Debt ratios (try the acronym). Certainly the subse- 
quent sharp rise in defaults suggests that this was 
the wrong measure to use. 

And yet, say defenders of using market value, 
the best guess of the worth of a company’s equity is 
contained in the stockmarket; what it originally cost 
is irrelevant. Companies can, after all, tap the equity 
market at roughly the price that the company’s 


shares trade at. And historic-cost or book-value ac- 
counting can be used as a cover for all manner of fi- 
nancial shenanigans. 

The debate is of more than academic interest. In 
book terms, corporate leverage for America’s non- 
financial firms rose from 70% in 1997 to 83% in the 
second quarter of 2000 (and that last figure would 
have been a lot higher still at an annual rate). For the 
50 “admired” companies tracked by Mr Escherich at 
J.P. Morgan, leverage in book terms climbed, on av- 
erage, from 19% in 1982 to 28% in 1999; in market 
terms, it fell from 13% to 5% over the same period. 
Doubtless, the stockmarket carnage of the past few 
months has increased that figure. But the point still 
stands: by market value, leverage seems to have de- 
clined, at least for the firms tracked by Mr Escherich. 

This seems surprising. In recent years American 
companies have been the biggest buyers of their 
own shares. Chart 5 on the next page shows how net 
new equity has declined and debt has risen over the 
past five years or so. 

America’s M&A boom has not been paid for en- 
tirely with stock: American companies are also rais- 
ing debt to spend on other companies’ shares. Of 
late, they have been buying companies at the rate of 
$50 billion a month, compared with about $10 bil- 





UROPEAN telecoms shares have suf- 

fered something of a bloodbath. The 
reason is clear: such firms have spent 
huge amounts of money on so-called 3G 
(third-generation) licences from various 
European governments, which they felt 
they needed, among other things, to en- 
able them to offer Internet access from 
mobile phones. 

The sums they have spent on these 
licences may well turn out to be the larg- 
est investment in the shortest time by 
any sector in history. The final tally is 
yet to come, but they already know that 
whatever they spend on the licences, 
they will have to shell out almost the 
same again on building the infrastruc- 
ture. Pessimists feared that the whole 
thing might add up to around $300 bil- 
lion, but a few recent auctions have 
flopped, so the final total may 


A $250 billion gamble 


phones to surf the Internet; and even if 
they do, competition will be so fierce 
that nobody will make any money. 

To get their huge debts under con- 
trol, telecom companies will have to sell 
assets and partially privatise some of 
their more valuable operations. But they 
may not raise as much money as they 
had hoped, if only because the opera- 
tions they want to float have become a 
lot less valuable than they were. Tele- 
com shares have dropped by 50% since 
their high in March; the more exotic ex- 
amples, such as Internet-service provid- 
ers, by far more. 

So telecom firms have had to turn to 
bond investors and banks (which some- 
times amounts to the same thing); but 
those potential saviours have become 
more reluctant. Although the main rat- 


ing agencies still award big European te- 
lecom firms an investment-¢grade rating, 
some sophisticated investors think that 
they are now little better than junk. 
Banks are already up to their necks in te- 
lecom debt and do not want to take on 
more, if only because regulators are urg- 
ing them to reduce their exposures. So 
telecom companies are having to pay 
much more for their capital, and to offer 
extra inducements, such as guarantees 
that, if they are downgraded, they will 
increase the coupon on their bonds. 
But it is not just the European tele- 
coms companies that are in trouble. 
WorldCom, Sprint, and AT&T, America’s 
three large long-distance carriers, have 
all been downgraded too, and America 
started to auction its 3G licences only 
last December. Deregulation has led to a 
huge increase in competition: there are 
now over 500 long-distance carriers in 
America. Profits are falling fast. To make 
up this shortfall, they have tried to 





















































come to somewhat less than that— Burdened 4 get into other areas, such as mobile 
perhaps $250 billion. Net debt, €bn phones, and to get economies of 
Telecom firms’ debts have shot 0 70| scale through mergers. Financial 
up, and their leverage with it (see AT&T markets are worried that firms’ 
chart 4). Britain’s BT, for example, profits from their traditional busi- 
at the end of 1998 had debts of $1.5 | TaeSm nesses are falling more rapidly 
billion. Now those have risen to BO than they were, and that profits 
$30 billion, sending its debt-to- Telekom from new ones are rising more 
equity ratio soaring to 190%. As slowly. The markets are also both- 
with Bt, so with many other tele- ey ered by the huge debts that the 
com firms (although Vodafone te os | | companies have incurred. With 
and Telefonica are in rather better ek eae $62 billion of debt, it is small won- 
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lion a month in the early 1990s, says Steve Zamsky, a 
strategist at Morgan Stanley Dean Witter. 

Perhaps, argues Kmv’s Mr Kealhofer, the figures 
produced by Mr Escherich are incomplete. They do 
not include borrowing that comes from outside the 
market, such as delaying payment to trade creditors. 
This has a big effect on the leverage as measured by 
market value. But higher borrowing is only one rea- 
son for bond investors’ doubts. They also worry 
about how well the businesses are doing, and how 
volatile they are, both of which are reflected in the 
share price. Although overall stockmarket indices 
are higher than they were in 1998, the shares of 
about 70% of quoted companies have dropped, 
some of them sharply. Firms that saw their shares 
hammered, apart from Xerox, include Eastman Ko- 
dak, Goodyear, Procter & Gamble, and most of the 
retailing sector, as well as some of the more elderly 
high-tech firms, such as Dell, Intel, Apple, 13m, and 
just about the entire telecoms sector. 

And worse may be in store, for the volatility of 
some firms’ shares has soared, which implies, in ef- 
fect, that investors are more worried about their 
prospects. Again, the overall volatility of the stock- 
market does not show up the more extreme exam- 
ples. The implied volatility (the market’s best guess 
about future volatility) on Xerox climbed from 25% 
to 70%, and that of Corus, once known as British 
Steel, doubled, to 60%. Why? 


Technological fix 
One obvious answer is ever-faster technological 
change. It may well be that the recent changes in in- 
formation technology, for example, will ultimately 
prove less important than the invention of the tele- 
phone, the telegraph, trains, cars, or the spinning 
jenny; but they are undoubtedly happening more 
quickly. Computers are a lot more powerful than 
they were, and getting ever more so. The ubiquitous 
Palm Pilot has more computing power than a desk- 
top computer did ten years ago. Rapid technological 
change is reflected in the rate of depreciation in 
America, which has doubled over the past 30 years. 

That means companies will have to invest at a 
higher rate than in the past, says Paul Donovan, an 
economist at uss Warburg. If their technologies are 
new, and untested, most of them are probably un- 
profitable. They will therefore have to turn to the 
capital markets and take on debt (remember that 
most companies dislike issuing equity). “It is safe to 
assume that in aggregate the new economy will en- 
tail a permanently higher rate of borrowing from 
the corporate-bond market,” says Mr Donovan. 

But the most important effect of technological 


Shareholder value 


T IS painfully clear by now that at least one part of 

America’s stockmarket (and the same bit in Eu- 
rope, Japan and just about anywhere else) was 
rather generously valued until the first few months 
of last year. Shares in TmT (technology, media and 
telecoms), that paradigm-shifting, blockbuster sec- 
tor, have fallen spectacularly. Microsoft, Lucent, 
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change on corporate debt is that rapid creative de- 
struction is, almost by definition, destructive for 
debt holders. The faster technology changes, the less 
likely a company is to generate stable cashflows. 
When Xerox lost its way in the copier market, inves- 
tors fled. The Internet and e-tailers may have had a 
nugatory effect on most of the high street, but their 
effect on profits has been huge at the margin; wit- 
ness the problems at J.C. Penney and other retailers. 

Telecoms provide a splendid example with a 
subtle twist. First there were fixed-line telecom com- 
panies. Then came deregulation and the mobile 
phone, not to mention other ways of delivering tele- 
phone services, such as the Internet. All this has 
eaten into traditional telecom firms’ revenues. In 
Europe, they decided to bet on the Internet. Hence 
the huge sums that they have invested in 3G li- 
cences, in the knowledge that they will have to 
spend almost as much again on the infrastructure. 

But they probably had little choice. Such was the 
stockmarket’s fascination with the Internet that, had 
they not invested such large amounts in 3c licences, 
they would have been punished by a steep drop in 
their shares. And that, in the conditions prevailing 
until the middle of last year, would have meant be- 
ing taken over, 

Bond investors, with little upside from the risks 
taken by companies’ management, have taken 
fright at rapid technological change, increased lever- 
age and the risks posed by a surge in mergers and 
acquisitions. When all was going swimmingly, 
shareholders did not care. Now that America’s 
economy and corporate profitability are slowing, 
they have had second thoughts. Those fears have 
been compounded by the dawning realisation that 
many parts of the American stockmarket were ab- 
surdly overvalued. 





Dell, Intel, Toshiba, Nec, to name but a few: all have 
seen their share prices drop through the floor. Nas- 
daq, chock-a-block with technical wizardry, which 
had racked up gains of 85% in 1999, had a rather less 
joyous experience last year: it fell by 39% over the 
year, and by 51% from its high in March. 

Don’t even ask about Internet shares, which 
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have plunged. An index of Internet stocks compiled 
by Goldman Sachs has fallen by 75% since March of 
last year. Companies such as Pets.com, Boo.com and 
all too many others have had to close their virtual 
doors. Helpfully, there is another Internet company, 
outspokenly entitled fuckedcompany.com, that lists 
many of those that have gone out of business or are 
in severe difficulties. A lucky few have managed to 
raise new cash, but many of these have had to be- 
come less virtual in the process. Amazon discovered 
that it had to build more warehouses; Britain’s last- 
minute.com, a fancily packaged online travel 
agency with paltry revenues and a drooping share 
price, is to send out brochures. 

For all the recent hype about shareholder value, 
almost no value for shareholders has been created 
by pure Internet companies—except for the lucky 
few who managed to get out in time. More funda- 
mentally, for all the corporate-finance theorists’ ef- 
forts to find a rigorous method of pricing equity, 
such attempts seem to have failed, or there would 
have been no bubble. And now there are worries 
that the TmT bubble may have distorted the way in 
which older companies have organised their bal- 
ance sheets. 

Technological innovation has always encour- 
aged the formation of bubbles, a phenomenon that 
has been charted by Robert Shiller, an American 
economist, in a recent book, “Irrational Exuber- 
ance’(Princeton University Press, 2000). At the turn 
of the 2oth century the stockmarket was transfixed 
by new technology. “Guglielmo Marconi made the 
first transatlantic radio transmission in 1901, and 
there were predictions that we would soon be in ra- 
dio communication with the planet Mars,” writes 
Mr Shiller. The stockmarket rose to ever giddier 
heights. There was also lots of talk of mergers, he 
points out, which was good for share prices. Alas, in 
1907 the market crashed spectacularly, and was res- 
cued only by the intervention of J. Pierpont Morgan, 
the grand old man of American banking. 

In the 19208, Mr Shiller relates, electricity became 
widespread. By 1929, 20m American households 
were wired, almost half of these had vacuum clean- 
ers, and a third washing machines. John Moody, the 
founder of the rating agency that bears his name, 
wrote glowingly in 1928: “In fact, a new age is taking 
form throughout the entire civilised world; civilisa- 
tion is taking on new aspects. We are only now start- 
ing to realise, perhaps, that this modern, mechanis- 
tic civilisation in which we live is now in the process 


of perfecting itself.” 

Another century, another technology, but the 
basic message remains the same: fundamental in- 
novations rarely make shareholders rich in the long 
term. There is no reason to think that the Internet, 
and the firms that try to make a living from it, will 
do better for shareholders than the railways or the 
airlines did in their time. In fact, there is good reason 
to think that they may do worse, because the barri- 
ers to entry are so low. The only thing that might give 
an Internet firm an edge is the power of its brand. 
That is why so much attention has been focused on 
Amazon, which almost uniquely, though very ex- 
pensively, seems to be building one. 

Corporate-finance theory, you might have 
thought, would have had something to say about 
some of the absurd valuations in the Internet and 
high-tech sector. Investors seemed to be throwing 
cheap or free money at many such firms even 
though the chances of any profits in the foreseeable 
future were minimal. 

Since equity is riskier than, say, Treasury bonds 
(on which you get your money back when they ma- 
ture), the returns for shareholders—and thus the cost 
of equity for firms—normally need to be bigger. The 
greater the risk, the bigger the return needs to be. 
That would suggest that Internet companies should 
have found equity very expensive. 


What do you earn? 


One way of looking at this is through a company’s 
price-to-earnings ratio, or its reciprocal, the eamings 
yield. Shares with high p/es (or low earnings yields) 
are valued more highly because investors believe 
that they will deliver better returns. Those returns 
can come from income, capital gains, or both. Firms 
might choose to reinvest all of their profits in their 
business, which means that all of the returns to 
shareholders will be in the form of capital gains. But 
eventually, to be worth anything, the equity has to 
deliver money to shareholders, either through divi- 
dends or share repurchases. 

Yet the expectations built into America’s stock- 
market in general and the high-tech companies in 
particular were extravagantly optimistic, not least 
because some of the newest, brightest stars had no 
earnings, and therefore nothing to measure their 
performance by. No matter, said the boosters: in 
time there will be earnings, and lots of them. In the 
meantime, look at their price-to-revenue ratios. In 
fact, those looked pretty scary, too. But many people 
seemed convinced that anything with a dot.com 
after its name would do brilliantly. 

The Capital Asset Pricing Model (carm) offers a 
more rigorous approach to gauging the cost of equ- 
ity. It compares the overall extra riskiness of equities 
and the extra riskiness of individual shares with a 
riskless investment (such as Treasury bonds). The 
overall extra riskiness is captured by the so-called 
equity-risk premium. The extra risk for each 
individual security, called its beta, is compared with 
the market as a whole (in a portfolio, some risks net 
out: one share might go up at the same time as an- 
other goes down). On this view, shares that offer 
higher returns than the risks that investors are will- 
ing to take are cheap; those with lower returns are 
expensive. So the cost of equity is defined as the 
risk-free rate plus the share’s beta multiplied by the 


THE ECONOMIST JANUARY 27TH 2001 

















expected equity-risk premium. 

That sounds reasonable enough, but there are 
one or two problems with it. Many stockmarket 
boosters argue that the equity-risk premium has 
fallen because investors have realised that, over 
time, stocks are not as risky as they had thought. But 
as Mr Shiller points out, such arguments were al- 
ready being trumpeted back in the 1920s. And any- 
one who invested in, say, Japanese shares over the 
past decade is unlikely to be convinced. 

Then there is the problem about how volatility 
should be measured. Investors have to base their 
forecasts of a share’s future volatility on its perfor- 
mance in the past, but they are only guessing. As the 
experience of the past couple of years shows, com- 
panies with hitherto fairly stable share prices can 
become very volatile indeed. 

That leads to the third problem: is volatility the 
same as risk? Only up to a point. One difficulty is 
that as shares fall, their beta generally rises. If that 
happens, investors will not buy 
them even though they are cheaper, 
and thus presumably less risky. 

But the main trouble with carm 
is that it is a static, backward-look- 
ing theory. Investors generally want 
to buy into those areas that grow 
fastest, because they hope that the 
returns will be juicier. One risk for 
them is in not being invested in 
these stocks. Volatility does not 
really enter the equation: new firms 
are, by definition, too young for it to 
matter. “It’s like asking how big a baby will be when 
it grows up,” says Bob Gumerlock, a risk consultant. 
So it is no surprise that investors rushed into high- 
tech firms even though the volatility of their shares 
was many times that of their old-economy counter- 
parts. 


Into the unknown 
But they are still uncertain over how to square tradi- 
tional notions of value with extraordinary growth 
rates and unusual profits (or lack of them). Had they 
gone by the book, investors would not have 
touched high-growth, loss-making companies with 
a bargepole. Investors have to take a view on how 
fast a company will grow in the future, bearing in 
mind that even the headiest growth rate has to slow 
down eventually. But in the end it still comes down 
to a decision whether to buy or not to buy. If they 
decide to buy, investors may drive up the price of a 
share in short supply, thus providing the company 
with cheap or, in effect, free capital. 

Theories have their limits. Harch Capital Man- 


Called to account 


6CTICHERE is no rationale for not treating stock 

options as an expense. Except that if you did, 
it would have a greater impact than Greenspan re- 
signing, the election and another financial crisis 
rolled into one.” Thus a senior figure at a large in- 
vestment bank, many of whose high-tech clients 
pay their people mostly in options. Why such a big 
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agement’s Mr Lewitt puts it bluntly: “It’s just 
dressed-up rampant speculation. There’s no way to 
value these things.” 

But while everyone was merrily speculating on 
apparently high-flying growth companies, the more 
old-fashioned companies that actually produce 
profits found themselves shunned by the stock- 
market. Many of them dressed themselves up as 
growth stocks to get back into favour. They added 
the dot.com suffix to their names or gave themselves 
modish monikers. Ray Soifer, a banking consultant, 
tells the story of a company he bought shares in, 
California Microwave, a maker of telecoms equip- 
ment. The shares languished at a few dollars each 
until 1999, when the firm changed its name to Adap- 
tive Broadband. Its shares climbed to $100. But noth- 
ing else changed, and now the shares are back 
where they started. 

Others tried more substantial remedies; in par- 
ticular, they cast around for mergers and acqui- 
sitions. Naturally they put forward 
the best of reasons: cutting costs, 
building scale, acquiring technol- 
ogies. But they also knew that noth- 
ing sets the pulse racing like a big 
merger. A few worked; many others 
didn't. 

Another sure-fire tactic for old- 
fashioned companies to boost their 
appeal was to use borrowed money 
to buy back their own shares. On 
paper, that increased their earnings 
per share, though not, of course, 
their underlying profitability (return on capital). 

For all the talk about radical restructuring, flexi- 
ble labour markets, and the miraculous effects of 
new technology, the truth is that American compa- 
nies’ underlying profitability has not increased that 
much. Smithers & Co., an economic-research outfit 
that has been a perennial scourge of bulls every- 
where, has crunched the numbers and produced 
some striking results. Since 1991, the return on equity 
for American companies has risen by a spectacular 
108%, and is now some 30% above its long-term aver- 
age. Their return on capital (before depreciation, in- 
terest and tax), on the other hand, has risen by a 
much less spectacular 13%, and is now back to its 
long-run average of just under 9%. Much of the 
higher return on equity was due to greater leverage 
and, oddly {in the absence of corporate-tax cuts), 
lower taxes. 

It would be hard to argue that all this was done 
exclusively in the interests of shareholders. The 
same is true, with even greater force, of the way in 
which American companies’ managers are paid. 





impact? Because it would trigger a huge fall in cor- 
porate profits and individual wealth. 

Stock options are controversial in all sorts of 
ways, not just because of their accounting treat- 
ment. Start with the reason why they are granted to 
a firm’s employees in the first place. The idea is that 
they align the interests of managers with those of 
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their shareholders. Handing options to managers, 
the theory goes, means that they will want to see 
share prices rise, just as shareholders do. 

Given the vast sums that managers make from 
stock options, it is a little surprising to find that com- 
panies which grant options do not appear to per- 
form any better than those that do not. According to 
a study by Harvard Business School, “Results indi- 
cate that no aspect of a company’s pay-plan design 
predicts the company’s performance.” Instead, “The 
primary reason for linking executive pay to perfor- 
mance may be to provide ‘cover’ for huge payouts to 
senior management.” 

In fact, it is possible to argue that share options 
provide an incentive to managers that is diametri- 
cally opposed to the long-term interests of share- 
holders. The main reason is that stock options leave 
recipients free to buy or not to buy. If things go 
swimmingly, they will; if something goes wrong, 
they are free to pass, whereas shareholders may 
have to sell at a loss. Managers with options thus 
have every incentive to shoot for the moon— 
especially if the remuneration committee reprices 
the options when a company’s shares fall sharply, a 
practice that the Financial Accounting Standards 
Board (rass) is trying to clamp down on. Regardless 
of whether they provide the right sort of incentive, 
companies are dishing out options ever more will- 
ingly. Of 350 companies surveyed by William Mer- 
cer, a consultancy, 93% reward their directors with 
stock incentives; in 1992, only 63% did. 

Since stock options are used as a form of pay- 
ment, it is hard to see why they should not be 
treated as an expense. Warren Buffett, a revered in- 
vestor, famously asked: “If stock options aren’t a 
form of compensation, what are they? If compensa- 
tion isn’t an expense, what is it? And, if expenses 
shouldn’t go into the calculation of earings, where 
in the world do they go?” 

All the facts seem to suggest that stock options 
should be included in the profit-and-loss account 
(called the income statement in America). They are 
issued every year. The tax authorities treat them as 
tax-deductible expenses. According to the rules, li- 
abilities should be recorded in the year in which 
they are incurred. There is a robust way of pricing 
options, first developed in 1973 by two economists, 
Fischer Black and Myron Scholes. And a financial 
institution that sold options would invariably re- 








cord and hedge them at the time when they are 
written. Yet the rass ran into fierce opposition from 
Silicon Valley when it tried a few years ago to change 
the rules so that options would be treated as an ex- 
pense. Why the fuss? 


We can’t afford it 


The main argument advanced for not putting op- 
tions into the profit-and-loss account is perfectly 
simple: to do so would cost American companies 
too much. “A number of technology companies— 
most of the Silicon Valley companies—had com- 
pany-wide option plans. For them the expenses 
would have been huge,” says a member of the Fass. 
And Silicon Valley, it turned out, had more clout in 
Washington than the Fass. 

The effects of not recording options on the pro- 
fit-and-loss account are huge. Just look at Microsoft. 
From 1991 until June of last year, its outstanding 
shares increased from 4.2 billion to 5.3 billion. Over 
the same period it issued about 16 billion new 
shares under its share-option scheme and bought 
back 677m, which cost it $16.2 billion. That figure did 
not, at any time, appear as an expense in Microsoft’s 
profit-and-loss account. Even so, the company was 
able to claim tax relief to the tune of $12 billion on 
the options that were exercised. Over the past three 
years, Microsoft has paid only $2.8 billion in taxes. 

Smithers & Co., which has crunched the num- 
bers for America’s biggest companies, found that if 
options had been properly accounted for at the time 
when they were granted, the profits of large listed 
companies in 1998 would have been two-thirds 
lower. The recurring cost of options to American 
companies were they to be immunised would be 
about 20% of profits. As hardly any of them do im- 
munise their stock-option programmes (by buying 
equal and offsetting options), and were therefore ex- 
posed to rising share prices, their true profits, on a 
full-cost accounting measure, were only 37% of 
those published, according to Smithers. 

This is not fanciful stuff. A study by Nellie Liang 
and Steven Sharpe, two economists at the Federal 
Reserve, was quoted by the bank’s boss, Alan 
Greenspan, in a speech to central bankers. It esti- 
mates that stock options have added, on average, 
1.5% a year to the growth of corporate profits, and 
that they were worth 10.5% of stated profits in 1998, 
up from 4% of profits in 1994. Given the dramatic 
rise in the stockmarket in 1999, the figures were 
doubtless higher in that year. Moreover, the two 
economists point out, “Because the cost of em- 
ployee stock-option grants generally is not ac- 
counted for in companies’ income statements, their 
growing importance has also created distortions in 
earnings-based valuation measures such as price- 
earnings ratios.” 

However, the effect varies between industries. 
In 17, option costs amounted to about three times 
published net profits. According to Smithers, had 
Microsoft accounted for its options properly, in 1998 
it would have made not a profit of $4.5 billion, as its 
accounts showed, but a loss of $17.8 billion. 

So if options are a real expense, where does the 
money come from? The answer is: directly from the 
balance sheet, in one of two ways, both of which do 
tangible harm to shareholders. When employees ex- 
ercise their share options, the company concerned 
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can do one of two things. The first is to buy its own 
shares in the market. However, if it does, sharehold- 
ers lose out: the cost to the company of buying its 
shares in the market is higher, sometimes much 
higher, than the price at which they must sell them 
to employees. There is “a wealth transfer from 
shareholders to employees, which will be especially 
large following periods of unusual stockmarket 
gains,” write the two Federal Reserve economists. 

Second, if companies do not buy their shares 
back, there is only one alternative: to issue more 
shares. This “dilutes” the holdings of existing share- 
holders; they end up owning a smaller proportion of 
a bigger pie. Moreover, if the number of shares rises, 
then to achieve the same earnings per share, compa- 
nies must increase their profits more. 

So stock options have a real, and large, economic 
effect. If they did not, says Jim Chanos, of Kynikos 
Associates, a hedge fund, “Why do people fight so 
hard to get them, and why did companies fight so 
hard in Congress?” After a long battle, in 1995 the 
FASB at last managed to get companies to include the 
options granted in the footnotes to their accounts. 
But as one of its members says: “Footnotes are un- 
satisfactory. They should go into the income state- 
ment.” And the chances of that happening in the 
near future? “Zero,” he replies. 


Who said pyramid scheme? 


There is another popular accounting device that has 
flattered companies’ profits, again by apparently re- 
ducing costs: so-called “pooling of interest”, Unlike 
stock options, however, pooling is likely to be 
scrapped early this year. Not before time, for pool- 
ing, too, produces some odd distortions and allows 
companies to mislead shareholders about their 
profitability. 

There are two ways of accounting for the pur- 
chase of another company. The first is to use pur- 
chase accounting. If a company uses this method, it 
has to write off the goodwill—the difference be- 
tween the purchase price and the assets of the ac- 
quired firm-~over a period of years. 

If, on the other hand, it uses pooling, goodwill is 
left out of the accounts altogether. All the company 
does is to record the cost of the acquired firm’s as- 
sets. So if company a buys company s for $100m, 
and company s has only $5m in assets, only that 
$5m is recorded, even though $100m has actually 


A hazardous journey 


HE rule for American bankers used to be simple: 

don’t lend to anyone who needs the money. A 
few decades ago banks lent to rich people and to 
companies with an investment grade. Their profits 
were fairly stable, apart from the odd crisis, if only 
because their borrowing costs were fairly stable, too: 
deposit rates were fixed by regulation, and investors 
had precious few other places to put their money. So 
banks in those days carried much less risk than they 
do now for the same return. 

Deregulation and increasingly sophisticated fi- 
nancial markets have changed that. Equity commis- 
sions were deregulated in 1975, and deposit-account 
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been paid. The rest—$95m—does not appear on the 
balance sheet. 

The incentive is clear enough: the return on the 
money invested appears to be much higher, be- 
cause it is calculated on a much smaller base. But the 
effects can be bizarre. Take the above example. If 
company a then sells company s for $25m, under 
pooling, it would actually record a $20m profit 
rather than a $75m loss. 

Cisco, that bellwether growth company, is one 
that sceptical accountants love to get their teeth into. 
There is no doubt that the company is growing. 
What is more doubtful, given its stock-option pro- 
gramme and its questionable use of pooling, is 
whether that growth benefits its shareholders. 
Abraham Briloff, a professor of accounting at Ba- 
ruch College, New York, analysed the company for 
Barron's, a financial weekly. In the financial year 
that ended in July 2000, the firm bought 12 other 
companies at a cost of $16 billion, all of them paid 
for with its shares. Five of these purchases, worth 
some $1.2 billion (though showing up as a cost of 
$1m), were not thought important enough to have to 
restate its previous year’s profits. The other seven, 
for which Cisco paid a total of $14.8 billion, were re- 
corded as costing a mere $133m. 

Thus, thanks to pooling, did $16 billion-worth of 
acquisitions turn into $134m-worth of costs. More- 
over, argues Jim Grant of Grant’s Interest Rate Ob- 
server, if the dilution for previous years had been 
correctly calculated, earnings per share would not 
have shown a rise from 29 cents to 36 cents, but, 
thanks partly to its prolific shares issuance, would 
have started and finished at 31 cents. 

Silicon Valley, once again, has kicked up an al- 
mighty fuss about scrapping pooling, complaining 
that such a move would make it too costly to do 
deals. This time, however, the rass seems to be hold- 
ing firm, not least because it wants the costs of a 
takeover to be recorded accurately. “What is it really 
saying, that if I have to report the price I can’t afford 
to do the deal?”, asks one rasg member. 

The effects of scrapping pooling are likely to be 
twofold. For a start, because pooling, like stock op- 
tions, flatters reported profits, firms’ managers will 
have to work harder to increase their earnings per 
share. Second, America’s mergers-and-acquisitions 
boom will slow, perhaps dramatically. Shareholders 
should rejoice at both. 
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interest rates in the early 1980s. Individuals can now 
pop their money into a vast array of savings vehi- 
cles. Companies with decent marks from the ratings 
agencies and, increasingly, those without, can bor- 
row more cheaply from the capital markets, because 
banks have to set aside capital when they lend, be- 
cause they have to pay taxes, and because some bor- 
rowers have better ratings than they do. 

Having once shunned borrowers who appeared 
to carry the faintest whiff of risk, banks have re- 
cently had to branch out. Many of them have started 
to follow both their savers and their borrowers into 
the capital markets. They themselves now offer an 





In pursuit of 
profits, banks are 
taking ever greater 
risks 
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array of savings products. For the affluent, they pro- 
vide more value-added services, such as private 
banking. The bigger banks offer their corporate cli- 
ents capital-market services. In effect, they have 
substituted fee businesses for balance-sheet risk. 

Or at least they have tried to do so. In fact, fee 
business still accounts, on average, for only 40% of 
their profits; the rest comes from their lending busi- 
ness, which has become much riskier, for two rea- 
sons. For a start, banks have had to finance them- 
selves with money that is both more volatile and 
more sensitive to credit risk. Given that banks’ rat- 
ings have fallen steadily over the years, this means 
that their money has become more expensive. In 
1978, the earliest year for which figures are available, 
some 21% of assets were financed by money from 
big companies and investors; now some 36% of their 
assets are financed by wholesale money. Cheap, 
stable finance is dwindling rapidly. In 1996, core de- 
posits (savings accounts and so forth) financed 54% 
of banks’ assets; in the third quarter of last year, the 
figure was 45%. 

The banks are also taking more credit risk. In 
1978, loans accounted for 55% of their assets; now the 
figure is 65%. But this figure disguises the amount of 
extra credit risk they have been taking, since better- 
quality borrowers have, in general, turned their 
backs on banks. In an effort to keep up their profits, 
banks now have many more retail assets such as 
mortgages and credit cards on their balance sheets. 

Banks have also turned to less creditworthy cor- 
porate borrowers, and not just because better- 
quality borrowers have turned to the capital mar- 
kets: other sources of loans with better credit ratings 
have undercut the banks, because they are able to 
borrow, and therefore lend, more cheaply. Even as 
banks’ credit ratings have steadily fallen, companies 
such as Ge Capital, which has a AAA rating 
and does not have to hold expensive regu- 
latory capital, has much cheaper access to 
money, especially of the wholesale variety. 

In the early 1970s banks had 75% of the 
lending market; now they have under 50%. 
Banks now compete mainly on lending to 
those borrowers that have a sub-invest- 
ment-grade rating, or none at all. And 
compete they do, for their shareholders 
demand it. In the past four years, banks 
have made returns on equity of some 16.5% 
a year, a better performance than ever be- 
fore over such a long period. The question 
is whether they have been taking undue 
risk to generate these returns. 

Being honest about their exposures is 
not in banks’—or rather their managers’— 
interest. They are deeply reluctant to 
charge off loans or put aside reserves to 
cover doubtful loans, because if they did 
the prudent thing by their shareholders 
their share prices would probably drop precipi- 
tously. That, in turn, would make them more likely 
to be taken over. “Think of the strategic vulnerabil- 
ity where market cap is the currency to do acqui- 
sitions. If I hide my problems, then I'll do better than 
a bank behaving sensibly,” says David Gibbons, the 
head of credit risk at the Office of the Comptroller of 
the Currency, one of America’s main bank regula- 
tors. 





Banks can disguise their problems in myriad 
ways—which makes the 10.4% regulatory capital 
that American banks currently maintain against 
their risky lending (2.4 percentage points higher 
than the regulatory minimum) less comforting than 
it looks at first sight. First of all, there is the age-old 
banking device: giving the disabled a walking stick. 
Bond markets are ruthless in cutting out the incapa- 
ble; bank loans, in contrast, are far more negotiable. 
Only if borrowers get into real trouble do banks gen- 
erally admit that there is something wrong. 


Trick or treat? 


Then there is a host of financial trickery. Secur- 
itisation is one popular form. Banks take on loans of 
one sort or another and then sell them off, collecting 
fees for their trouble. This appears to move expo- 
sures off their balance sheets, but many regulators 
believe that the amount of risk which banks actu- 
ally shift is tiny at best. The reason is that they keep 
the really problematic stuff, essentially equity, on 
their balance sheets. In theory they should write this 
off one-for-one against capital; in practice few do. 
The Basle Committee, which sets international rules 
on bank capital, is changing them to make the banks 
come clean. 

There are also off-balance-sheet exposures: 
things like guarantees and derivatives. Charles Pea- 
body, a bank analyst at Mitchell Securities, draws 
attention to banks’ derivative portfolios, and equity 
derivatives in particular. One of the biggest risks in 
derivative contracts is the risk that a counterparty 
will not pay up. This happened in both the Russian 
and Asian crises. The amounts involved are large: 
about three times capital for those banks involved 
in the derivatives business. So far credit losses in the 
derivatives business have been very small, but then 
the counterparties have generally been of very high 
quality. Competition in the business means that 
margins will be reduced, and the creditworthiness 
of counterparties with them, leading to bigger losses. 

Banks’ urge to take on ever more risk reached its 
zenith in the mid- to late 1990s, and especially after 
the 1998 crisis, when the capital markets dried up 
and banks stepped in. In 1998-99, loans to commer- 
cial and industrial companies grew by 8%, and in re- 
cent months at an annual rate of 10%, much faster 
than cpp. Lending to riskier credits increased 
sharply. Lending to sub-prime retail borrowers— 
those with a bad credit history—rocketed. So did 
lending to property companies and those with less- 
than-robust marks from the rating agencies. 

More important, the money was cheap. In June 
1997, just before the Russian crisis, the difference in 
spreads over LIBOR of AA syndicated loans com- 
pared with ss ones (junk) was only some 45 basis 
points. Risk, it is clear, was not well rewarded. In re- 
cent months pricing has become rather more rigor- 
ous, but banks still have many loans at razor-thin 
spreads on their books. 

Despite banks’ natural inclination to keep mum, 
it is clear that things have not been going well of late. 
One indication has been a big pick-up in defaults of 
junk borrowers. Moody’s has recently increased its 
estimates, and now expects the default rate to in- 
crease to over 9% later this year. 

Bad loans for banks themselves have also been 
rising, albeit from a low base. According to regula- 
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tors, doubtful or bad loans in the syndicated-loan 
market alone climbed to $100 billion last year, a 70% 
increase on the year before, and only a little less than 
the $128 billion of dodgy syndicated loans on banks’ 
books at the peak of the last recession (see chart 7). 

That sounds a lot, but it still amounts to only 
about 5% of total syndicated lending. The trouble is 
that it is happening at a time when the economy has 
been fairly robust, if less so than before. Pessimists 
such as Mr Peabody argue that, if there were to be a 
recession, banks’ bad loans would typically climb to 
15% of the total—an eye-popping $300 billion. 

Syndicated loans are the most visible source of 
potentially dodgy lending (although they account 
for a fifth of the $3.7 trillion lending market). Last 
June, Wachovia was the first to come clean by an- 
nouncing some horrid bad-loan figures. Others 
have since followed. In November, Bank of Amer- 
ica, the country’s second-largest bank, said that it 
expected charge-offs for bad loans in the fourth 
quarter to double from the $435m it had reported in 
the third quarter. Come December, it was saying 
they might rise even faster—even if the economy 
did not go into a recession. 

Perhaps some of this is the banking equivalent 
of a spot of blood-letting. Of that $100 billion of bad 
or doubtful syndicated loans last year, more than a 
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third was leveraged lending (to sub-investment- 
grade borrowers). Possibly banks were getting rid of 
their worst loans, but it would be unwise to beton it. 
A senior British banking regulator says that in tele- 
coms, for example, in America a high proportion of 
lending is now to non-investment-grade compa- 
nies, though for the moment most of British banks’ 
lending is still to investment-grade borrowers. He 
worries, too, about the returns made by American 
banks, and about the nature of lending in America. 

Mr Gibbons, too, frets about such things. “I 
wouldn’t want to be a debt holder,” he says. “All of 
the upside goes to shareholders.” Many of the tele- 
coms companies that are spending so heavily on 
mobile capacity “have never made a dime. Over the 
course of ten years they're still unprofitable because 
they still have to reinvest in and upgrade their infra- 
structure. At some point they will have to turn a pro- 
fit, pay their debts and still have enough to invest. 
Otherwise somebody else will take their business 
away.” 

Once upon a time, banks lent to companies only 
as much as their assets were worth, but the value of 
many of their recent loans has greatly exceeded that 
limit. “To me, that’s an equity risk,” says Mr Gib- 
bons. “Why would I make equity-like loans?” The 
answer, apparently, is a heady combination of high 
share prices, pressure to make profits, and a belief in 
the “new economy”. 

Banks’ reserves are currently at their lowest 
since 1986, and in risk-adjusted terms at their lowest 
for 50 years, says Mike Mayo, a former bank analyst 
at Credit Suisse First Boston. In 1990, the occ called 
in Wall Street’s finest and told them they were being 
too optimistic about the state of America’s banks. It 
then forced the Bank of New England to set aside 
huge reserves before shutting it down. Many big 
banks were burdened with huge quantities of bad 
loans, and bank failures climbed steeply. This time, 
all the occ has done so far is to ask a few analysts to 
come in to talk about their inflated expectations. 
What might it do next? 
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Destructive creation 


T IS a banking truism that the worst loans are 
made at the best of times. This survey has argued 
that, in America at least, companies’ financing ar- 
rangements seem to assume that the good times will 
continue to roll. But all good things must come to an 
end. The American economy cannot continue to 
grow forever; indeed, it is starting to slow. Stock- 
markets still appear to think that Mr Greenspan will 
perform yet another miracle, and keep the economy 
growing at just the right pace to keep inflationary 
pressures at bay without bringing it to a halt. Per- 
| haps he will. But there is a risk, a big risk, that the ex- 
cesses of boom times will make a bust more likely. 
Although American companies are generally 
considered champions of shareholder value, there is 
ample evidence that they have not been acting in 
shareholders’ long-term interests. Instead, they have 
been looking after their own short-term ones by 
forcing up share prices. For big companies, this has 
been a simple matter of buying back their own equ- 
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ity with borrowed money. That, of course, is pre- 
cisely what corporate-finance theory has been tell- 
ing them to do. Moreover, financial economists are 
forever griping that companies squander share- 
holders’ money. So what could be better than to give 
it back? The strategy also has the virtue of making 
companies look more profitable. The biggest attrac- 
tion of share buy-backs, however, is that they are 
likely to increase the value of stock options, which 
make up most of the remuneration of big-company 
bosses nowadays. 

Stock options are fine for young companies to 
encourage workers to help the business grow, but 
for mature firms they are just a way of bilking share- 
holders, Whether they notice or not, they have to 
pay for the options, either out of shareholders’ funds 
or by having their ownership diluted. 

Similar scepticism is in order about mergers, 
which became ever more fashionable even though 
countless academic studies show that most of them 
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destroy shareholder value. But if they do not 
achieve their stated aims, mergers do produce a cou- 
ple of other desirable effects. First, the practice of 
pooling allows returns of the acquired company to 
be calculated from a small asset base, regardless of 
the actual cost of the purchase. And second, those 
precious options can be exercised prematurely. 

Bond investors, rather late in the day, have 
started to realise that they are getting an even worse 
deal. They are exposed to most of shareholders’ risks 
but get hardly any of the benefits. Rapid advances in 
technology make their position more perilous still. 
Creative destruction can be a wonderful thing for a 
few shareholders, but is bad for debt holders. Tech- 
nological change is one reason why investors treat 
even some investment-grade bonds as lowly junk. 
Creditworthiness used to be determined by collat- 
eral; now, increasingly, it is determined by human 
capital, which is far more volatile. 

There are two ways of looking at the reactions to 
all these events. On a charitable view, markets have 
been panicking needlessly, whereas credit-rating 
agencies, whose information is better than the mar- 
kets’, are being more sensible. On a less charitable 
view, though, the credit-rating agencies have been 
rather slow to adjust to changes in the real world. 
That, some reckon, is why Moody’s (though not 
Standard & Poor's) has become much quicker to 
downgrade companies’ debt. 


Crunch time 


The bottom line is that the markets have punished 
bond issuers far more than have the rating agencies. 
At long last, banks have started to do likewise. Many 
banks have had to ramp up lending to ever more 
risky credits so as to increase profits. Over the past 
couple of years, banks have gone where bond inves- 
tors have feared to tread. Their lending has been 
growing at a giddy pace. Now they are beginning to 
discover the limits of that strategy. Their bad debts 
are increasing and may get worse, perhaps much 
worse. Bank of America, Wachovia and Bank One 
have all had to admit to big increases in bad loans, 
even in a strong economy. Now that the economy is 
slowing down, bank lending is likely to decelerate 
dramatically. 

With both bond investors and banks keeping 
their hands in their pockets, companies’ cost of bor- 
rowing will rise, perhaps steeply. The reason why 
bond yields have already risen so far is that there is 
more demand for finance than there are willing 
suppliers of it. That disproportion is likely to grow. 
In other words, America’s present small credit 
crunch might develop into a big one. 

If lenders are starting to worry so much, why not 
shareholders? The debt of Amazon.com (a well- 
worn example but a good one), with a market cap- 
italisation of $6.3 billion, is rated only a touch above 
default. The company could come good; indeed, it is 
one of the few Internet firms that might. And there 
are sound reasons why shareholders would want to 
buy acompany with bags of growth potential when 
bondholders do not: they get the upside, not the 
downside. 

But the main reason why shareholders have 
been slow to realise that there could be trouble 
ahead is because nobody really knows how to value 
shares—except by the obvious means of seeing 








what people are willing to pay. Analysts do not have 
a clue either, although they pretend they do. And 
companies are equally ignorant about their cost of 
equity. If anybody had any idea of the “true” worth 
of equities, stockmarket bubbles would never arise. 
Yet another has just burst. 

Quite probably, worse is to come. Companies 
have had to finance their investments and the ser- 
vicing of their debts out of cashflow, which is start- 
ing to deteriorate. This is partly because the econ- 
omy is slowing, and revenues with it, but also 
because many companies resorted to trickery to 
boost their revenues. Many high-tech companies 
have lent money to their buyers to purchase their 
products. Now some of those borrowers are finding 
it difficult to pay them back. 

So far, stock options have helped the cashflow 
of many companies because they are treated as ex- 
penses by the tax authorities but not by the ac- 
counting ones. However, if share prices drop and 
options are not exercised, this boost to cashflow will 
be lost. That could be a big blow to companies such 
as Microsoft. 

For many of the companies that pay their em- 
ployees in options, a continued fall in their share 
price is likely to feed through into higher pay. If em- 
ployees do not get their rewards from the stock- 
market, they will demand more compensation up 
front. Higher expenses and falling revenues will put 
a big dent in earnings per share. Stockmarkets tend 
to get upset about such things. And if shares drop, 
companies’ large debt burdens will be that much 
heavier. 

Higher costs, along with lower spending on 
technology, would also presumably hit labour pro- 
ductivity. Much technology spending, and the avail- 
ability of finance for it, was based on the assump- 
tion that economic growth would continue at its 
giddy rate of recent years. If such spending slows 
sharply, some, at least, of America’s productivity 
miracle may quite possibly turn out to have been an 
illusion. The question then is how long will it take 
the American economy to unwind the excesses that 
it has built up. 
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The great merger wave breaks 


FRANKFURT, NEW YORK AND PARIS 








The pace of mergers and acquisitions worldwide has slowed in recent months. 
Is the deal-making bonanza over, or merely pausing? 


HERE did all the mega-mergers go? It 

is now over a year since the most re- 
cent world-record-breaking corporate mar- 
riage was announced: aot’s purchase of 
Time Warner. Even the value of that deal, by 
the time it closed this month, was down by 
more than $80 billion from the day it was un- 
veiled. In 2000, only one other merger was 
worth over $50 billion—of Glaxo Wellcome 
and SmithKline Beecham, announced a 
week after the aot deal. Investment bankers 
are talking nostalgically about 1999, when 
seven mergers weighed in at more than $50 
billion apiece. 

The value of mergers and acquisitions 
(maa) worldwide last year notched up yet 
another record: $3.5 trillion, up from $3.3 tril- 
lion in 1999 (see chart). But this headline 
number hides the fact that much of 2000's 
Mmaa activity came in the first half of the 
year, and particularly in the first quarter. The 
pace slowed markedly in the final quarter. 
According to J.P. Morgan Chase, only $63 bil- 
lion of deals were announced in America in 
December, the smallest monthly total since 
the paralysing financial crisis of September 
1998. Certainly, the outlook is now bad 
enough to justify asking if America’s fifth 
merger wave—and perhaps the first truly 
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global one—is on its last legs. 

This prospect is starting to worry the in- 
vestment bankers and lawyers who have 
come to find advising on mergers highly lu- 
crative. One of New York’s most influential 
merger lawyers, Martin Lipton of Wachtell, 
Lipton, Rosen & Katz, says he became con- 
vinced late last year that the Maa business 
was entering a significant downturn. Not 
only has the number of deals gone down; so 
also has the amount of talking about deals, a 
strong leading indicator of future activity. 

There are several obvious causes of the 
decline in maa. Share prices have fallen 
from the highs they reached early last 
year—in some cases, by a long way. This has 
reduced the attractiveness of corporate equ- 
ity as a currency with which to pay for ac- 
quisitions. (At the height of the bull marketin 
2000, equity was the preferred method of 
payment in six out of every ten American 
mergers.) At the same time, for those buyers 
that want (or need) to pay in cash, the junk- 
bond market, a key source of finance for ac- 
quisitive companies, all but closed in the 
middle of last year (though it may now be re- 
opening a bit, see page 72). Banks, under 
pressure from regulators, have also shut 
their doors to riskier borrowers. 





These blows have fallen especially hard 
on the once hot technology, media and tele- 
coms (TMT) sector. TMT accounted for over 
40% of worldwide mergers in 2000, with 
deals valued at more than $1.5 trillion. No- 
body expects 2001 to come close to that. rm 
companies have been huge issuers of junk 
bonds and were among banks riskier clients. 

In theory, as the plummeting stock- 
market has hurt TmT companies across the 
board, and thus mostly left the relative val- 
ues of these firms much as before, it should 
not have made much difference to the ap- 
peal of a buyer's shares to the seller. In prac- 
tice, company bosses—and shareholders— 
are not so logical. When the stockmarket is 
booming, managers are more emotionally 
ready to take big decisions. When the market 
is down, deals seem much riskier, 

Moreover, buyers do not like to hand 
over shares which they think are worth a lot 
more than the market does, and sellers like to 
sell when their shares are at historic highs, 
says Rick Escherich of J.P. Morgan Chase. 
However unrealistic tmr prices were last 
spring, the fact that they are now much 
lower means that managers are unlikely to 
sell unless the buyer offers a big premium on 
the market price. It is only when bosses get 
used to their lower share prices, which may 
take along time, that selling again seems pal- 
atable, says Mr Escherich. 

The volatility of stockmarkets over the 
past year has only accentuated these pro- 
blems. No manager wants to do a deal one 
day, only to find that the price has changed 
significantly the next. aot Time Warner is a 
chilling reminder of the danger of accepting 
shares that promptly plunge in value. 

Recent worries about the American 
economy heading for recession have also al- 
tered boardroom attitudes. At times of un- 
certainty, firms tend to focus on their core 
business, rather than explore possible new 
investments, such as an acquisition. Any re- 




















BUSINESS 


vival of merger activity is likely to hinge on a 
rebound in economic optimism. 

Europe had been expected to take a 
growing share of global Maa—especially by 
American investment banks and law firms, 
which have been building up their opera- 
tions there--as its markets are more frag- 
mented than America’s, and big mergers are 
a relatively new phenomenon. But Europe 
has failed to pull its weight: maa there ac- 
counted for a slightly smaller slice of the 
worldwide total in 2000 than in 1999, and it 
began to slow down sooner than in America. 
This was particularly true of European pur- 
chases of American firms—although these 
continue to dwarf American buys in Europe. 
The dire problems at DaimlerChrysler have 
made bosses think harder about the cultural 
challenges of cross-border mergers. 

What, then, of all the talk that Voda- 
fone’s giant takeover of Mannesmann a year 
ago—the first successful hostile bid for a 
German firm by a foreign predator—would 
prise open the continent’s markets for for- 
eign bidders? If it then looked as if Europe Inc 
was up for grabs, it now looks more like a 
false start. The past year has seen a number 
of failed mergers—including two among 
Germany's big banks--and few big hostile 
bids. In fact, large European companies, such 
as Siemens and Vivendi, have been seeking 
to protect themselves from predators. 


Gains tocome 


Even so, most investment bankers think the 
merger downturn in Europe will be tempo- 
rary, not least because of pending reform to 
Germany’s capital-gains tax, due to take ef- 
fect next year. This should allow firms to sell 
their many stakes in each other tax-free, 
rather than facing a 50% levy, as now. Indeed, 
this imminent change may even have con- 
tributed to the slowdown in merger activity: 
why doadeal now when youcan waita year 
and doit more cheaply? 

Europe’s increasingly aggressive anti- 
trust enforcement—symbolised by its block- 
ing of WorldCom’s planned $115 billion take- 
over of Sprint last June—may also be a 
growing deterrent to mergers. By contrast, in 
America antitrust may be moving in the op- 
posite direction, with the new Bush admin- 
istration expected to adopt a lighter touch 
than its predecessor. The appointment on 
January 22nd of Michael Powell to head the 
Federal Communications Commission may 
be a sign of things to come: as an ordinary 
FCC commissioner, Mr Powell voted against 
proposed restrictions on the merger of Time 
Warner and aot (on whose board his father, 
Colin Powell, the new secretary of state, sat 
until last week). 

Changes in the accounting treatment of 
mergers in America also point to an increase 
in merger activity in the long run. Until re- 
cently, the proposed abolition of “pooling of 
interest” accounting was thought likely to 
discourage mergers by requiring their costs 
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to be set against profits. But new proposals, 
due to be agreed soon, should be much more 
deal-friendly than was once feared. 

Indeed, despite the recent slowdown, 
the forces driving global consolidation re- 
main powerful. That is why the likes of Mr 
Lipton talk in terms of the present merger 
wave merely pausing, rather than ending. Yet 
the pause is likely to last until vigour returns 
to the financial markets and the world’s 
economies, particularly America’s. Until 
then, many company bosses will be putting 
their plans for world domination on ice. 





German utilities 


Power shoppers 


FRANKFURT 


(CARCELY a day now passes without a 

story about heady manoeuvrings by bor- 
ing old European utilities. Not a few such 
tales involve one or other of Germany’s two 
biggest power producers, RwE and E.ON. 
Add up all the rumours, as well as the state- 
ments from the companies themselves, and 
it seems that they are interested in spreading 
their wires across almost every country in 
Europe—and beyond. 

No wonder people get confused. Last 
week Otto Majewski, deputy chairman of 
E.ON’S energy subsidiary, told the press that 
the firm was not in talks with PowerGen, a 
British electricity company. Ahem, said 
E.ON, in fact we are. Under pressure after this 
breach of American disclosure rules (£.ON’s 
shares trade in New York), Mr Majewski re- 
signed on January 24th. 

Besides PowerGen, E.On says it will buy 
the whole of Sweden's Sydkraft, a power 
company of which it already owns more 
than 40%. RwE has confirmed it is looking at 
Hidrocantabrico, a Spanish utility. Both Ger- 
man firms are keen on Central Europe, and 
their interest in Spain extends beyond rwe’s 
interest in Hidrocantabrico. They hope to 





pick up some of the assets that Endesa and 
Iberdrola, suppliers of 80% of Spain's elec- 
tricity, might be forced to sell if their planned 
merger goes ahead. 

Why are the Germans such keen shop- 
pers? In part, it is because the liberalisation 
and restructuring of Europe's energy mar- 
kets are creating opportunities that did not 
exist before (see table). But they are also look- 
ing abroad because the prospects of expan- 
sion at home look so limited. The domestic 
power market, which was deregulated in 
1998, seems to be settling down to being 
dominated by four firms—rwe, E.ON and 
two smaller utilities, new and Energie Ba- 
den-Wurttemberg. 

RWE and E.on are themselves the pro- 
duct of changes in the German market, hav- 
ing undergone big mergers last year. RWE 
took over vew, another German electricity 
company, while £.on was formed out of the 
fusion of Veba and Viag. Both rwe and £.0N 
are now trying to turn themselves from 
sprawling conglomerates into international 
“multi-utilities’”—suppliers not only of elec- 
tricity but also of water and gas. 

This metamorphosis involves stripping 
out peripheral businesses and expanding 
the utility-based “core”, The two companies 
have sold, or are planning to sell, their inter- 
ests in telecoms companies. £.ON has also got 
rid of packaging and electronics subsidiaries. 
RWE took a bold step into broader utility 
markets last December when it bought 
Thames Water, a British water-and-sewer- 
age company, for £4.3 billion ($6.3 billion). 

However, both companies still have 
some way to go. RWE has majority stakes in 
Heidelberger Druckmaschinen, which 
makes printing machinery, and Hochtief, a 
construction company. Admittedly, RWE 
now keeps its non-utility activities at arm’s 
length; it may possibly be waiting until next 
year, when it will be able to sell its stakes free 
of capital-gains tax. £.oN’s “core” still in- 
cludes chemicals. Ulrich Hartmann, £.0N’s 
boss, has suggested privately that this busi- 
ness might eventually go. 





A bigger black mark against 
E.ON is that it is building up a 
cash pile—so far, its sales have 
raised €17 billion ($16 billion)— 
without seeming to know what 








to do with it. Talks last year with 
Suez Lyonnaise des Eaux and 
SAUR, two French water compa- 
nies, and with America’s Azurix 
came to nothing. Some analysts 
would be more impressed by a 
water or gas deal than by a take- 
over of PowerGen, which would 
cost perhaps €8 billion. Some 
also point out that delay could be 
as bad as a hasty purchase. If it 
waits too long, they suggest, E.ON 
may succeed only in transform- 











ing itself from predator to prey. 
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KEMEROVO 


UCCESSFUL Russian businessmen 

usually see a luxury car (armoured, 
and with tinted windows) as a central fea- 
ture of their personal remuneration pack- 
age. But Igor Lysenko, a thrifty 29-year-old 
marketing graduate who owns a chain of 
car-parts and service outlets in Kemerovo, 
a large mining town in southern Siberia, 
drives a modest Ford. He explains crisply: 
“There is a Ford dealership here so I can 
have it serviced easily. The nearest Mer- 
cedes place is hundreds of kilometres 
away, on very bad roads.” By the time 
your limo’s back from one service, he 
jokes, it will need another. 

Mr Lysenko’s thriving small business, 
called Koleso (or “Wheel”), would be un- 
remarkable in such post-communist 
countries as Estonia or Hungary. But in 
Russia it is still an exception—and not just 
because of the modesty of its proprietor. 
Most Russians buy their car parts from 
tiny shops that offer a limited and unpre- 
dictable range of often counterfeit goods. 
The only alternative is in a few big cities, 
where dealers with western franchises 
charge thousands of dollars for simple 
parts and service. 

Wheel, by contrast, worries about 
standards, branding and marketing. “The 
client should get the service in the place he 
wants and at the time he wants, for the 





Service with a smile in Siberia 


price he can pay,” says Mr Lysenko ear- 
nestly. His uniformed, well-paid workers 
(average age 28) are carefully selected not 
just for their mechanical skills, but also for 
other much rarer abilities in Russia, such 
as teamwork and exactness. Many are for- 
mer military types who “understand 
about taking orders and being punctual”. 
The company recently came fourth in an 
all-Russian marketing competition. 

Last year’s tax reform has helped 
Wheel a lot. It took on an extra 130 workers 
during the year, increasing its workforce 
by around a fifth. Not that the local au- 
thorities are grateful. In fact, officials are 
one of Mr Lysenko’s biggest headaches. 
None of his service centres has a mains 
water supply—the local hydrocrats de- 
mand an upfront payment of as much as 
$15,000 before even considering a new 
connection. The fire brigade and other city 
services are no better, he complains, just 
“municipal rackets”. Security is less of a 
problem: “Our workers tend to be fairly 
hefty types, and we have a panic button to 
call the police in every service station.” 

Mr Lysenko is pessimistic about 
changing officials’ habits. Politicians are 
too weak to tackle corruption, he says. 
What about lobbying through the local 
Rotary Club? “I’m not a member. That’s 
for people who drive Mercedes,” he sniffs. 
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Video games 


Cast aside 


NEW YORK 


IDEO games may be violent and brutal, 

but they are nothing compared with the 
business of making them. Look no further 
than Sega, the Japanese firm that, despite a 
passionate following, has been on the losing 
side of the game wars for most of its exis- 
tence. Its Dreamcast console is the best, most 
powerful machine you can actually buy to- 
day (since Sony’s Playstation 2, or Ps2, is in 
such short supply), and Sega has shifted over 
6m Dreamcasts since its release in late 1999. 
Yet on January 24th, Sega sounded its sur- 
render. It plans to stop production of Dream- 
cast hardware and focus on making software 
for its own machines and those of rivals, in- 
cluding the ps2, Nintendo machines, Micro- 
soft’s forthcoming XBox and the rc. 

Rather than punishing the firm for its 
failure, the stockmarket sent Sega’s shares up 
by 15.7% on the day of the news. This was not 
as irrational as it might seem: Sega, like most 
other game makers, sells its hardware at a 
loss, hoping to compensate with royalties on 
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software sales. This is by itself nothing new: 
think razors and blades. The difference is 
that game consoles cost several hundred 
dollars to make. In the early days of their life, 
before manufacturing efficiencies kick in, 
losses can exceed $100 per unit. Overall, Sega 
has lost more than $500m over the past two 
years by subsidising Dreamcast sales, with- 
out winning the market share to make it up 
in software royalties. 

Asa result of such savage economics, the 
business is increasingly becoming a winner- 
take-all game. Because the cost of making 
games is rising, increasing the cost of betting 
on the wrong platform, the best software de- 
velopers soon shun the laggards. And con- 
sumers, of course, buy the machines with the 
best games. This leads to a virtuous circle for 
the winners—at its peak in 1999 the market- 
leading original Playstation accounted for 
more than 40% of Sony’s profits—and a 
death spiral for the also-rans. The potential 
profits of only making software are lower, 
but so is the cost of failure. 

This is a sobering lesson for others, too. 
Sony is in the money-losing early days of its 
ps2—it has just halved its profit forecast for 
the year. If that machine eventually domi- 
nates the market, just as the first Playstation 
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Dream over 


did, its current woes will be forgotten in the 
flood of profits that follow. But Sony’s failure 
tomake enough of the ps2 in the crucial early 
months puts that future in question. Con- 
sumers now realise that they may have to 
wait until the autumn to get their hands ona 
ps2. By that time the hype will have shifted to 
the XBox, which Microsoft claims will be 
more powerful, or even to Nintendo’s next 
console, the GameCube, scheduled for re- 
lease late this year. 

No wonder Sony’s shares fell on news 
that its main competitor was heading for the 
exit: it was further evidence of just how 
tough the console market is. So spare a 
thought for Microsoft, which despite its 
might in software has made neither a games 
console nor anything else of note in con- 
sumer electronics before. Likewise, despite 
the success of its handheld Gameboy, Nin- 
tendo is preparing for its next generation 
from a weak position, with sales of the age- 
ing N64 slumping. The spectre of Atari— 
which almost sank Warner Brothers, its par- 
ent, when it imploded two decades ago—still 
haunts the industry. Now it is to be joined by 
Sega’s hardware arm. How long before an- 
other once-proud console maker follows? 

mae = 





European airlines 


Sorry to 
announce... 


HE restructuring of Europe’s fragmented 

airline industry is proving to be as trou- 
blesome as Sabena’s first long-haul flight in 
1925, when one of its Handley Pages took off 
from Brussels for Africa, to arrive at its des- 
tination only 51 days later. After losing lots of 
money ever since, the future of the Belgian 
airline now depends on being part of SAir- 
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Group, the parent of Swissair. SAirGroup has 
bought stakes in a number of ailing airlines, 
including Sabena, in an attempt to create an 
alliance of carriers to compete against bigger 
rivals. But on January 23rd, that flight plan 
ended in tatters when the group dumped its 
chief executive, Philippe Bruggisser, and 
slammed his strategy into reverse thrust. 

Mr Bruggisser’s survival plan had begun 
to make his board of directors nervous. The 
alliance that he was building, called Quali- 
flyer, was quickly draining the group’s re- 
sources. Some analysts thought that SAir- 
Group would do better by concentrating on 
its successful diversification into airline ser- 
vices, such as flight catering, airport retailing 
and cargo handling, where it is among the 
world leaders. 

There was also concern that Swissair’s 
reputation for comfort and reliability would 
be sullied by its less glamorous partners: be- 
sides Sabena, SAirGroup holds stakes in 
Austrian Airlines, Poland’s Lot, South Afri- 
can Airways and three regional French carri- 
ers, The list was growing: Mr Bruggisser had 
agreed to buy 34% of Tap Air Portugal and 
was discussing deals with Turkish Airlines, 
Malaysian Airlines and Alitalia. It was Sa- 
bena’s financial woes, however, that seem to 
have been the final straw. In 1998, the Belgian 
airline had reported its first profit of any sig- 
nificance in 40 years, but then immediately 
dived back into loss. It is thought to have lost 
€200m ($184m) last year. 

On January 2oth, the Belgian govern- 
ment, which is Sabena’s majority share- 
holder, said it would invest an extra €100m 
in the carrier. SAirGroup, which has an op- 
tion to raise its stake from 49.5% to 85%, 
would put up an additional €150m. This 
money will go towards a €750m restructur- 
ing plan, which Sabena’s unions have yet to 
support. The European Commission also 
has to approve the deal. 

None of this impressed SAirGroup’s 
board. After Mr Bruggisser resigned, the 
company said its alliance strategy would 
now focus on making the airline business 
profitable. Eric Honegger, the group’s chair- 
man, warned that it might withdraw from 
the Sabena rescue if the unions did not ac- 
cept the restructuring unconditionally. He 
also said the group would not take any more 
stakes in other airlines. 

This suggests that instead of trying to 
build up Qualiflyer, SAirGroup may decide 
to throw in its lot with a bigger, global alli- 
ance. A prime candidate could be One- 
World, led by British Airways (BA) and Am- 
erican Airlines. Swissair already co-operates 
with American on transatlantic routes. 

The Swiss group’s troubles show how 
difficult it is for Europe’s airlines to adjust to 
an increasingly deregulated environment 
through the sort of mergers that have re- 
shaped the American airline industry. Con- 
tinued meddling by governments, en- 
trenched positions at congested airports and 
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restrictions on foreign-ownership rules fre- 
quently stymie deals. An ambitious attempt 
by BA and Ki of the Netherlands to break 
out of their national straitjackets and form a 
giant intemational carrier broke down in 
September over kLm’s reluctance to cede too 
much control. On January 19th, Spain’s na- 
tional airline, Iberia, ended talks to buy Air 
Europa, a struggling rival, because of dis- 
agreement over the price and over where job 
cuts would fall. 

The established European airlines are 
also finding it difficult to compete with new 
low-cost carriers, such as Ireland’s RyanAir 
and Britain’s EasyJet. Some, such as BA—and 
quite possibly now, Swissair—are trying to 
consolidate around the more profitable 
parts of their operations, such as business 
travellers. sa has even put its low-cost sub- 
sidiary, Go, up for sale. So far, there have 
been no takers. 
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Computing 
The penguin 
gets serious 


INUX, the free computer operating system 
developed by thousands of volunteers 
collaborating over the Internet, is still not 
taken very seriously in corporate circles. It is 
used for niche tasks, such as running web 
servers, but it is generally deemed to be too 
immature for the most demanding environ- 
ments, such as heavy-duty database. sys- 
tems. Recent events, however, suggest that 
Linux—whose mascot is a cheerful pen- 
guin—may have outgrown the commune of 
its birth. 

On January 4th, Linus Torvalds, the 
Finnish programmer who co-ordinates the 
development of Linux (see page 84), quietly 
released the latest version of the Linux ker- 





nel—the software that, as its name suggests, 
is at the core of the operating system. Many 
of the enhancements in this new kernel (ver- 
sion 2.4) make Linux more suitable for cor- 
porate use. In particular, they make it more 
“scalable’—in other words, as capable of 
working on very large computer systems as 
on small ones. Linux 2.4 can support more 
processors, more memory, and faster net- 
working and disk access—all prerequisites 
for industrial-strength corporate use. 

Just as the software itself has become 
more solid, so support for Linux within the 
computer industry has also been growing. 
1BM, which has embraced Linux across its 
product range, from pcs to mainframes, an- 
nounced in December that it would spend 
$1 billion on Linux-related activities in 2001. 
And this week the Open Source Develop- 
ment Laboratory, an independent, not-for- 
profit research centre financed by such in- 
dustry giants as 18M, Intel and Dell, opened 
its doors. It is intended to accelerate the 
adoption of Linux in business computing, 
and toallow developers to test their software 
on the largest systems. In other words, with 
the notable exceptions of Microsoft and Sun 
Microsystems, the industry is pushing Linux 
for use in corporate computing. 

Linux is also proving a popular choice 
for powering Internet appliances, such as 
handheld computers and smart telephones. 
And, at the other end of the scale, it is emerg- 
ing as a powerful force in the specialist field 
of supercomputing. By connecting hun- 
dreds of pcs running Linux in a “cluster”, itis 
possible to construct an enormously power- 
ful machine for a fraction of the cost of a con- 
ventional supercomputer. ım recently 
started installing a 1,024~processor Linux su- 
percomputer at Shell’s research centre in the 
Netherlands, where the oil company plans 
to use it to analyse geophysical data and to 
help it find oil. And on January 16th, Amer- 
ica’s National Centre for Supercomputing 
Applications said that it had agreed to buy 
two Linux supercomputers from 1am, one of 
which will be the fourth-fastest supercom- 
puter in the world when itis switched on this 
summer. 

There are some fears that the embrace of 
Linux by big computing companies could 
prove a mixed blessing. George Weiss of 
Gartner, a research firm, suggests that BM, in 
particular, “looms like a shadow” over the 
future of Linux; its obvious enthusiasm, he 
says, might deter new firms from entering 
the market for Linux support and services. 
Any attempt by big computing companies to 
hijack Linux, declares Eric Raymond, an 
open-source guru, would be counter-pro- 
ductive, since it would alienate the very peo- 
ple from whom Linux draws its strength. Yet 
it is inevitable, as Linux becomes increas- 
ingly popular, that it will shed the revolu- 
tionary cachet which, for some of its suppor- 
ters, is its greatest appeal. 
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Fund managers select 
a new European leader 


Deutsche Bank is the No. 1 ranked firm for European Equity Research 
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1. Deutsche Bank 
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We would like to thank the largest institutional 
managers of European equity funds for voting ` 
Deutsche Bank No.1 in European equity 

in research. It is particularly gratifying to be 
independently acknowledged for excellence 
by our clients. 


To meet their particular demands, we will 
continue in our mission to provide the very 
best in service, innovative and differentiated 
insights and rigorous fundamental research — 
all from our team of highly experienced 
research professionals around the world. 


Providing unique insights for our clients — another 
reason why Deutsche Bank is leading to results: - 
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REPUBLIC OF CAMEROON f THE ENPC MBA 


Peace - Work - Fatherland 
MINISTRY OF THE ECONOMY AND FINANCE Aceredited by AMBA 
MISSION FOR THE REHABILITATION OF PUBLIC AND : 
PARASTATAL ENTERPRISES : 
TECHNICAL COMMITTEE FOR PRIVATIZATION AND at the Ecole Nationale des Ponts et Chaussées 
LIQUIDATIONS il founded in 1747 
PRIVATIZATION OF THE CAMEROON @eeeeeeeeeeeeeeeeeeseeeeeeeeeeeeeeeeeeeeeeeee 
DEVELOPMENT CORPORATION (CDC) The ENPC MBA is a 13-15 month full-time or 2 year part-time 


MBA programme in English at one of the most prestigious 


N OT I C E O F I NT E R N AT I O N A L Grandes Ecoles in France. The ENPC MBA culture is international, 


innovative and entrepreneurial, fostering a strong sense of ethics 


INVITATION TO TENDER and contribution through business. 


Within the framework of its program to privatise public and para- Participants choose European, 75 students represent an average 
public enterprises, the Government of the Republic of Cameroon American or Pacific Basin options of 27 nationalities. ENPC is 


is launching an international call for tenders for the privatization combining study in Paris with located in the heart of Paris. 
of the Cameroon Development Corporation (CDC). : 
programmes and professional 


The main objective behind the privatization of the CDC is to allow experience abroad. Entrepreneurial Spirit 
for short term improvements in the performance of the company 


and to unleash the significant growth potential it harbours. Each student builds his own cur- 


i - International Faculty riculum based on their professio- 
The Cameroon Development Corporation (CD) is one of the j p 


oldest and the most important agro-industrial complex in drawn from aes of outstan- nal objectives. 
Cameroon. Created in 1947, it has a share capital of 15,626 ding professionals and entrepre- 
millions CFA fully owned by the state. neurs from around the world. 


The company holds some 100,000 hectares of land by concession, 

of which 42,000 have been developed basically for the farming of 

rubber, oil palm, banana and tea. The Government has adopted ENPC School of International Management 

the strategy of privatization by individual sector that does not s 

preclude bidding for more than one sector. WIB développement, établissement d'enseignement technique privé, 
75343 Paris cedex 07 - France 
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In conformity with the aid strategy, the privatization of the CDC 
does not involve the sale of land. 
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‘ ENPC MBA 
The invitation to tender for the privatization of the CDC’s banana, 
palm oil and tea sectors will involve the sale of the majority of 
each sector for a strategic partner, which will then transfer 3-5% 
of the shares thus acquired to each sector’s employees. The State 
will subsequently sell shares of each sector to Cameroonian 
individuals or corporate entities, and will retain a minority 10% 
interest in the privatised sector. 





This invitation to tender is intended for the attention not only of 
those candidates who participated in the pre-qualification phase 
but also for the attention of any potential investor who may wish 
to take part in the privatization procedure. 

An invitation to tender pack, containing an information 
memorandum and the rules and procedures governing the 
privatization, is available from October 2, 2000. The pack is 
provided free of charge to the candidates who took part in the 
pre-qualification phase and a fee if XAL 500,000 (five hundred 
thousand CFA francs) or FRF 5,000 (five thousand French francs) 
is charged to all other candidates. All candidates are required to 
sign a confidentiality agreement before obtaining the invitation to 
tender pack. 


The invitation to tender pack may be obtained from: 


Technical Committee for Provaization and Liquidations 
Mr. Aminou Bassoro 
SNI Building, 9th Floor, Yaounde, Cameroon 
Tel: (237) 23 97 50 Fax: (237) 23 51 08 Lettersize, A4, and Legalsize. $650 to $695. 


; ? Includes Glaser Insiders™ divider and detachable, adjustable 
PricewaterhouseCoopers Afrique Francophone ; 
Mr. Ilampo Ghazarossian shoulder strap. Milled black, textured walnut, milled walnut, 


Tour AIG, 34, place des Corolles or natural leather. 
92908 Paris la Defense Cedex, France 


Tel: (33) 1 47 78 68 00 Fax: (33)1 47 78 68 10 Please call for our free catalog. Toll free 800.234.1075. 


In accordance with the stipulations set out in the invitation to EDR, 
tender pack, pre-qualification applications must be filed with KF 
the Technical Commission for Privatization and Liquidations LASER ESIGNS g vA 
(Yaounde) before Feb 5, 2001, 4.00pm local time. The investors’ a JS] 
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tenders must be lodged with the Technical Commission for 


Privatizati iquidati i i 
May 7, O00; and Liquidations, before 4.00pm, local time, on 32 OTIS ST. SAN FRANCISCO, CA 94103 PHONE 415.552.3188 


FAX 415.431.3999 ECON@GLASERDESIGNS.COM 
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Health care in America 


Reconstructive surgery 


Caught in the cross-currents of conflicting goals, erratic government policy 
and costly changes in technology, America’s philanthropically organised 
community hospitals are going the way of the family farm 


OGET asense of how the business of de- 

livering medicine in America fluctuates 
between utter disaster and extraordinary 
business opportunity, consider the case of 
Sharon Hospital in Connecticut, one of 
America’s 4,300 non-profit hospitals. Along 
with superb demographics—it is in one of 
the richest counties in one of America’s rich- 
est states—Sharon benefits from being al- 
most an hour away from competing institu- 
tions. Go into labour or crash your car in 
north-western Connecticut, and it is the ob- 
vious choice for care. 

Providing a necessary service with little 
competition should surely guarantee suc- 
cess. But recent results argue otherwise. The 
hospital has lost $10m in the past three fiscal 
years. Revenues are stagnant, costs are grow- 
ing and mounting losses make it increasingly 
hard to finance expensive new equipment. 
Sharon, in short, is on life support. Nor is it 
alone: change a few details and the story is 
being repeated throughout America. 

Over the past decade, 10% of America’s 
community hospitals have closed, even as 
an ageing population is demanding ever 
more health care. Many of the surviving hos- 
pitals are in poor shape. Their operating 
margins are less than 3% on average, a level 
that cannot hope to cover capital costs; and 
their debt is being downgraded as never be- 
fore (see chart). Given the fragile state of the 
business, the only surprise is that more hos- 
pitals do not close. Of Connecticut's 31 full- 
service hospitals, Sharon officials say a third 
are losing money and several could fail. 

The main problem facing hospitals is a 
business environment that has been made 
unforgiving as both government and busi- 
ness seek to control health-care costs. The 
easiest place to begin was with revenues. In 
1997, Congress was justifiably terrified by the 
prospect of an insolvent Medicare—the 
main health-insurance scheme for the el- 
derly and the source of half of all hospital in- 
come—so it cut the programme’s reimburse- 
ments to hospitals. Less justifiably, it 
allowed the Medicare rulebook to swell to 
45,000 pages. 

If the government was tough, the private 
sector has become even tougher. Businesses 
of all sorts have shifted medical coverage to 
health-management organisations that, ac- 
cording to their critics in the industry, reim- 
burse hospitals based on three strategies: 
low pay, slow pay and no pay. Merely quali- 
fying for reimbursement requires mastery of 
a staggering number of contractual arrange- 
ments. Hospitals in densely populated areas 
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may accept as many as 200 different com- 
pany health-care plans. 

If that were not enough, the value pro- 
vided by hospitals has also shifted. Beds are 
out; high-tech equipment for imaging, non- 
invasive surgery, digital mammograms and 
the like is in. This transformation requires 
money and vision. Like many other hospi- 
tals, Sharon lacked at least one of these attri- 
butes, ifnot both. 

Last June it took a radical step, agreeing 
to be bought by Essent Healthcare, a new, 
for-profit institution. Although for-profit 
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hospitals are common in the south and west, 
they still amount to less than 15% of the in- 
dustry, by number of hospitals, and are par- 
ticularly sparse on the east coast. New York 
has gone so far as to outlaw ownership of 
hospitals by publicly traded companies. 

One concern over deals such as Sharon's 
is that if a municipal institution cannot now 
break even, how can it produce enough pro- 
fit in future to satisfy an investor? There are 
also fears that profits may detract from care. 
The state of Connecticut, which must review 
the deal, has asked for information on the 
hospital’s property holdings, presumably to 
understand whether the transaction is a 
thinly veiled liquidation. 

As is also typical in privatisations, the 
sale of Sharon is awkward. Any approval by 
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regulators is months away. The purchase 
price, $16m, has strings attached. In a move 
that would be unacceptable in the sale of 
most companies, the consultancy handling 
the deal, Cambio Health Solutions of Ten- 
nessee, is also providing a temporary chief 
executive. Her approach to routine business 
matters such as bill collection will have a big 
impact on the final price. 

Given these impediments, it would not 
be a surprise if Sharon were merely allowed 
to close. That the deal remains alive in spite 
of such problems reflects another odd fact: 
most hospitals may be struggling, but they 
can in principle be turned into extraordi- 
narily profitable businesses. 

The evidence comes in the results of 
shareholder-owned hospital operators. 
During 2000, a horrendous year on Wall 
Street, shares of these outfits more than dou- 
bled. Their operating margins range from 13% 
to 24%. Essent’s main financial backer is 
Thoma Cressey, a Chicago buy-out firm that 
boasts annualised returns of 30%. Its partners 
have done particularly well out of early in- 
vestments in two publicly traded hospital 
companies, Province Healthcare and Health 
Management Associates. 

The factors behind the success of for- 
profit hospitals are controversial. They may 
scrap research—not a big department at 
Sharon, but costly at larger hospitals. They 
may also take a harsh line against providing 
charitable care for the poor, although Essent 
has promised not to do so. HCA Healthcare, 
the largest for-profit chain, has admitted 
charges of Medicare-related fraud, among 
other problems, and paid almost $1 billion in 
penalties in a series of cases stretching out 
over the past five years. 

The best argument for the profit motive, 
however, is that increasingly complicated 
institutions demand increasingly sophisti- 
cated management. Inventory control, price 
negotiations with suppliers, processing pa- 
tients and financing new equipment are all 
tricky tasks. Pushing Sharon’s costs down to 
the standards of for-profit hospitals would, 
Essent estimates, save $5m a year, eliminat- 
ing its operating loss. Luring local residents 
who go elsewhere for non-urgent care could 
add another $3m to the bottom line. As hos- 
pitals have substantial fixed costs, incre- 
mental business can bring large returns. 

More than two dozen American hospi- 
tals were privatised last year. That number is 
expected to rise. In December, a municipally 
owned institution in Haverhill, Massachu- 
setts announced that it faced potential ruin, 
echoing earlier cries in, among other states, 
Ohio, Missouri and Alabama. The federal 
government may be pumping in a bit more 
money, but the next crisis is never far away. 
A decade from now, it would not be surpris- 
ing if all non-profit hospitals, except those 
with generous patrons or unusually compe- 
tent management, were closed or sold. 
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Joining the club 


Clara Furse will make a tough, determined boss for the troubled London Stock Exchange. But does 
she know where to lead it—and does she have the diplomatic skills to take its shareholders with her? 


RETTY in pink, petite and partial to 

pearls: it would be easy to misjudge Clara 
Furse. The new chief executive of the London 
Stock Exchange (tse) has built her career in 
the world of derivatives-broking on a reputa- 
tion for ruthlessness. There has been a pre- 
dictable fuss about the appointment of a fe- 
male foreigner—Mrs Furse is a Dutch polyglot 
and not-too-distant relative of the Siemens 
family—to lead a stock exchange that still 
seems like a very British gentlemen’s club. 
And it comes as part of a broader shake-up: 
no fewer than five non-executive directors 
are to be replaced. Nor is her new job known 
for its security. The previous three incum- 
bents left prematurely, spat out by the ex- 
change’s disgruntled shareholders. 

But Mrs Furse has come up through a 
harsh school. To reach the top of the deriva- 
tives business requires a thick skin (and a tol- 
erance for blue jokes). In her last job, as chief executive of Crédit 
Lyonnais Rouse, the derivatives arm of the French bank, she cut 
staff numbers by three-fifths, before quitting in December, in 
search of a “new challenge”. Earlier, as a deputy chairman of the 
London International Financial Futures & Options Exchange 
(Liffe) between 1997 and 1999, she presided over the ousting of its 
chief executive, Daniel Hodson, after Liffe lost most of the market 
in an important contract to its German rival. 

When Mrs Furse starts work next month, the mood at the LsE 
tower in Throgmorton Street may seem unnervingly familiar. Like 
Liffe, the stock exchange is facing fundamental questions about its 
future. It has lost its once-total dominance of Europe’s interna- 
tional share-trading. Frankfurt’s Deutsche Börse, formerly just one 
among several German regional exchanges, has, under the charis- 
matic (if abrasive) leadership of Werner Seifert, become a serious 
rival. The Lse also resembles the old Liffe in that it is still riven by 
the competing interests of its owners. Last March it dropped its 
mutual ownership structure, but, on the whole, its shareholders 
are still its customers. None is allowed to have more than 5% of the 
voting rights, so any change is easily vetoed. Finding a strategy ac- 
ceptable to this wide spectrum of shareholders—ranging from re- 
gional stockbrokers to huge American securities houses—will be 
the priority for Mrs Furse and her chair- 


man, Don Cruickshank. Market failure 
It will not be easy, as was shown by | London Stock Exchange 
share price, £ 


the LsE’s abortive efforts last year to carve 
out a new future for itself. Its strategy of 








triumvirate of Morgan Stanley Dean Witter, 
Goldman Sachs and Merrill Lynch, pushed 
the iX deal, hoping to reduce trading costs. 
But, worried that trade in domestic stocks 
would take second place to pan-European 
equities, smaller brokers revolted. In the long 
run, the tse may have to look at European 
alliances or mergers again, though Mrs Furse 
insists that the exchange does not “need todo 
a corporate deal”. In the short term, a deal 
with either Deutsche Borse or Euronext, the 
merged French, Dutch and Belgian ex- 
changes, is, at any rate, off the agenda: both 
are busy with plans for their own stockmark- 
et flotations. 

However, they, like America’s Nasdaq, 
remain keen to link up with London, still Eu- 
rope’s most attractive share-trading location. 
The alternative for the LsE is to go it alone, and 
concentrate on building its own brand. This, 
by default, is the present strategy. Next month, the tse plans to 
launch, with the London Clearing House (cv) and Crest, Britain’s 
settlement service, a central counterparty through which share- 
trading would be conducted. This should cut costs by reducing the 
number of trades to be settled and the amount of capital banks 
have to set aside when trading. 


A marriage for Liffe? 


Another option, favoured by smaller brokers, is for various Lon- 
don institutions to merge. The most obvious link-up would be be- 
tween the tse and Liffe, but that seems unlikely, despite Mrs 
Furse’s warm relationship with Liffe’s bosses. Even more improb- 
able is the four-way merger of share- and derivative-trading, 
clearing and settlement that some in London argue is needed to 
counter the financial muscle of, for example, Deutsche Borse, 
whose market value is almost three times the Lsz’s. Neither Crest 
nor the Lcu is keen to give up its independence. Moreover, the big 
banks and securities houses prefer what has become known as an 
“hourglass” solution, where a number of exchanges compete with 
each other but use a common, pan-European central counter- 
party, and a few settlement houses. 

The tse’s strategy, in a word, is a mess. In her effort to sort it out, 
Mrs Furse has one good qualification (be- 
sides being a mother of three): she is, 
whines one senior manager who crossed 
her, “a bully”. The ability to get things 
done has been sorely missing in Throg- 
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pursuing European consolidation has 
failed. A putative eight-way alliance with 
other European exchanges, unveiled in 


morton Street, but it is not enough. The 
LSE’s ownership structure demands tact as 
well as strength of personality. In particu- 





1998, fizzled out. And Gavin Casey, Mrs 
Furse’s predecessor, resigned last Septem- 
ber after tse shareholders’ objections had 


lar, Mrs Furse will have to work with, in 
Mr Cruickshank, an activist chairman 
used to calling the shots. Even if he lets her 
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run the show, there is a bigger question- 
mark over Mrs Furse’s talents. Though an 
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unstoppable executive, she is not known 
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for being a visionary. And what the Lse 
needs even more than a dynamic leader is 








The big banks, led by the American 


one whocan see where it is going. 
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JAPANESE BANKS 


Fiddling while Marunouchi 


burns 


TOKYO 


Japan’s problem banks present one of the greatest financial threats to the 
world economy. Half-hearted efforts to restore them to health have failed. It is 


time for more drastic measures 


ý hae bankers in Marunouchi, Tokyo’s fin- 
ancial district, know that one more big 
client's bankruptcy or a further slide in share 
prices could push them into an abyss that 
they prefer not to contemplate. The poss- 
ibility of either event is far from remote. 
Among the candidates for collapse are big 
construction companies such as Kumagai 
Gumi and retailers such as Daiei, a super- 
market chain. Meanwhile, the 
stockmarket, close to its lowest 
level for a decade, is levitating 
only after a promise earlier this 
month from the ruling Liberal 
Democratic Party (LDP) that it 
will come up with proposals to 
prop up share prices. If those 
proposals fail to materialise, or 
to meet expectations, the cush- 
ion of unrealised equity gains 
on the banks’ balance sheets 
could soon deflate. 

It should not be like this. 
Japanese banks have been on 
the brink of disaster before. 
After the most recent crisis (in 
1997-98) the government set up 
a special body, the Financial 
Reconstruction Commission 
(FRC), to clean up the country’s 
financial system. The FRC was 
due tocomplete its task by 2001. 
But almost the only thing that 
went according to plan was the 
closure of the Frc itself at the 
beginning of this year. The 
banks are still far from meeting 
the goals set out for them by the 
government in 1998; they re- 
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Mitsubishi Tokyo 
Financial Group 


Mizuho Financial 
Sumitomo Mitsui 
Banking Corporation 


United Financial of 
Japan Holdings 
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barely falling at the bigbanks, while at the re- 
gional banks they are actually increasing. 
Part of the trouble is that the banks are 
incorrectly classifying their loans. Last 
March, for example, Sumitomo had analysts 
scratching their heads when it reported that 
it had only ¥265 billion ($2.26 billion) of pro- 
blem loans to the construction industry, a 
figure smaller than the bank’s total exposure 











banks. They were meant to have been 
stripped of their deadbeat loans by the Frc, 
and then sold to third parties. But even after 
the official “clean-up”, loans to companies 
such as Sogo, a department store that later 
went bust, were left sitting on the books as 
“good” assets. 

In addition, there is a widespread fear 
that the banks have overestimated the value 
of the property backing many of their loans. 
Urban land prices, for example, have fallen 
by up to 80% since their peak in the early 
1990s. This means that the banks have un- 
dervalued the portion of those loans with- 
out collateral—ie, the portion against which 
they need to hold reserves. For such reasons, 
the estimate of the Financial Services Agency 
(the rsa, the industry watchdog) that the 
banking system had problem loans of ¥63.3 
trillion last March, is generally thought to be 
as much as 50% below the true figure. 


Little help from profits... 


One reason why the banks are 
unable to lift themselves out of 
trouble is that they are finding 
it hard to make decent profits. 
Brian Waterhouse of HsBc Se- 
curities reckons that even 
though they are, after several 
years of heavy losses, forecast- 
ing profits for the year ending 
in March 2001, much of this re- 
covery is down to the fact that 
they are cutting costs by reduc- 
ing their bad-debt provisions 
and write-offs. 

Profits from equity sales 
have also helped to boost pro- 


Yanagisawa’s big problems get bigger fits in the first half of the year. 
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they are still losing money on 
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main burdened with bad 
debts, poor profitability and a lacklustre 
economy. Indeed, they may be in a worse 
state now than they were then. 

At the root of the problem lie poor lend- 
ing decisions. Since the early 1990s, the banks 
have written down almost twice their entire 
capital and reserves in an attempt to get rid 
of their bad loans. But those bad loans have 
stubbornly refused to go away. Official fig- 
ures show that non-performing loans are 
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to Kumagai Gumi, just one big troubled com- 
pany. A few months later, Kumagai Gumi 
asked Sumitomo and three other banks to 
restructure its debts, and Sumitomo is now 
due to write off ¥260 billion in an effort to 
save Kumagai from bankruptcy. 

The extent of such erroneous classifica- 
tion is further illustrated by the loan books 
of The Long-Term Credit Bank (rcs) and 
Nippon Credit Bank (NcB), two nationalised 


and they have been unable to 
develop fresh fee-based business as an alter- 
native source of revenue. 

Some are hoping that four mega-merg- 
ers orchestrated among a number of the ail- 
ing banks—mergers that will create some of 
the biggest financial institutions in the world 
(see table)—will help get them out of trouble. 
But the chances of this working are slim. In- 
stead of seeking toimprove the banks’ profit- 
ability through strategic alliances, the mega- 
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Neither shoppers nor builders are giving the banks a hand 


mergers have merely sought to make them 
“too big to fail”. 

Not surprisingly, more than a year after 
their announcement, the mergers are still 
largely in the planning and preparatory 
stage. The banks have, for example, yet to in- 
tegrate their systems fully. This is much too 
slow, says an irritated Hakuo Yanagisawa, 
minister in charge of financial affairs, who 
was also in charge during the early stages of 
the banking reforms two years ago. 

The pace is unlikely to pick up. Mr Wa- 
terhouse says it will be particularly slow at 
Mizuho (which brings together Dai-Ichi 
Kangyo, Fuji and Industrial Bank of Japan) 
and at United Financial of Japan (a com- 
bination of Sanwa, Tokai and Toyo Trust). 
These two groups have chosen to assemble 
themselves under joint holding companies, 
a structure that takes more time to set up 
than an outright merger. Meanwhile, the 
plodding godzillas are in danger of having 
their market share stolen from them by nim- 
ble new competitors, such as the new banks 
being set up by the likes of Sony, Ito-Yokado, 
aretailer, and Orix, a leasing company. 


...or from the economy 


None of this would be quite so alarming if 
the Japanese economy were on the road to 
full recovery. Unfortunately, it is not. Japan’s 
heavily indebted companies are still strug- 
gling to sell things to reluctant consumers 
while buckling under rising burdens of debt. 
This is because the economy, although 
growing in real terms, is not growing in nom- 
inal terms—ie, growth is low and inflation is 
negative. Since debts are always nominal (in 
the sense that borrowers must pay back the 
nominal amount that they borrowed), the 
ability of firms to service their loans rises 
only with nominal increases in profit, not 
with deflation-adjusted increases. Hence, 
cleaning up after Japan’s asset-price bubble 
is getting harder. Bankruptcies are continu- 
ing at a high level (see chart 1), and requests 
for debt waivers still flood in. 

Some bits of the economy are recovering, 
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but this is not helping the banks much. Most 
of the restructuring that is the basis for re- 
covery isin industries and companies which 
are able to withstand some short-term pain. 
So good companies are getting stronger 
while the bad ones remain weak. The best 
borrowers are also shifting their fund-rais- 
ing to Japan’s fledgling capital markets, with 
the result that the banks’ customers are be- 
coming increasingly concentrated on the 
rotten sectors. 

Tosomeextent, the banks have been able 
to disguise their ills because of the unrealised 
equity gains that they have on their balance 
sheets. But plunging stockmarkets are wip- 
ing out most of these. This matters more and 
more because Japan is due to introduce mar- 
ket-value-based accounting this year— 
meaning that unrealised securities losses 
will start being deducted from their capital. 
With such losses to account for, the banks 
will be less willing than ever to undertake 
write-offs of their bad debts. 

Hironari Nozaki, an analyst with ABN 
Amro, reckons that if these equity losses 
keep growing, they might even push down 
retained profits to the point where some 
banks are unable to pay dividends. At this 
point, they would also have to stop paying 
interest on their preferred subordinated 
debt, since this cannot be paid before divi- 
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dends. If this were to happen, warns Mr No- 
zaki, the so-called “Japan premium”, the ex- 
tra interest that international institutions 
began charging Japanese banks during the 
1997-98 crisis, could start moving up. 

With so much riding on the stockmark- 
ets, itis little wonder that they are the subject 
of the politicians’ attention. According to Mr 
Fiorillo, ten out of the 14 biggest banks have 
¥24 trillion of unrealised losses on their eq- 
uity portfolios at current stockmarket levels 
(with the Topix index at about 1,250). Given 
that the banks themselves are eager to sell 
their large shareholdings in firms within 
their own keiretsu (or group), further falls 
seem likely. Although it is hard to say exactly 
where the real danger zone lies, itis clear that 
share prices are slipping close to it. 

The authorities claim that the banks are 
healthier now than they were two years ago 
because their capital position is so much 
stronger. They point to the banks’ Basle ra- 
tios, which averaged around 12% last Sep- 
tember. (For banks with overseas operations, 
the Basle minimum is 8%.) But beware, says 
Mr Fiorillo, for these are not what they seem. 
They are flattered by unrealised gains on 
property valuation; by deferred tax assets 
that might disappear if the banks don’t make 
lots of profit over the next five years; and by 
public funds that the banks will also have to 
pay back out of profits. Strip these out and 
the ratios are pushed down to around 6.2%; 
take into account unrealised equity losses 
and youcan knock off another point or two. 
Either way, the number falls well below 8%. 

The Japan premium, however, is today 
practically zero, signalling that international 
financiers believe that Japan’s banking sys- 
tem will not seize up again. It has placed its 
faith in the colossal safety-net that the gov- 
ernment strung under the banks at the 
height of the 1997-98 crisis. Moody’s, a credit- 
rating agency, argues that although the 
banks individually stink (it rates many of 
them as “E” or “E+”,ona par with the average 
bank in Mexico or Russia), the promise of 
public support greatly raises their collective 
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stability, giving them an average credit rating 
of “a”. This shows how crucial the govern- 
ment’s safety-net is. Yet from April it is to 
have some sizeable holes in it. 

The ¥70 trillion cushion, created in 1998, 
is a complicated combination of four differ- 
ent “funds” that can be poured into the sys- 
tem in times of stress. A couple of them will 
safeguard depositors if banks collapse, and a 
couple are for the banks themselves. One is 
for banks which go bust—to nationalise 
them, for example—and abouta third of the 
¥18 trillion in this fund has already been 
spent. The ¥25 trillion in the other bank-re- 
lated fund is to recapitalise unhealthy 
banks; and ¥8.4 trillion of this has already 
been used. 

It might seem as if a hefty sum is still 
available. And so it is. But not for much lon- 
ger; the two bank-related bits of the safety- 
net are to disappear at the end of March. 
Some ¥26 trillion will be set aside for the 
credit unions, but none of this will be avail- 
able for banks. Instead, a ¥15 trillion “sys- 
temic risk” fund will be set up for emergen- 
cies. The prime minister, the finance 
minister, the minister in charge of financial 
affairs and the head of the Bank of Japan will 
get together to discuss its use. But the final 
say will rest with the prime minister alone. 

Critics argue that, at best, the way this 
new fund will work is ambiguous, and thatit 
signals a disturbing move away from trans- 
parent bail-outs. More worrying for bankers 
is the risk that it might not work at all. With 
no designated framework to release the 
funds, the process of decision-making will 
be subjective and will be bound to come un- 
der intense public scrutiny, given the level of 
public anger at the last round of injections 
into the banking system. 

A successful application for funds will 
require a persuasive and credible politician 
at the helm. The present prime minister, 
Yoshiro Mori, is neither. At worst, an attempt 
to use the systemic risk fund could turn into 
another fiasco like last summer’s, when the 
government tried unsuccessfully to use pub- 
lic funds to save the Sogo department stores. 


Where next? 


With the clock ticking and the environment 
deteriorating, the question of what to do 
about Japan’s ailing banks is gathering new 
urgency. What is becoming clear is that it is 
not enough to consider the banks in isola- 
tion. For every problem loan there is a trou- 
bled borrower. And the clean-up of these 
borrowers has hardly begun. 

At the moment, the banks and the rest of 
the economy are caught in a vicious cycle. 
Banks have been all too willing to forgive 
debt or to provide new credit lines in order to 
keep deadbeats on their feet, and this has 
hindered the structural reforms needed to 
revive the economy. This, in turn, is sapping 
the banks’ own strength, leaving them reluc- 
tant to take on more risk by lending to the 
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young businesses that should be leading Ja- 
pan out of recession. Despite promises to the 
contrary, domestic bank lending has fallen 
to its lowest level in nine years. 

The banks’ policies are also increasing 
deflationary pressures. Large corporate 
white elephants are slashing prices to main- 
tain day-to-day cashflow, safe in the know- 
ledge that even if this leads to more losses, 
the banks will eventually come to their res- 
cue. This, in turn, is weakening their health- 
ier competitors, whose profit margins are 
being squeezed as they try to match the price 
cuts and remain competitive. 

This cycle must be broken. But the banks 
lack the will to do it. One of the biggest mis- 
takes that the government made during the 
previous injection of public funds into the 
industry was to leave in office all of the bank 
bosses who had caused the problems in the 
first place. The survival of these elders, who 
are naturally loth to admit that their houses 
need cleaning, contrasts sharply with the ex- 
perience in America and South Korea. There, 
scores of top banking executives were 
sacked, and some were even thrown intojail. 

Japan ought to do several things now. It 
should enforce stricter reporting and disclo- 
sure of bad loans; it needs to inject more 
money into the banks so that they can write 
off all their bad debts; and bank managers 
should be sacked, so that new ones can be 
putin their place. 

Temporarily nationalising the 
banks, by declaring them insolvent 
or as having inadequate capital, 
may be the only way to accomplish 
all this. Even with strict supervision, 
the banks will probably find it hard 
as independent entities to cut off fa- 
voured customers, alienate the pub- 
lic, hire better management and ad- 
mit to true shareholder value. 

Reformers such as Yasuhisa 
Shiozaki, an Lp politician, strongly 
believe that such measures need to 
be implemented before the time 
limit on the rescue funds runs out. 
Yukio Edano of the Democratic 
Party of Japan (prj) has a more dra- 
matic proposal which involves 
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temporarily nationalising weak banks, split- 
ting them into “good banks” and “bad 
banks”, and then selling the good bits. The 
proceeds could be used to help deal with the 
bad bits left in the government’s hands. 

Unfortunately, none of these options is 
likely to be taken up. Reformers have been 
sidelined within the Lor. Party elders, fearful 
of upsetting voters, do not want the pro- 
blems that lurk in the banks exposed before 
elections to the upper house in July. Instead, 
the party's mainstream factions are reverting 
tothe idea, discredited years ago, of support- 
ing the stockmarkets. One of their proposals 
would allow companies to buy back their 
own shares until they decide to resell them 
later on. This is a dangerous idea that makes 
iteasier for companies to use inside informa- 
tion to manipulate their own share prices, 
especially in Japan, which lacks a powerful 
securities commission. 

What does the man in charge think of all 
this? Mr Yanagisawa is against stockmarket 
intervention, arguing that not only do such 
schemes rarely achieve their purpose, but 
they could also drive away foreign investors. 
Mr Yanagisawa is also against giving the 
banks any more public money or nationalis- 
ing them. He argues, at least officially, that 
this is because they are so much stronger 
now. Cynics suggest that he does not want to 
nationalise banks because it would be tanta- 
mount to admitting that the previous injec- 
tion of public funds, which he oversaw, was 
a failure. 

Mr Yanagisawa does, however, believe 
that structural and banking reforms should 
go hand in hand, and he is moving to set upa 
committee with the Ministry of Economy, 
Trade and Industry and the Ministry of 
Land, Infrastructure and Transport to moni- 
tor private-sector debt reduction and engi- 
neer bank reform. His measures, though, fall 
short of the real medicine needed to cure Ja- 
pan’s banking ills. Yet if he were to take a 
tougher stance, Mr Yanagisawa would be 
unlikely to find enough political allies to 
back him, atleast not until after the July elec- 
tions. Meanwhile, Marunouchi could burst 
into flames any day. 





A new management team? 
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Deal—making done 


NEW YORK 


The problems at Bank of America lay bare one of banking’s dominant myths, 


that big means better 


T IS a sorry tale for Bank of America and its 

serial bank acquirer, Hugh McColl, who 
announced this week that he will shortly re- 
sign as chairman. Twenty years ago, Amer- 
ica’s banking industry meant thousands of 
small local banks lending to people and 
small businesses in their neighbourhoods, 
plus a few big “money-centre” banks that 
lent to the country’s biggest corporations. 
This multitude of little local banks struck 
politicians and regulators as a study in ineffi- 
ciency. They scrapped the laws that stopped 
banks doing business across state lines, and 
in some cases even within different parts of 
the same state. That helped to trigger a wave 
of consolidation, still far from over, that has 
cut the number of banks in America from 
Over 14,000 to under 8,500, and that made Mr 
McColl’s name. 

More than anyone, he led the charge to- 
wards nationwide banking. In 1983, Mr 
McColl became chairman of the tiny North 
Carolina National Bank (ncns), shortly be- 
fore interstate banking was allowed. He set 
off on a series of deals that reached their cul- 
mination in April 1998, when what had 
come to be called NationsBank bought Bank 
of America. The merged giant assumed the 
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latter’s name, although it remained firmly in 
the charge of the former’s executives, led by 
Mr McColl. It became the first, truly coast-to- 
coast retail bank in the country’s history. 
Measured by number of branches, it is 
America’s biggest bank (Citigroup is larger 
by assets, because of its non-bank opera- 
tions) and is a significant corporate and in- 
vestment bank to boot. 

Mr McColl’s announcement that he will 
retire in April, earlier than expected, follows 
years of disappointing performance at his 
bank, with mounting write-offs for dud 
loans. The combined Bank of America is 
widely regarded in the industry as a beached 
whale. Its share price is too weak to allow Mr 
McColl one final mega-deal: a bid for Merrill 
Lynch, say. Although at the time he got 
countless plaudits, and magazine covers, for 
building America’s biggest bank, Mr 
McColl’s achievements now look suspect. 
The Bank of America thatis his legacy is “suf- 
fering from a combined bout of flu and can- 
cer,” according to Tom Brown, a banking an- 
alyst—the flu being a growing portfolio of 
bad loans, the cancer a fundamentally 
flawed vision. A long-term shareholder in 
Mr McColl’s ever-expanding bank would 


have done far better to have invested in a 
broad index of bank shares, to say nothing of 
better-performing banks. 

Whether his failure is down to personal 
limitations, or to his strategy of building a 
big, nationwide bank, is not yet clear. In his 
defence as a manager, large banks pursuing 
the same strategy achieved similarly poor 
results. One was First Union, a stone’s throw 
from Bank of America’s headquarters in 
Charlotte, North Carolina. Its boss, “Fast Ed- 
die” Crutchfield, Mr McColl’s long-time ri- 
val, took early retirement last year. 

For someone with a reputation as a mas- 
ter deal-maker, it is remarkable that those 
who have profited most from Mr McColl’s 
addiction to shopping have been his com- 
petitors—First Union excluded—as well as 
those who sold their banks to him. Even so, 
he has been handsomely rewarded. Last 
year, when Bank of America’s share price 
floundered, the board voted Mr McColl a 
package worth $80m. Only one of his pur- 
chases was an unalloyed triumph. In 1988, he 
bought the troubled First Republic Bank of 
Texas, in a deal orchestrated by bank regula- 
tors. This was well-timed, for the Texas econ- 
omy recovered soon afterwards. Yet the real 
value in the deal lay in the tax breaks Mr 
McColl won. (In the government, he found a 
worse deal-maker than himself). Thanks to 
them, the bank cost little or nothing. 

Mr McColl’s trademark deals, though, 
generally involved him paying too much for 
too little, and then ruining what he had got 
by cutting costs aggressively in order to jus- 
tify the ridiculous purchase price. In 1986 he 
bought Bankers Trust of South Carolina 
(BTsc), a small bank with a credit-card port- 
folio that promptly bled losses; possibly in 
deference to his superiority as a deal-maker, 
W.W. “Hootie” Johnson, the former boss of 
BTSC, remains a fixture of Bank of America’s 
board. In October 1997 Mr McColl paid $1.2 
billion for Montgomery Securities, one of 
California’s leading investment banks. Most 
of the best investment bankers walked out 
after a series of rows with Montgomery’s 
management, and culture clashes with the 
commercial bankers at headquarters. They 
are now ensconced in the thriving firm of 
Thomas Weisel, run by Montgomery's epon- 
ymous former boss. Though Bank of Amer- 
ica spent a further fortune trying to revive 
the investment bank, Montgomery is nolon- 
ger the serious force it once was in Silicon 
Valley. 

Even more dispiriting was the purchase 
of Barnett Banks, a hugely profitable opera- 
tion in Florida, one of America’s fastest- 
growing markets. Everything that is wrong 
with Mr McColl’s management style be- 
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came clear to analysts in the meeting that 
followed the deal. Asked how he had come 
up with his proposals to cut expenses by an 
astounding 55%, Mr McColl’s defence was 
that extreme pruning was the only way to 
justify the price he had paid for the bank. 
Service fell apart, and customers left in 
droves. This is a pattern—so much so that 
one rival, Northern Trust, a high-end Chi- 
cago-based bank, is believed by analysts to 
have a strategy of opening branches near 
banks that Mr McColl acquires, in reason- 
able expectation of capturing plenty of 
wealthy customers. 

The purchase of Bank of America was 
the culmination of all that went before. Mr 
McColl’s reputation and salary expanded, 
yet his shareholders suffered, customers de- 
fected, and the promised integration of Na- 
tionsBank’s superior technology (for the old 
Bank of America, a prime motive for the 
deal) never happened. Credit standards 
seem to have lapsed badly. In the past year 
Bank of America has written off billions of 
dollars in bad loans to companies, and it is 
expected to be forced to write off billions 
more. Wall Street tittle-tattle has it that there 
may be even bigger problems lurking inside 
the bank, and that if America’s economy 
turns nasty, the bank might even be a candi- 
date for a bail-out by the Federal Reserve. 
Even if Bank of America is “too big to fail”, a 
bail-out still seems implausible. Yet Bank of 
America’s attempts to quash rumours are 
not helped by its reputation for issuing mis- 
leading statements about its performance. 

The record of most other banks that have 
pursued Mr McColl’s strategy strongly sug- 
gests that beyond a certain size any econo- 
mies of scale in operations are easily out- 
weighed by diseconomies in management 
and, especially, by the need to pay over the 
odds to strike a deal in the first place. Perhaps 
a more modern manager might usefully be 
brought to bear upon Bank of America. Mr 
McColl, a former marine, is a lead-from-the- 
top boss of the old school, uncomfortable 
with subordinates who challenge his opin- 
ions. Talented outsiders picked up during 
mergers rarely lasted long. David Coulter, 
the chief at the old Bank of America, was 
anointed as Mr McColl’s heir-apparent, but 
was soon expensively eased out. His actual 
successor is Ken Lewis, one of Mr McColl’s 
longtime lieutenants, who may prove un- 
willing to undo the old general’s work. 

That Mr McColl’s retirement seems to 
have been voluntary, despite his lousy re- 
cord, hardly suggests that Bank of America’s 
board wants to shake things up. Banking an- 
alysts reckon that the individual parts are 
worth two or even three times Bank of 
America’s current stockmarket value. Per- 
haps the bank can be made to work as a 
whole. But so far the verdict on Mr McColl’s 
crusade for bigger banks is that shareholders 
like theirs small. 
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Junk bonds 


Suddenly 
improved 


NEW YORK 


T HAS been a wild nine months for Steven 

Tananbaum, newish head of Goldentree 
Asset Management and, some say, the single 
most astute investor in the market for junk 
bonds. Astute, as far as junk bonds are con- 
cerned, means being able to grasp the mar- 
ket’s manic-depressive qualities. 

Over a short period, investment returns 
can be a deceptive measure of astuteness. 
Many junk investors in the past decade 
loaded up on the junkiest, highest-yielding 
paper and then prayed for a forgiving econ- 
omy. This approach met with some success: 
a case in point is the high-yield mutual fund 
run by Morgan Stanley Dean Witter. Yet such 
funds do appallingly when things turn bad, 
as they did in the second half of last year. The 
manager of Morgan Stanley’s fund is now 
pursuing opportunities elsewhere. 

Mr Tananbaum’s record points to a dif- 
ferent approach. Between 1991 and the spring 
of last year, he managed the single most suc- 
cessful mutual fund for American junk, pro- 
ducing good results when the economy was 
strong and—equally important—coming 
through the periodic panics with little more 
than bruises. Last March he started his own 
investment company. Even as the rest of the 
market tanked, his fund's performance was 
flat. It made a 17% return in the spectacular 
rebound that has taken place in the junk- 
bond market over the past three weeks. 





Appetising young junk for sale 





The market’s nadir at the end of last year, 
says Mr Tananbaum, was defined by what it 
did not do: react to favourable news. For ex- 
ample, a troubled insurer, Conseco, reported 
much-improved profits in mid-December. 
Yet the distressed price of its bonds did not 
budge. At the same time, a communications 
company, United Pan Europe, managed to 
raise $1.4 billion in convertible financing that 
was subordinate to its beleaguered bonds. 
That provided a genuine cushion. The mar- 
ket could not have cared less. 

Typically, America’s credit markets trade 
on a spread above the highest quality issue 
of all, Treasury bonds. By the end of last year 
relationships had broken down. There may 
not have been a single junk-rated bond, says 
Mr Tananbaum, that could not have been 
bought for less than its initial offered price. 
How mutch less depended upon the increas- 
ingly arbitrary standards of a shrinking pool 
of willing buyers. 

On the few bonds for which a market 
was still being made the spread averaged not 
less than nine percentage points over Trea- 
sury bonds, a gap of a size not seen since the 
early 1990s. And, indifferent as the market 
was toward success, it was brutal about fail- 
ure. The price of bonds issued by companies 
such as National Steel and Algoma Steel fell 
by half, after two other steel producers, trv 
and Wheeling Pittsburgh, went into bank- 
ruptcy. If there was acommon strand among 
the worst-hit companies, it was that they 
needed, or would soon need, cash: the very 
thing that financial markets were refusing to 
supply. 

Then, as the year ended, the market be- 
gan to change. Mr Tananbaum says the first 
whiff of optimism came with reports that, 
amongst others, Warren Buffett, the boss of 
Berkshire Hathaway, was hunting for junk. 
Then the Federal Reserve cut interest rates on 
January 3rd. Money started to flow into the 
market from institutions, as well as from in- 
dividuals who, after yanking money out of 
mutual funds at the end of last year, are now 
stuffing it back in. The market has moved vi- 
olently. In the space of a couple of weeks, the 
yield on bonds issued by Global Crossing, a 
large telecoms company, dropped from 13% 
to 9%, a 30% increase in the bonds’ value. 
Traders are once again offering firmer prices 
for junk-bond issues. The environment has 
changed from panic to mere concern. 

The average junk bond now yields 12%. 
That still represents a wideish spread over 
Treasury bonds of 6.5 percentage points. But, 
Mr Tananbaum notes, there is still a strong 
chance that defaults will continue to rise, just 
as they did throughout last year. Typically, 
he says, the junk market peaks or bottoms 
just as the rate of change in defaults (al- 
though not the overall level) is about to mod- 
erate. Translation: the junk-bond market 
may be on the mend, though that cannot be 
said for the economy. 
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The Russian economy 


Kremlin crunch 


MOSCOW 


USSIA faces a slump and renewed infla- 

tion, and the authorities are pursuing a 
policy of “petty hooliganism” in their treat- 
ment of foreign creditors. Thatis not the view 
of a jaundiced investor, or a cranky russo- 
phobe, but of one of the country’s brightest 
economists, Andrei Illarionov. He also hap- 
pens to be chief economic adviser to the 
president, Vladimir Putin. 

The figures suggest that Mr Illarionov is 
largely right in his downbeat analysis. Rus- 
Sia’s recent spurt of economic growth seems 
to be tailing off. Industrial production, 
which had been rising, fell month-on- 
month in both November and December. 
The country is awash with cash, thanks to its 
$60 billion trade surplus. Now, perhaps pre- 
dictably, inflation is nudging upwards. 

Mr Illarionov has taken a hard look at 
the “windfall” delivered by exceptionally fa- 
vourable international conditions for Russia 
over the past couple of years. In 1998 the rou- 
ble sank in value by three-quarters, boosting 
trade competitiveness. The dollar, on the 
other hand, has risen against most curren- 
cies, which has helped Russia to get more for 
its exports of raw materials, which are priced 
in dollars. The prices of oil and gas, Russia’s 
main exports, have been especially high. 
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You are now entering the Russian government 


All things equal, this windfall should 
have boosted Gpr by over 14% last year 
alone, Mr Illarionov reckons. The actual 
growth figure for 2000 was only around 7%. 
So the net impact of economic policy, at a 
time when the government claims to have 
launched serious reforms, has been to pro- 
duce a drag on the economy worth nearly 
eight percentage points. 

Now about half of the competitive gains 
from devaluation have worn off, thanks to 
inflation, says Mr Illarionov. He strongly crit- 
icises the government's fiscal policy, both for 
failing to control spending (non-interest ex- 
penditure is up 28%) and for not raising taxes. 
Only 15% of the “windfall” has been cap- 
tured by the state. Much more has gone on 
imports and in capital flight. 

Mr Illarionov is also scathing about Rus- 





The scent of a scam 


NEW YORK 


RIVING in New York is war, casual- 

ties frequent. What better recovery 
for a car accident’s unfortunate victim 
than to lie in a darkened room, inhaling 
the sweet smells of pungent lotions? And 
what better still than to get somebody else 
to pay for it? 

In recent months, the claims depart- 
ment at a large property-casualty com- 
pany has been getting a growing stream of 
claims for these services, known as 
aromatherapy. “It is a new, creative out- 
growth of the never-ending cycle to treat 
innovatively at our expense,” grumbles 
the claims manager of the company 
which, given the onslaught of innovation, 
is bashful about revealing its name. 

Demand for aromatherapy follows 
the increased popularity of other “alter- 
native” treatments—techniques that are 
not often taught in schools of western 
medicine. Among the most common are 
acupuncture, massage, and chiropractic 
services. At the very least, it can be a pleas- 
ant way to spend an afternoon. It may 
even help. “Soft-tissue” injuries, particu- 





larly those around the neck, are notori- 
ously hard to diagnose and repair with 
any precision. With great gaps in knowl- 
edge still remaining, medicine remains 
part-art. Do insurance companies really 
know where to draw the line between 
scam and need? 

Suffice to say that they would like to 
try. What angers the insurers about the le- 
gal status of treatment in New York is that 
many claims must be paid, no questions 
asked. Far from being pre-approved, bills 
are submitted months after the “treat- 
ment” has taken place. The “personal in- 
jury protection” portion of New York’s 
no-fault car-insurance law is unpermis- 
sably permissive, in contrast to tough 
policies set in other states. 

Perhaps it is not surprising that claims 
under New York’s generous policy are 44% 
higher than the national average, accord- 
ing to the New York Insurance Associa- 
tion. These higher costs, it goes without 
saying, translate into higher premiums. 
Don’t bother fretting about this. Call it an 
accident of fate, and try breathing deeply. 





sia’s footdragging over repaying the Paris 
Club of government creditors. Paying off the 
country’s debt would not only boost the 
country’s image abroad, he argues, but bring 
healthy economic benefits too, by soaking 
up the inflationary cash sloshing around the 
system. The current policy is “pointless van- 
dalism”, like smashing up a telephone box. 

Mr Illarionov’s pessimism is a healthy 
corrective to the tone of the government and 
of investment bankers who hope that Mr 
Putin’s heavy-handed regime might at least 
mean more profits for them. Yet it puzzles 
those trying to fathom what the Russian au- 
thorities are up to. Although Mr Illarionov 
insists he is not criticising the prime minister, 
or even the government, his caustic remarks 
have undermined both the Russian negoti- 
ating position with the Paris Club, and the 
official line that things are improving. 

One simple explanation is that Mr Illa- 
rionovisan honest and clear-thinking econ- 
omist who like to tell things as they are. But 
why now, and why so loud? Advisers to 
presidents, especially those with something 
worrying to say, tend to whisper it. 

Another theory is that the Kremlin, 
where Mr Illarionov works, is preparing the 
ground for a government reshuffle. A lead- 
ing casualty in that might be the prime min- 
ister, Mikhail Kasyanov, who is a master of 
bruising debt negotiations, but shows little 
understanding of economic reform. Other 
government ministers, better known for 
their personal financial planning than for 
their political abilities, face the chop, too. 

A third explanation is that Mr Illarionov 
is fed up. Although he says he sees Mr Putin 
frequently, his own office is tellingly small 
and out of the way. His recent outbursts, 
coupled with a German threat to chuck Rus- 
sia out of G8 rich-country summits, seem to 
have had some effect on Russia’s approach 
to the Paris Club. Mr Putin has told the gov- 
ernment to think about how it can pay, and 
there are signs that this year’s budget may be 
revised to try to find the money. Yet there is 
little sign of serious reform elsewhere. “I’m 
always hoping to be sacked, and I’m disap- 
pointed to be here still,” says Mr Illarionov. 
Perhaps he is joking, perhaps not. 
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Asbestos claims 


A trail of toxic 
torts 


NOTHER act has begun in a show that 
most people thought had closed long 
ago: litigation over illnesses linked to expo- 
sure to asbestos, a fire-retardant. This month 
Chester Street Insurance, a British insurer, 
collapsed because of growing asbestos 
claims. Last year several high-profile insur- 
ers went under in America. It is now clear 
that this newest act has some way to go. 

The first asbestos-related lawsuit was 
filed in 1966, in Beaumont, Texas. At first, 
claims were relatively small: personal-injury 
claims of workers at asbestos mines or 
manufacturing plants, for example. Then 
claims began against installers of asbestos 
products in buildings. In 1982 Johns Man- 
ville, the largest asbestos producer in Amer- 
ica, filed for bankruptcy. As claims against 
companies mounted, so the companies 
turned to their insurers, something encour- 
aged by American judges when they learnt 
that the insurers were often British. 

That was because so many insurers were 
part of Lloyd’s of London. In the five years to 
the end of 1992 Lloyd’s lost £8 billion ($14 bil- 
lion), thanks largely to asbestos-related 
claims. The market survived only because of 
aradical reorganisation that hived Lloyd’s of 
London’s long-term liabilities off into a re- 
insurance vehicle named Equitas. Now 
Equitas is preparing for a new surge in asbes- 
tos claims. It boosted its net claims reserves 
by £71m last year and will boost them again 
this year. 

Few people expected a new wave of as- 
bestos-related cases. Many former asbestos 
producers are bankrupt. Asbestos is no lon- 
ger used in rich-world workplaces. Most 
workers who contracted serious illnesses— 
lung diseases and mesothelioma, a painful 
form of cancer—have died. And most of the 
survivors have been paid off. 

So why the renewed zest for litigation? 
Partly because of a rise in the number of 
claims by workers with less obvious signs of 
asbestos-related illnesses, many of which 
take years to develop. Besides, asbestos liti- 
gation in America is a lucrative source of in- 
come for lawyers. Over the past few years, 
plaintiffs’ lawyers have widened the hunt 
for compensation, by going after companies 
with only a passing link to asbestos. Last year 
Pittsburgh Corning (glass insulation), Bab- 
cock & Wilcox (boilers), Armstrong World 
Industries (building products), and Burns 
and Roe (engineering and construction) 
went bankrupt, citing asbestos claims as the 
reason. All four firms either used asbestos in 
the workplace, or transported asbestos- 
linked products. This year GAF Corporation, 
one of the largest surviving asbestos produc- 
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ers, filed for bankruptcy. Another 2,000 
companies face some form of asbestos law- 
suit, including 1m and Ford. 

This is all bad news for insurers. The past 
two decades of losses were covered under 
“product-liability” sections of companies’ 





general insurance policies, most of which set 
limits to insurers’ liabilities. Now an increas- 
ing number of “non-product” claims are be- 
ing made under so-called “premises and op- 
erations” sections of general policies. This 
type of risk is usually covered without limits 
to insurers’ liabilities. So the potential claims 
could conceivably be on a scale to match the 
Lloyd’s disaster of a decade ago. 

The insurance industry seems ill-pre- 
pared for the hits tocome. Only a minority of 
large property and casualty insurers have in- 
creased reserves to meet a potential flood of 
asbestos claims, warns A.M. Best, an agency 
that rates insurers. The industry is late in 
addressing its growing asbestos exposure 
partly because of its already weakened fi- 
nancial condition, brought about by large 
underwriting losses and cut-throat rate wars 
in recent years. 

Unsurprisingly, companies hit by asbes- 
tos claims, along with their insurers, have 
lobbied Washington to contain the damage. 
Legislation has been drafted in their favour, 
yet a proposed “Fairness in Asbestos Com- 
pensation Act” has languished. The whip- 
ping boys hope fora revival of the draft legis- 
lation under the new, more business- 
friendly (and anti-trial-lawyer) Republican 
administration. But the supreme court ruled 
unhelpfully in 1999, when it rejected a multi- 
billion dollar class-action settlement of 
claims against Fibreboard, an asbestos pro- 
ducer. It deemed that the company and its 
insurers could not negotiate a class settle- 
ment that might be exhausted before all 
claims were paid. 

Some believe that the fears over the im- 
pact on insurers of the disreputable, flaky 
mineral are overdone. Berkshire Hathaway, 
a conglomerate controlled by Warren 
Buffett, Omaha’s billionaire investor, re- 
cently bought 15% of usc, a maker of wall- 
board that is in legal trouble over the use of 
asbestos. The stockmarket had marked the 
shares of usc down by two-thirds, but the 
company reckons on only a threefold in- 
crease in its asbestos-related payouts over 
the next two years. Others in the industry 
think that may be too optimistic. 
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Sustainable growth 


Green and growing 


What is environmental sustainability, and how can you measure it? 


OW are prosperity and greenery re- 

lated? It has been a combative and so 
far undecided issue among environmental- 
ists and economists, made the more so by the 
poor quality of most environmental data. 
Now a team led by Dan Esty of Yale Univer- 
sity, with support from Columbia Univer- 
sity and the World Economic Forum (WEF), 
hopes to fill that information gap, and per- 


haps to help answer the broader question, 
too. Their team has developed the Environ- 
mental Sustainability Index (Es1), a detailed 
assessment of dozens of variables that influ- 
ence the environmental health of economies 
(see chart). The team released its rankings of 
122 countries this week, to coincide with the 
forum’s schmoozathon of businessmen and 
political leaders at Davos, in Switzerland. 
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The devil is, of course, in the detail. For a start, 
defining “environmental sustainability” is a 
tricky task, on which the rest of the exercise 
hangs. The researchers point out that politi- 
cians have bandied the term about for years, 
but have not thought to measure it—though 
it is less woolly than the (no less bandied- 
about) idea of “sustainable development”. 
Mr Esty and his researchers sorted 
through 67 separate variables that it reck- 
oned could influence environmental sus- 
tainability, ranging from sulphur dioxide in 
the air to corruption. They devised 22 “core” 
indicators for the esi, made up of those vari- 
ables, which they weighted equally for the 
purpose of the country rankings. These 
range from eco-efficiency, to population 
stress, to the responsiveness of the private 
sector. They found that the indicators clump 
together naturally into five broad areas: 
¢ Environmental systems. This assesses 
whether biodiversity and other measures of 
environmental well-being are at healthy 
levels, and whether they are improving 
rather than deteriorating—for whatever 
causes. 
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«Reducing environmental stresses. 
This judges whether human impact is low 
enough not demonstrably to harm environ- 
mental systems. 

e Reducing human vulnerability. This 
measures how susceptible people’s basic 
needs (such as health and nutrition) are to 
environmental disruptions. 

* Social and institutional capacity. This 
weighs up whether the country has in place 
institutions and underlying social patterns 
of skills needed to cope with environmental 
challenges. 

e Global stewardship. This considers 
whether countries work well on cross-bor- 
der issues such as global warming, ozone de- 
pletion and acid rain. 


Quantitative quagmire 

What light does the new Es! report shed on 
all this? One finding is that there is consider- 
able variation in environmental sustainabil- 
ity among countries at similar stages of 
economic development. Wealth certainly 
matters: per-head income is highly corre- 
lated with the es1’s rankings. It is absurd to 
expect Haiti, which is deforested, to pursue 
green goals as keenly as Finland. But there is 
no reason it should not aspire to the relative 
greenery of comparably poor Cameroon. 

Astriking result is that the variable with 
the greatest correlation with greenery is cor- 
ruption: the less corrupt a country is, what- 
ever its income level, the more likely it is to 
score high in the rankings. Mr Esty reckons 
that corruption (measured by Transparency 
International, an anti-corruption group) is a 
proxy for lots of other things, such as the rule 
of law and the protection of property rights, 
that have a big influence on how individuals 
treat natural resources. 

Interesting, yet nagging doubts remain 
about the methodology. For a start,one inev- 
itable doubt that any such country-by- 
country analysis faces is that environmental 
problems rarely fall neatly within a single 
country’s boundaries. Problems may be 
global or cross~border—or even highly lo- 
cal—in nature. Another doubt about coun- 
try rankings is that headline-grabbing hype 
may overshadow the substantive analysis 
that backs up such rankings. 

A tricky challenge for the cross-country 
comparisons is to decide how to weigh each 
indicator. Global warming may mean a lotto 
Finns, but people in the poor world’s filthy 
cities care much more about local air or wa- 
ter pollution (see table). The Est gives equal 
weight to all its 22 indicators, an approach 
that is sure to please no one. The authors ac- 
cept this criticism, but explain that their da- 
tabase will soon be available on CD-ROM. 
Critics will then be able to use whatever 
weightings they prefer. 

Another challenge remains the paucity 
of good data. By forging ahead anyway, the 
report risks lending a quantitative gravitas to 
conclusions that are based on still-sketchy 
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data. The researchers sometimes used com- 
puter models; at other times, they made edu- 
cated guesses. Huge data gaps remain in ar- 
eas such as toxic waste, lead poisoning and 
natural-resource subsidies. The authors jus- 
tify this by arguing that they have created a 
framework that exposes the data deficien- 
cies, and so spurs others to remedy them. Fu- 
ture versions of the report, they point out, 
can only get better. 

One of the more surprising findings of 
the rankings is the low score received by Sin- 
gapore, which prides itself on being the “gar- 
den city of the east”—and on coming at or 
near the top of most international rankings. 
Equally surprising may be the relatively high 
score for Russia, infamous for its pollution 
inherited from the Soviet era. In Singapore’s 
case, the authors reject suggestions that a 
heavily populated city-state crammed on to 
a small island meets unduly harsh judg- 
ment. On the contrary, they point out, their 
framework is weighted towards only coun- 
tries’ populated parts, so that countries with 
large, empty tracts, such as Russia, are not 
unfairly rewarded. That is why their analysis 
in general shows only a weak link between 
esI score and land area. Ditto, population 
density. 

Yet even after such adjustments, Singa- 
pore scores poorly, because its environmen- 
tal situation is precarious. The authors argue 
that they wish to illuminate precisely how 
such places are approaching the limits of 
environmental sustainability. In Russia's 
case, the authors acknowledge, the ranking is 
surely inflated. They point to faulty and 
missing data as the culprits. They have tried 
to fill in some gaps, but they have not re- 
placed even dubious official sources of data 
with unofficial ones, fearing the poor prece- 
dent: it would be impossible to replicate for 
all countries. 

As that unsatisfying compromise high- 
lights, the est is deficient in several important 
ways. Alas, it also does not provide a defin- 
itive answer to the really big questions about 
the causal linkages between greenery and 
growth. However, Mr Esty argues, “the chief 
virtue of this index is that it begins the pro- 
cess of shifting environmental debates on to 
firmer foundations, underpinned by data 
and a greater degree of analytic rigour.” On 
that more modest measure, the gst is a 
thoughtful step in the right direction. 
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The difference that choice makes 


When American parents exercise choice in education, interesting things 
happen: public schools work better, demand for private schools subsides, 
good teachers do well and bad ones don’t 


HE prospects for school vouchers in 

America, to create a kind of market in 
publicly funded education, look bleak. 
President Bush had said he was keenon the 
idea, but the education plan he proposed 
this week fails to take the idea very far, and 
what little it proposes on vouchers seems 
certain to be dropped in the end (see page 
33). This is a shame—or so, at any rate, some 
fascinating new work on the effects of 
school choice suggests. 

Caroline Hoxby of Harvard University 
has been working on different aspects of 
this issue for some time. Ms Hoxby’s work 
inspires a kind of awe among many econo- 
mists: for its clarity, its empirical thorough- 
ness, and its wonderful ingenuity in find- 
ing ways to answer hard questions. Even if 
school choice were an issue that did not 
matter, her work would be justly admired. 
And. it so happens that school choice is 
something that matters a lot. 

In theory, Ms Hoxby says in her most 
recent published work*, the effect of pa- 
rental choice on school-system perfor- 
mance is uncertain. On one hand, choice, 
leading to competition among schools, 
should encourage productivity, just as it 
does in other markets. On the other, 
schools may sort themselves in such a way 
that “good peers are not in contact with 
those who would benefit from them 
most”, leaving the system as a whole worse 
off. That may be true; whether it would be 
a legitimate reason to deny choice seems 
doubtful—“you must stay in this bad 
school because you are helping other pu- 
pils” is not a liberal doctrine. Still, this 
plainly does have a bearing on the assess- 
ment of effects. Given the countervailing 
influences, whether choice improves edu- 
cation is an open, empirical question. 

In answering it, Ms Hoxby begins by 
noting that (a) various kinds of school 
choice already exist across the United 
States and (b) one of these is especially sus- 
ceptible to econometric investigation. 
Some cities have lots of school districts; 
some do not. In the first group, parents 
have greater effective choice than in the 
second: they can exercise it by moving 
more readily out of one district and into 
another, a process of choosing with your 


* “Does Competition Among Public Schools Benefit Stu- 
dents. and Taxpayers?” American Economic Review, De- 
cember 2000. t “Would School Choice Change the 
Teaching Profession?” neer Working Paper 7866 (http:// 
papers.nber.org/papers/W7866). 





feet that economists call “Tiebout choice”. 

This, it turns out, is an econometrically 
promising idea. Often, policy on other 
kinds of school choice (as when, say, a dis- 
trict decides to let parents choose among 
schools within its area) is influenced by 
school performance. When that happens, 
cause and effect get muddled up: it is hard 
to know how much choice is affecting per- 
formance, and how much vice versa. But 
Ms Hoxby suspects, and confirms, that the 
number of districts in any area depends 
heavily on historical circumstances. In this 
case, causation runs mainly from choice to 
performance. (And to the extent that this is 
not so, she takes ingenious steps to allow 
for the fact and neutralise it.) The upshot is 
that Tiebout choice can be explored with 
confidence for its effects, one way or the 
other, on school performance. 


Competition works 


What then are the findings? Mainly, that 
choice improves performance. Achieve- 
ment, measured by test scores and stu- 
dents’ future earnings, is higher when there 
is more choice among districts. To see the 
scale, compare a city like Miami (at one ex- 
treme, with just one district covering al- 
most all the metropolitan area) and Boston 
(at the other, with 70 districts within a 30- 
minute commute of downtown): that big 
an increase in choice is associated with an 
improvement in attainment of 1.4 grades 
and an increase in young adult earnings of 
15%. And remember thatchoicein this form 
is presumably a milder stimulus than 
would be choice in the form of, say, an ade- 
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quately funded voucher scheme. 

Four other results stand out. First, 
choice reduces spending on education— 
the improvement in performance is 
achieved at lower cost. Second, it has the 
biggest effects on school productivity in 
states where districts have greater financial 
independence. Third, it reduces demand 
for private education: “policies that reduce 
choice among districts (district consolida- 
tion) or the benefits of choice (more state 
control of spending) are likely to increase 
the share of students in private schools and 
reduce the share of voters who are inter- 
ested in the general well-being of public 
education.” Fourth, the effects barely differ 
as between prosperous families and poor 
families (or white families and black fam- 
ilies). The view that greater choice favours 
the rich at the expense of the poor gets no 
backing. Everybody gains. 

Except bad teachers. In another papert, 
Ms Hoxby provides an interesting footnote 
on the implications of greater choice for 
teachers—whose unions are, of course, 
trenchantly opposed to most ways of in- 
creasing competition among schools. 
Greater choice (measured more broadly 
now: the econometric issues are different) 
is found to increase the demand for teach- 
ers who are better qualified, or went to bet- 
ter colleges, or have good maths and sci- 
ence skills, or are willing to work longer 
hours than their contracts require. Note 
that schools which operate under greater 
choice donot necessarily pay their teachers 
more (charter schools, for instance, pay less 
than average), but what they pay varies 
more with teacher quality. Such schools re- 
tain well-qualified teachers for longer than 
do schools facing less choice. 

Choice appears to have much in its fa- 
vour. Everything, maybe, except to the 
lower orders of the teaching profession and 
the massed ranks of elected politicians. 
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Making the complex simple 


SANTA FE 


In the early 1990s, the science of complexity made a big noise but cast little 
light. Now its chastened practitioners are having another go 


AOST of the things that go on in the 
world seem intractably compli- 
cated—far too difficult ever to be able to 
predict. The stockmarket, the weather, hu- 
man behaviour, life and so on all seem to 
suffer from a refusal to submit to prophesy. 
Because so much of the world that interests 
people works this way, science is now asking 
a question that seems paradoxical: is there 
anything simple about complexity? 
Complexity research has at- 
tracted a lot of attention, but the 


early 1990s, a wave of work in the 
field concentrated on computer- 


based experiments that were novel, lene 
but not clearly relevant to the real {À HON 
world. Complexity science prom- ANS 


ised much, but ultimately delivered # 
relatively little. Many therefore dis- E 
missed it as mere handwaving. 

To try to change this image, a 
workshop held earlier this month in 
Santa Fe, New Mexico, and spon- 
sored by the Institute for Complex 
Adaptive Matter, gathered together 
a diverse group of researchers. Their 
task was to examine the ways in 
which complex systems are similar 
to one another, and the ways in 
which they differ, and to try to work 
out how that knowledge might be 
used to conduct experiments that 
would illuminate real problems. 


N 


Ş 


Stooping to conquer 
Part of this new-found humility on 
the part of the gurus involves trying 
to understand the complexities of 
relatively simple systems. Some 
early complexity researchers used to think 
they could solve life at one go. John Sarrao, of 
Los Alamos National Laboratory, is content 
with studying correlated-electron matter. 
This form of matter is different from the 
more familiar type, in that the properties it 
exhibits (notably superconductivity) result 
from many of its electrons organising them- 
selves collectively. A single atom of copper is 
still a piece of copper. But there is no such 
thing as a single atom, or single electron, that 
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is superconducting. That makes correlated- 
electron matter a complex system. And be- 
cause superconductivity has practical appli- 
cations {it means that an electric current can 
flow without resistance, albeit only at very 
low temperatures), it is worth studying. 

The magnetic and conducting properties 
of the materials that Dr Sarrao is examining 
are intimately connected—a surprise, since 
superconductivity and magnetism are usu- 
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ally thought of as antithetical to each other. 
Traditional superconductors are metals. 
These superconduct only when cooled to a 
temperature near absolute zero. But those 
magnetic and conducting properties tum 
out to be the same in a wide range of differ- 
ent correlated-electron materials, including 
so-called “high-temperature superconduc- 
tors” (which are made of ceramics, and do 
their stuff in the relatively warm embrace of 
liquid nitrogen), and a group of organic mol- 





ecules that also superconduct at relatively 
high temperatures. 

According to Dr Sarrao, if the essential el- 
ements that give these seemingly different 
materials similar properties could be ex- 
tracted, a model of superconductivity that 


transcends specific materials could be con- 


structed. That might make it possible to de- 
sign from scratch substances with particular 
features—things that superconduct at room 
temperature, for example. 

This desire to find essential elements in 
common extends to searching for deep par- 
allels between physics and biology. Com- 
puting, for example, is traditionally the 
province of physicists. The electrons and 
photons used for data processing are cer- 


tainly part of their realm. But cells process: | ‘ 


data, too. And Robert Laughlin of Stanford 
University proposes an interpretation of the 
way that pna (the material in a cell’s nucleus 
of which genes are made) is tran- 
scribed into RNa (the material that 
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the restof the cell) that might be the 
basis for a kind of binary digital 
computation in cells that biologists 
have not thought of before. . 

Other bits of biology are coming 
under the complexity folk’s seru- 
tiny. James Shapiro and his col- 
leagues at the University of Chicago 
have been studying a common gut 
bacterium called Proteus mirabilis, 
As they migrate over solid surfaces, 
colonies of Proteus produce aston- 
ishingly beautiful, circular, terraced 
structures. Dr Shapiro has found 
that these patterns are not actually 
functional. Instead, they are an 
“emergent property” that results 
from a simple strategy that the bac- 
teria use to escape from their neigh- 
bours and thus to avoid overcrowd- 
ing. That may sound esoteric, but 
the results should help researchers 
to understand the ways that bacte- 
ria spread in nature, illuminating 
problems as diverse as disease, wa- 
ter treatment, corrosion, and the 
formation of certain metal ores. 

All good, practical stuff. But some old 
dogs cannot be taught new tricks, and the 
“whatis life” question is not going togo away 
that easily. George Whitesides and his col- 
leagues at Harvard University have been in- 
vestigating it, by making models of some of 
the attributes of living things. 

One thing that all the processes of life 
seem to have in common is that they dissi- 
pate energy to create order. In the spirit of 
connecting diverse fields, Dr Whitesides is 
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trying to replicate this phenomenon, not in 
biochemistry, but in mechanics. He and his 
group are scattering collections of tiny ob- 
jects such as metal discs and beads a mil- 
limetre or so across on dishes of liquid, and 
spinning them with magnetic fields. The idea 
is to see whether such primitive “systems” 
can spontaneously generate some sort of or- 
der, and whether such order is predictable. 

Some of the patterns produced are, in- 
deed, predictable from the existing laws of 
mechanics. But others are totally unex- 
pected—another example of emergent 
properties. According to Dr Whitesides, the 
whole point is to design systems that do 
something new, and then to learn from 
them. He would like to understand a set of 
such systems well enough to be able to build 
feedback into them. That, he reckons, should 
allow the patterns to “evolve”—another 
characteristic of living things. 

Anartificial creature made of metal discs 
and beads may be stretching the imagina- 
tion a bit. But even the newly practical men 
and women of complexity need to be al- 
lowed a bit of fun. Whether they will ever be 
able to predict the vagaries of the stockmark- 
et is a different question. But if you see one of 
them on a sudden spending spree, you may 
draw your own conclusions. 
= 





Recycling 


In the black 


ELEVISIONS. Car bumpers. Computers. 

Telephones. They may be a bit more ex- 
pensive than your typical soft-drink bottle, 
but their plastic is just as recyclable. Until re- 
cently, though, only the bottles have tended 
to be recycled. With good reason: each bottle 
is made of only one type of plastic, which 
makes them easy to sort and profitable to re- 
use. The mixture of plastics in more compli- 
cated goods poses problems. 

Consumer-electronic devices, such as 
telephones, are made up of as many as 15 dif- 
ferent kinds of plastic. A black plastic, say, 
for the case; a different black plastic for the 
numbered buttons; a grey plastic for the “re- 
dial” button; and so on. Taking apart and 
sorting these would be time-consuming 
enough even if all that had to be done was to 
separate by colour. But plastic must be 
sorted by its chemical composition as well, 
and this is where the biggest problem lies. Itis 
also where Edward Grant comes in. Dr Grant 
is a chemist at Purdue University in Indiana, 
and also boss of a company called Spectra- 
Code. He and his colleagues have created a 
device that can sort plastics, black or other- 


wise, according to their chemical compo- 
sition—and in as little as a hundredth of the 
time required by today’s sorting methods. 

Each type of plastic has its own signa- 
ture. This is its “absorption spectrum’—a 
pattern of frequencies of infra-red light, in- 
visible to the eye, that is absorbed when the 
rest is reflected from its surface. Traditional 
plastic-sorting devices exploit these signa- 
tures to determine what type of plastic 
something is made of. But black things ab- 
sorb so much light that conventional sorters 
cannot distinguish among them. The easiest 
thing, therefore, is to throw them away. 

The second-easiest, however, is to delve 
further into the infra-red spectrum. Here, 
plastics that are black to the eye actually re- 
flect a reasonable amount of light, so it is 
possible to get a meaningful absorption 
spectrum. Some sorters work this way. But 
they have problems. This sort of “mid-infra- 
red” light is hard to generate as a powerful 
beam, and the detectors available to analyse 
it are less sensitive than those used for infra- 
red that is nearer to the visible spectrum. So 
each item has to be scanned for a long time— 
sometimes as long as seven seconds—to ob- 
tain a meaningful result. The plastic must 
also be flat and smooth for the reading to be 
accurate, and the object must be brought to 
the machine (which is not very portable) for 





D? you dab on a little cologne this 
morning? Using scent to make your- 
self more attractive is nothing new. People 
have been dousing themselves with fra- 
grances sinceat least the time of the ancient 
Egyptians. But, perhaps surprisingly, no- 
body really knows why. 

The general assumption is that per- 
fume is a form of olfactory camouflage for 
foul body odour. But research by Manfred 
Milinski of the Max Planck Institute in 
Ploen, Germany, and Claus Wedekind of 
the University of Edinburgh, to be pub- 
lished soon in Behavioral Ecology, sug- 
gests the reason could be the opposite: to 
underscore a person’s existing smell. 

Dr Milinski and Dr Wedekind asked 
137 students (of both sexes) at the Univer- 
sity of Bern to sniff a range of 36 odours. 
These included such familiar fragrances as 
rose and geranium—but also more exotic 
ones such as ambergris, a substance regur- 
gitated from the intestines of sperm 
whales, and musk, which is scooped from 
an Asian deer’s abdominal gland, both of 
which are prized perfume ingredients. 

The students were asked to decide if a 
particular fragrance was suitable for them- 
selves, ranking it from “pleasant” to “un- 
pleasant”. Then they were asked to repeat 
the experiment, this time asking whether 





Cor, you don’t half smell 


each smell would be appealing on a mate. 

Previous work has shown thata cluster 
of genes called the major histocompatibil- 
ity complex, or MHC, helps to determine 
body odour. The muc is part of the im- 
mune system, and varies from individual 
to individual, although relatives have more 
similar mucs than do the unrelated. 

In mice, individuals are known to use 
this information when they are choosing 
mates—presumably to avoid inbreeding. 
And in the past Dr Wedekind has found 
evidence suggesting that this may be true 
of people, too. He and Dr Milinski there- 
fore took blood samples from their volun- 
teers, in order to analyse their MHC genes. 
They reckoned that, if people were choos- 
ing perfumes to augment their own natural 
smells, then those with similar MHC genes 
would tend to prefer the same scents. 

And that is precisely what they found. 
The results were strongest for those who 
had the genes known as HLA-A1 and 
HLA-A2 in their complexes. People with 
HLA-A1, for example, tended to dislike am- 
bergris and musk, while those with 
HLA-A2 rather liked them. There was no 
association, however, between a person’s 
MEC and the kind of scent they preferred 
to smell on a mate—a reasonable observa- 
tion, according to Dr Milinski, since any- 





Nice, but does it match my MHC? 


thing other than “self” could smell appeal- 
ing on a partner. 

These results are quite in keeping with 
perfume history, according to Dr Milinski. 
In medieval times, professional perfumers 
would concoct personal scents for their cli- 
ents from six to eight special ingredients. A 
daughter would inherit a few of those in- 
gredients from her mother. He also points 
out that, despite the fact that perfume 
companies come out with new products 
every year, the ingredients remain largely 
unchanged—and still include many sub- 
stances identified in Biblical perfume reci- 
pes. That which we call a rose, by any other 
name might smell as sweet. But only if the 
right person is wearing it. 
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“analysis, which takes yet more time. 

DrGrant first tried to overcome this with 
a point-and-shoot system, in which he 
brought the analyser to the plastic instead. 
Using an instrument similar to the scanning 
bar-code guns at supermarket checkouts, 
this machine analyses black plastics with a 
laser. The laser beam in the scanner shoots a 
steady stream of photons, all of the same fre- 
quency, at the plastic. One photon in a mil- 
lion comes away with a different frequency 
from the one that it arrived with because it 
changes the structure of a chemical bond in 
one of the plastic’s molecules. That new fre- 


Topology and neurology 





quency therefore depends on the compo- 
sition of the plastic. 

With this early model, the laser had to be 
set on low power to stop the plastic over- 
heating, or even catching fire. That reduced 
the number of photons emitted every sec- 
ond, thus increasing the time it took to ana- 
lyse an object to ten seconds. But Spectra- 
Code’s new probe employs a technique that 
Dr Grant calls “distributed focusing”. With 
this, the scanning beam is not directed at any 
single spot, but moves around, so the plastic 
does not burn. That means the laser can op- 
erate at a much higher power, and thus get a 





Navigating your mind 


NEW ORLEANS, 


A 19th-century mathematical technique is making it possible to map the 


details of people’s brains 


OUR neurologist would love to flatten 

your brain. Not physically, you will be 
glad to know, but mathematically. For, just 
as the exploration of the earth’s surface (a 
sphere, more or less) required the creation of 
appropriate flat maps, so, too, does the ex- 
ploration of the surface of the brain. 

Itis not that hard to convert a sphere into 
a plane, provided that you are clear about 
the compromises you are prepared to make. 
The Mercator projection, for example, pre- 
serves shapes and angular relationships at 
the expense of areas—so that the polar re- 
gions look far too large in relation to the 
equatorial ones. Flattening out the convo- 
luted surface of the brain requires more 
compromises than that. But Monica Hurdal 
of Florida State University thinks that she 
has made them in an acceptable way. At the 
recent joint annual meetings of the Ameri- 
can Mathematical Society and the Math- 
ematical Association of America in New Or- 
leans, she presented her work on 
“quasi-conformal maps of the human brain 
from circle packings”. 

Brains do most of their information- 
processing on the surface—or cortex, as it is 
known neurologically. So species that, in the 
course of evolution, have come to need more 
brain-power, have developed brains with 
creased, convoluted cortexes that pack more 
surface area into the same volume of skull. 


This makes it hard for researchers to see ex- 
actly which parts of the cortex are doing 
what, and how they are related to one an- 
other. So, although it is possible to put some- 
body into a brain scanner, set them a task, 
and see which bits of their cortex light up 
with activity, areas that look adjacent in an 
image produced by the scanner may, if they 
havea deep fold between them, actually bea 
long way apart. 

Thatis where a map—a flattened version 
of the brain showing exactly where on its 
surface the activity is taking place—would 
come in handy. It would, for preference, bea 
projection that preserves shapes, like Merca- 
tor’s. And this is indeed possible, according 
to Dr Hurdal, using a law of geometry known 
as the Riemann mapping theorem that was 
first enunciated in 1854. 

This theorem says that every continuous 
surface can be turned into a special kind of 
flat map, called a conformal map. Such a 
map means that if you have two angles on 
the original surface, and one is twice as large 
as the other, the first angle will remain twice 
as large as the second even if the actual num- 
ber of degrees in each angle changes. This is 
not quite as good as keeping every angle the 
same, as with Mercator’s projection, but it is 
good enough for neurologists who want to 
steer between bits of the cortex. 

To prove her point, Dr Hurdal showed 
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result faster. Like the earlier model, this ver- 
sion can be used on plastics of any colour, 
but itis particularly good at dealing with the 
black stuff. Unlike the earlier model, it recog- 
nises the plastic that it is pointed atin a tenth 
of a second. 

Although the new device has yet to hit 
the market, SpectraCode has already begun 
taking orders for it, and will deliver the first 
shipment in early April. That could be good 
news all round. The faster a plant can iden- 
tify and sort its plastic, the more money it- 
should make—giving it a much better chance: 
of operating in the black, ce 





her audience a map of part of the brain, =- 
called the cerebellum, of a hapless student ` 
who had been induced to undergo no fewer 
than 27 brain scans. The upshot of this scan- 
ning was a high-quality three-dimensional 
image, to a precision of one millimetre in 
each direction. This level of precision al- 
lowed her to distinguish precisely between. 
the “white” matter of the brain’s interior, © 
and the “grey” matter of its cortex. The result 
was a network of 50,000 cortical points, each 
connected to its nearest neighbours by a line. 
Dr Hurdal thus ended up with a landscape, 
still convoluted, of triangles. 

The hard part was flattening this net- 
work of triangles. But an older theorem, go- 
ing back to the ancient Greeks, states that 
you can always draw three circles around 
the comers of a triangle so that each one just 
touches the other two. Since any two of these 
circles will also belong to a neighbouring tri- 
angle, if you have thousands of triangles ina 
flat plane, you can have a perfect packing of 
that plane by thousands of circles. 

Unfortunately, the triangles that repre- 
sent the surface of a brain are not in a flat 
plane, so the touching circles drawn in each 
of them will stick out. But there will still, ac- 
cording to the Riemann theorem, be a un- 
ique way to move all the points until they 
settle down with the circles into a well- 
packed plane. The result is, to a good ap- 
proximation, a conformal map. 

Navigation, however, also requires a ref- 
erence grid. On the earth’s surface, this is de- 
rived from two fixed points (the poles) anda 
line (the equator). In the cerebellum, the 
equivalents of these have to be bits of anat- 
omy that can be recognised in everybody's 
version of the structure. Fortunately, al- 
though much about the cerebellum is mys- 
terious, enough is known for such features to 
have been identified. 

Once brain-navigation becomes routine 
(with luck, without the need for 27 separate 
scans), it will be possible to track changes ina 
brain over time. It will also be possible to 
compare the brain maps of individuals, even 
if everyone's cortex is folded slightly differ- 
ently. And that should lead to some interest- 
ing voyages of neural discovery indeed. 
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BOOKS AND ARTS 


A long and winding trip 


Hollywood, for good or ill, acts as educator as well as entertainer. It has never 


worked out a clear message on drugs 


LADIMIR NABOKOV, who understood 

Hollywood’s appetite for happy end- 
ings, once remarked that there were never- 
theless two plot-lines that it would not toler- 
ate. One was the marriage of an inter-racial 
couple who live happily ever after. The other 
was the story ofaconfirmed atheist who dies 
painlessly in his bed at the age of 102 after a 
full and fruitful life, surrounded by children 


come by. Purportedly the biopic of an 
opium-crazed snake-oil salesman, “Nar- 
cotic” was really an excuse to depict a dope 
party, where addicts snort, inject, flash their 
knickers and are reduced to helpless giggles. 
Similarly in “Reefer Madness” (1936) smok- 
ing marijuana leads to such well-known 
consequences as uncontrollable twitching 
and eye-rolling sexual rapacity. 


poker dealer) yet the film ends happily (he is 
cured). Commercially speaking, the film was 
a gamble. Preminger calculated, correctly, 
that a hot subject and the presence of Sina- 
tra, whose career was on a rise again after an 
Oscar in “From Here to Eternity”, would ob- 
lige exhibitors to disregard the production 
code and book the film regardless. (The code 
limped on until 1968, when it was replaced 
with ratings.) 

Nor was it just with narcotics that Holly- 
wood often found itself working in the dark. 
Experimental medicines, the subject of 
Nicholas Ray’s “Bigger than Life” (1956), were 
feared and misunderstood: when James Ma- 
son is prescribed a course of cortisone, he be- 
comes a homicidal maniac with murderous 
designs on his son. 

For all their weaknesses, films of this 
kind introduced the thought that drugs 





and grandchildren. The great writer __ 
could easily have added a third Holly- 
wood taboo: the gainfully employed 
drug taker who does so because he 
likes to, and isn’t either cured of his 
habit or punished for it by prison, dis- 
grace or ill-health. 

Nabokov, it has to be said, was 
talking 40 years ago, and there are signs 
that Tinseltown is changing, at least in 
regard to the supply-side of drugs. A 
much-talked about new film, “Traffic” 
(see review on next page), continues to 
present users as foolish or doomed. But 
it depicts America’s paramilitary cam- 
paign against narcotics as wasteful, if 
not lost. The police and the Drug En- 
forcement Agency are seen fighting at 
moral and material cost to protect val- 
ues to which many Americans, it is 
suggested, no longer subscribe. 

From the silent era, when few po- 
lice adventures were complete without 
a chase through a Chinatown opium 
den, Hollywood has treated drugs 
with an unstable mixture of fear and 
fascination, moralism and concern. In 
1930 came outright denial in the form 
of a self-censorship code which, 
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might be more a medical than a crimi- 
nal issue. “Monkey on My Back” (1957) 
was abouta boxer-addict and war vet- 
eran who had been given morphine 
for malaria on Guadalcanal. Vietnam 
war films such as “Apocalypse Now” 
(1979) pursue the idea of drugs as a nor- 
mal response to the abnormal. In “Pla- 
toon” (1986) soldiers get stoned to make 
the war endurable. 

By contrast, Hollywood resisted 
portraying drugs as a diversion from 
daily life. In Shirley Clarke’s “The Con- 
nection” (1961), from a Jack Gelber play 
complete with jazz accompaniment, 
drugs are part of the hipsters’ lives. But 
not everyone would have thought of 
those lives as ordinary, and the film, 
besides, was not a Hollywood product. 
Roger Corman’s “The Trip” (1967), 
which was made for Hollywood, did 
attempt to convey the psychedelic ex- 
periences of an tsp tripper. Perhaps 
“Easy Rider” (1969) came closest to nor- 
malising everyday drug taking. Such 
films from the late 1960s and early 
1970s were testing how far they could 
go. Even so, there was usually a homily 
of some kind at the end. 








among other strictures, forbade depic- 
tion of drug takers or makers in any light 
whatsoever. Film producers almost all com- 
plied. Even in Sherlock Holmes films you 
had to be a detective yourself to intuit that 
the demon sleuth liked cocaine. 

“Narcotic” (1933), made outside the stu- 
dio system by Dwain Esper, is one of two 
1930s pictures that blatantly flouted the pro- 
duction code, masking exploitation with a 
veneer of social concern. The film made the 
startling claim that America had 1m known 
addicts, at a time when drugs were hard to 
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Tosh of this kind is a natural by-product 
of censorship. When, in the mid-1950s, a few 
film makers decided to break the code, igno- 
rance showed. For all its apparent courage— 
and justly famous credit titles by Saul Bass 
(see picture)—Otto Preminger’s “The Man 
with the Golden Arm” (1955) sensationalised 
its subject. Frank Sinatra plays a junkie musi- 
cian who undergoes a cold-turkey detox. 
The film was also careful to observe Holly- 
wood’s broader moral conventions: Sinatra 
is punished (he has to settle for work as a 


Notall Hollywood films, of course, 
are message pictures. Drugs are a great plot 
device. The Oscar-winning film “The French 
Connection” (1971), about a dogged drugs 
sleuth, could really have been about any- 
thing (diluted penicillin, weapons-grade 
plutonium?) so long as the smugglers could 
be safely presented as dangerous and dis- 
pensable. (A cop whois hooked isa still more 
interesting character, and in “French Con- 
nection 11” (1975), Popeye Doyle, played 
again by Gene Hackman, has turned junkie.) 
Tinseltown has not yet gone down the 
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Heavy “Traffic” 


TEVEN SODERBERGH, in “Traffic”, 

aims for a wide-angle view of the 
American drugs scene, with three parallel 
but barely connecting storylines intended 
to convey the enormity of the drugs issue 
and to suggest that America’s war against 
drugs is being lost. One story involves pol- 
icing the United States-Mexican border, 
one the efforts of an arrested drug baron’s 
wife to win back her comfortable way of 
life, and the third the discovery by a nar- 
cotics overlord that his own daughter is 
addicted. The structure comes from a Brit- 
ish Tv mini-series of the 1980s with the 
same name, updated to a contemporary 
American context. 

Even at two and a half hours, how- 
ever, entire aspects are overlooked. “Traf- 
fic” shows the pushers, the users and the 
war, but nothing about teaching young 
drug-takers to distinguish safe from not 
safe, nor about the supply lines to the 
dealers and the widespread corruption or 
tacit government support in producing 
countries. “Traffic” isa drama, after all, not 
a documentary or a newspaper editorial. 
Yet half-developed views on many as- 





pects of drugs underlie much of the plot, 
without being articulated. 

What Mr Soderbergh does achieve, 
wearing his pseudonymous hat as the 
cameraman “Peter Andrews”, is a hand- 
held visual texture that distinguishes the 
American scenes from the Mexican ones 
by colour coding. In the American se- 
quences, a wintry blue filter washes 
across the screen as if there were no end to 
misery; south of the border, it is all golden 
filters, as drug runners make a mockery of 
overworked and underpaid cops. 

The script, however, struggles to fash- 
ion a coherent narrative out of a theme 
that perhaps needed four hours. And 
some scenes beggar belief. Would a par- 
ent, even a drugs tsar (Michael Douglas), 
snatch his daughter from the classroom 
and drag her across town in search of her 
drugs supplier? And could a gangster’s 
wife (Catherine Zeta-Jones) turn over- 
night from frivolous lady-who-lunches 
intoa ruthless killer? 

“Traffic”, an Oscar possibility that is 
in contention at the Berlin film festival, is 
doing well, not brilliantly, at the box office. 








road of Britain’s “Trainspotting” (1995). In its 
opening scene, Ewan McGregor, fleeing the 
law, delivers a straight-to-camera mono- 
logue on the run, rubbishing everything 
about society from earning a living to ban- 
ning drugs. With the addict's fix celebrated as 
life’s greatest experience, “Trainspotting” 
was one of the most unsettling and subver- 
sive films of the 1990s. 

On the other hand, doubts about the 
drugs war, which were murmured in “Mid- 
night Express” (1978), were clearly voiced in 
“Brokedown Palace” (1999). In each film, a 
tourist caught drug-smuggling in foreign 
parts gets a long prison term. In “Brokedown 
Palace” the accused is framed. But both sto- 
ries treat the prisoner as guiltless and put the 
criminalisation of drugs in the dock. 

Against this shift in attitudes, conven- 
tional drugs thrillers no longer work. When 
Spike Lee made “Clockers” (1995), a narcotics 
adventure, he showed a Brooklyn police 
force all but overwhelmed. “Traffic” ampli- 
fies this theme, implying with filmic exag- 
geration that society is being engulfed by 
smugglers and anti-drug warriors alike. No 
Hollywood film has yet called for the legal- 
isation even of soft drugs and the “Train- 
spotting” figure of the happy addict (itself a 
fantasy?) is as far from American films as it 
ever was. But if “Traffic” is any sign of where 
Hollywood is headed in its winding trip 
with drugs, more films may soon be saying 
that the cure is now worse than the disease. 
a 
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Computer technology 


Authentic hero 


REBEL Cope: LINUX AND THE OPEN- 
SouRCE REVOLUTION. By Glyn Moody. Per- 
seus Publishing; 334 pages; $27.50. Allen 
Lane, The Penguin Press; £12.99 


HEN, during its antitrust trial in 1999, 

Microsoft had to name some com- 
petitors to prove that Windows was not a 
monopoly, it could point to just two. One 
was its old enemy, Apple, which had been 
briefly resurgent under Steve Jobs but these 
days was utterly dependent on Microsoft's 
willingness to carry on producing a version 
of its Office software that would run on the 
Mac operating system. The other was Linux, 
a free operating system that was the pro- 
duct not of a rival company, but of the 
work of thousands of anonymous hackers 
choreographed by a young Finnish student 
called Linus Torvalds. 

In truth, Linux as an operating system 
for desktop pcs provides as little real com- 
petition to Windows as poor old Apple. 
That may come, although it is far from cer- 
tain that something made for geeks by 
geeks will ever win widespread acceptance 
among consumers. But in the vital market 
for the operating systems that run the mil- 
lions of small-to-medium-sized server 
computers that offer web-pages, handle e- 


mail and do countless other routine ad- 
ministrative tasks, Linux is already more 
ubiquitous than equivalent versions of 
Windows. Even more worryingly for Bill 
Gates, Linux, actively supported by power- 
ful companies, such as 18M, Dell and even 
Intel, is getting ready to move up the com- 
puting food chain and into the corporate 
data centre—which is precisely where Mi- 
crosoft is determined its strategically vital 
and expensively developed Windows 2000 
should prevail. 

That something created by “hobbyists”, 
as Mr Gates calls them, may be doing more 
to threaten Microsofts hegemony than 
wealthy and aggressive rivals, such as Sun 
Microsystems and Oracle, is nothing short 
of revolutionary. This alone makes the 
story that “Rebel Code” tells important. 

In its way, Linux and other open-source 
products are as disruptive to the “tradi- 
tional” software business as is the Internet. 
The Internet and open source reinforce 
each other, the former making possible 
new models of collaborative working, the 
latter supporting the Internet’s preference 
for open, non-proprietary standards. It is 
no accident that open source is better 
suited to developing reliable utility-type 
software than sophisticated applications. 

The virtue of “Rebel Code” is that it 
largely eschews hype and is clearly written, 
if at times in rather technical prose. Its 
weakness is that it conveys little of the un- 
folding drama and not nearly enough of the 
personalities and motivations of the ex- 
traordinary people who have helped to 
shape the open-source movement: its spiri- 
tual father, the quasi-communist coder 
Richard Stallman; the libertarian polemicist 
Eric Raymond whose love affair with free 
software is matched only by his passion for 
guns; or the enigmatic Linus Torvalds him- 
self, who has guided Linux for ten years 
and who has become an authentic hero 
within a community that instinctively dis- 
trusts such things. 











The Robin Hood of operating systems 





THE ECONOMIST JANUARY 27TH 2001 


British fiction 


Life in a bottle 


AMARYLLIS NIGHT AND Day. By Russell Ho- 
ban. Bloomsbury; 176 pages; £9.99. To be pub- 
lished in America by Carroll & Graf later in 


2001 


USSELL HOBAN has 
straddled genres in 
| his long and unpredict- 
able career as a writer, 
vaulting playfully from 
classic children’s books to 
sci-fi and on to contem- 
porary fiction before turn- 
ing back again with an 
unexpected twist. Readers without training 
in higher mathematics will need all the 
mental agility they can muster to follow 
him into the realm of pure geometry, 
which has inspired his tenth novel, “Ama- 
ryllis Night and Day”. 

If you follow the example of the thinly 
disguised narrator of the novel and type 
“Klein bottle” into an Internet search en- 
gine, hundreds of articles will be listed on 
your screen. Finding a definition, or a com- 
puter-generated image, of Klein’s puzzling, 
inside-out closed bottle is easy enough, but 
understanding it mathematically poses a 
challenge. Rather than struggling with the 
definitions, Mr Hoban sensed that this bot- 
tle with a neck that passes through itself 
was a mystery, which contained a meta- 
phor within it, and all at once he knew that 
he had found the theme for his next novel. 

In spite of its geometrical provenance, 
“Amaryllis Night and Day” is a simple 
enough love story told in two dimensions: 
the waking and the dream world. Peter 
Diggs, an ageing American painter who, 
like the author, has long lived in London, 
has a passion for classical music, detailing 
Tube routes and drinking bitter with 
whisky chasers in old-fashioned pubs. He 
meets a woman in a dream; she is the 
woman of his dreams. A mysterious pre- 
Raphaelite beauty, Amaryllis begs Peter to 
follow her on to an eerie paper-lantern-like 
bus. Cowardice wakes him up and there- 
after his life becomes a feverish pursuit of 
Amaryllis through the dream world (where 
she is tender and loving) to the waking 
world where the real Amaryllis is tense, 
neurotic and harbours a terrible secret. 

Far from being strangers, it transpires 
that Peter’s and Amaryllis’s pasts are inter- 
locked by guilt and experience in intricate, 
self-consuming ways, which make life 
seem more and more like a Klein bottle. 
And Mr Hoban draws on the old premise 
that you can manipulate waking life by the 
actions of your dreams to bring the novel to 
its conclusion. 

Although there are traces of the 
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Joycean mashing of conventional language 
which earned Mr Hoban so much critical 
acclaim in his post-apocalyptic cult novel, 
“Riddley Walker” (1980), the neologisms 
here are repetitive. In particular, Mr Ho- 
ban’s division of the dream and waking 
worlds into “the glim and the unglim” be- 
comes an irritant. 

You want to admire Mr Hoban for his 
intellectual virtuosity and economy of 
style, but these are the very attributes that 
render his characters stilted and the story 
contrived. It may be a clash of generational 
taste, but it is hard to muster much enthusi- 
asm for Peter, an old-fashioned kind of 
man who always buys the drinks yet goes 
home to paint women as either big- 
breasted harpies or romantically ethereal 
wraiths apparently doomed to death in 
paintings with titles like “The Beckoning 
Fair One”. And Amaryllis, whom he de- 
scribes as tasting “like sunwarmed wild 
strawberries, the blue skies and the high 
kites of long ago”, fails to captivate the 
reader, coming across more as a neurotic 
than an exotic. 
= 





Literary lives (1) 


Heartache 


THE QUARREL OF THE AGE: THE LIFE AND 
TIMES OF WILLIAM Hazuitt. By A.C. Gray- 
ling. Weidenfeld & Nicolson; 412 pages; £25 


aoe to this new biography, 
William Hazlitt was the greatest essay- 
ist in English letters. He inherited an anti- 
establishment outlook from the dissenting 
tradition into which he was born in 1778, 
but it is Hazlitt’s humanity—both as a per- 
son and in his philosophy—which really 
stands out. 

As a young man, he was excited by the 
French revolution, and he retained an 
idealised view of Napoleon to the end of 
his life. But his generous imagination was 
equally capable of appreciating the prose 
of a conservative thinker like Edmund 
Burke. This inclusiveness of thought sits 
well with what Anthony Grayling cites as 
Hazlitt’s most important contribution to 
philosophy: his belief not merely in the 
possibility of altruism but that human be- 
ings are essentially “naturally disin- 
terested”, not the selfish brutes that 
Thomas Hobbes perceived them to be. 

Philosophy and politics took up much 
of Hazlitt’s mental landscape, but his love 
of the theatre, expressed in his work as a 
drama critic, is where he is at his most ap- 
pealing. “My God...Who is this Schiller, 
this convulser of the heart?” he wrote as a 
student. His mature writings on Shake- 
speare pay testimony to his continued abil- 
ity to be deeply moved: over-intellectual 
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Understanding all but himself 


modern-day critics should take a lesson 
from his capacity to write intelligently 
about emotion. 

Yet for all the wisdom of his criticism, 
Hazlitt was not in control of his own emo- 
tional life. At the age of 42, having sepa- 
rated from his wife, he became infatuated 
with his landlord’s daughter to an extent 
which can only be described as pathologi- 
cal. Unremarkable in herself, and appar- 
ently uninterested in him, the girl had a 
blankness about her on to which Hazlitt 
projected his own hell of lust and jealousy, 
passion and paranoia: at one point he even 
used a decoy to tempt her into sexual indis- 
cretion and was rewarded with the agony 
of detailed descriptions of another man’s 
hand up her skirt. The psychological toll on 
Hazlitt was great. When Mary Shelley saw 
him after a gap of three years, she could not 
believe how emaciated he had become. 

Yet while this mad love affair, which 
Hazlitt chronicled and published as the 
embarrassing “Liber Amoris”, reveals the 
flaws of the man, it also provides the part 
of the biography in which he comes most 
to life. That a man of such prolific mental 
powers should be in thrall to such an adol- 
escent obsession only serves to highlight his 
humanity. 
= 





Literary lives (2) 


Heritage Hall 


THE BRONTE Myrta. By Lucasta Miller. Jona- 
than Cape; 336 pages; £18.99. To be published 
in America by Knopf 


HERE are two books here. One is the 
story of how the Bronté family has been 
sentimentalised by the heritage industry 
and how the parsonage in Haworth, York- 
shire, in which they lived, has become a 
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tourist destination. The other is the story of 
how literary critics have taken Charlotte, 
Emily and (to a lesser extent) Anne, and 
turned them and their writings into what- 
ever the changing times seemed to require. 

As a result of Mrs Gaskell’s partial 1857 
biography, Charlotte has come to be seen as 
a paragon of Victorian fortitude in a house- 
hold of “three lonely sisters playing out 
their tragic destiny on top of a windswept 
moor with a mad misanthropic father and 
doomed brother.” Lucasta Miller, a re- 
viewer in these pages, challenges Mrs Gas- 
kell and those she refers to as “the purple 
heather brigade”, and she considers how 
far Charlotte, who nursed a “secret desire to 
be for ever known”, participated in her 
own canonisation. 

Emily, by contrast, preferred obscurity. 
Following the publication of “Wuthering 
Heights” in 1847 she took exception to hav- 
ing her authorship revealed by her sisters. 
Charlotte did not stop there. Jealous of 
Emily’s overpowering imagination, she in- 
eptly rewrote some of her sister’s poetry. 

And what of Anne, who has never at- 
tained the iconic status of Charlotte and 
Emily? Ms Miller has rather less to say 
about her. Nevertheless, her research 
ranges widely and she draws to our atten- 
tion “Withering Looks”, a satirical piece of 





theatre by a company called Lip Service, 
who explained Anne’s absence from their 
piece as being “due to government cuts”. 
It was Patrick Bronté who gave Mrs 
Gaskell permission to write a life of his 
daughter, Charlotte. He shrugged off the 
book’s many inaccuracies with equanim- 
ity, and has been castigated as a savage par- 
ent ever since. But he is presented here as 
charming, relaxed and maligned. The girls’ 
brother Bramwell, meanwhile, is some- 
times thought to have been the true author 
of “Wuthering Heights”. Ms Miller has no 
truck with this—but hints that he may well 
have been Emily’s model for Heathcliff. 
Among writers, Virginia Woolf and Syl- 
via Plath are the obvious inheritors of the 
Brontë myth. Indeed, Woolf's first piece of 
journalism. described a visit to the parson- 
age, and, after their marriage, it was a place 
of pilgrimage for Plath and Ted Hughes, 
who himself looked alarmingly like the de- 
scriptions Emily gives us of Heathcliff. But 
Ms Miller concludes: “It is time to turn the 
tables and put the writings first.” Amen to 
that. “The Bronté Myth” is a genial and fas- 
cinating book, and a remarkable debut. 
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Evolutionary psychology 


Bad behaviour 


ALAS, POOR DARWIN: ARGUMENTS AGAINST EVOLUTIONARY PsyCHOLOGY. Edited by Hilary 
Rose and Steven Rose. Harmony Books; 400 pages; $25. Jonathan Cape; £18.99 


CCORDING to evolutionary psychol- 

ogy, most of our actions, emotions and 
beliefs—including the sexual attractiveness 
_ of Donald Trump, the popularity of 
cheeseburgers and the crime of rape—are 
the products of natural selection that acted 
on our savannah-dwelling forebears. This 
new notion of man as a walking atavism 
has ignited a caustic debate among aca- 
demics. The opposing view is represented 
by “Alas, Poor Darwin”, a collection of es- 
says edited by Hilary and Steven Rose. 

Sixteen authors, among them 
biologists, sociologists, and an- 
thropologists, condemn evolution- 
ary psychology as a flagrant abuse 
of Darwinism, a mere trick to jus- 
tify conservative political views 
and give biology dominion over 
the social sciences. Evolutionary 
psychology claims to be able to ex- 
plain the “universals” of human 
culture, such as the male 
promiscuity and female 
sexual coyness supposedly 
seen in all societies. These | 
traits are, it seems, evolu- 
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tionary solutions to humanity’s ancient 
problems: finding a mate, learning a lan- 
guage and getting along with the neigh- 
bours. Each solution is coded into a “mod- 
ule”—a packet of nerve cells that fits with 
others, like Lego blocks, to build the human 
brain. Thus, a “fat module” makes us seek 
out fatty food, a scarce but valuable com- 
modity to our ancestors. But because cul- 
























ture changes faster than our genes, such 
modules may now be harmful. With a Mc- 
Donald’s on every corner, our evolved love 
of lipids can lead to an early grave. 

Judging by the popularity of books by 
evolutionary psychologists such as Steven 
Pinker, Daniel Dennett and E.O.Wilson, the 
public has a strong appetite for such Dar- 
winian tales. There is, of course, nothing in- 
herently wrong with studying the history of 
human behaviour. Our bodies obviously 
evolved, so why not our minds? But evolu- 
tionary psychology faces (and often ig- 
nores) a central problem: how can we dis- 
tinguish actions with an evolutionary basis 
from those that arose from the interaction 
between a big brain and a complex culture? 
Clearly, the many couples who forgo chil- 
dren for careers are not following the evo- 
lutionary programme. Although evolution- 
ary psychology may try to argue its way out 
of this fact, it cannot explain it. Some tratis 
such as breathing, sleeping, and sexual in- 
tercourse, have certainly evolved by natural 
selection. Others, like certain differences in 
sexual behaviour between men and 
women, may also be products of evolution. 
However, it is not obvious how other traits, 
such as depression or homosexuality, were 
of adaptive benefit to our ancestors. 

Because it is all too easy to make up sto- 
ries, one must draw a line between the 
scientifically plausible and implausible. But 
evolutionary psychologists have been no- 
tably reluctant to do so. That failure to po- 
lice their own discipline has given them a 
bad name. 

It is hard to understand the evolution- 
ary forces that acted on our distant ances- 
tors, whose environments and social orga- 
nisation are forever beyond our ken. 
However, despite the frequent use of low 
standards of evidence, many evolutionary 
psychologists are strident and dogmatic. 
They urge society to infuse evolutionary 
ideas into social and legal policies, but do 
not bother to consider simpler explana- 
tions for our behaviour. Depression, for ex- 
ample, is claimed to be an evolved and 
adaptive response to an unsuccessful life: 
depressive withdrawal allows one to re- 
group and plot a new course. But might it 
not, like Alzheimer’s disease, be simply a 
pathology of the brain? 

In spite of the many flaws in evolution- 
ary psychology, “Alas Poor Darwin” is, alas, 
far from a definitive critique. Many 
chapters have little or nothing to do 
with the topic, and deal instead with 

the authors’ pet sociological or biolog- 
ical theories. Other contributors 
attack the discipline only because 
it is politically incorrect, some 
even placing it in the lineage of Nazi 
racial eugenics. Such polemic may 
entertain its writers, if not its readers, 
but does little to advance the de- 
bate. Scientific theories can cer- 
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tainly be influenced by politics, but in the 
end stand or fall on their scientific, and not 
their social, merit. 

Unfortunately, this book is almost de- 
void of scientific criticism. Mary Midgley, a 
philosopher, has a penetrating analysis of 
meme theory, showing that the notion of 
“units of culture” is intellectually vacuous; 
and Stephen Jay Gould shows that natural 
selection is not the only evolutionary force 
influencing human behaviour. Many au- 
thors, however, simply reject evolutionary 
psychology’s reductionist, gene-centred ap- 
proach for an equally feeble and nebulous 
holism--involving complex interactions 
between genes, culture and leaming— 
which fails to suggest new ways to study 
human behaviour. 

Most contributors dislike the political 
implications of evolutionary psychology, 
but can't be bothered to come to grips with 
its scientific claims. They leave important 


questions unasked. Which human behav- 
iours are likely to have evolved by natural 
selection? Surprisingly, the only answer is 
Mr Gould’s grudging allusion to gender dif- 
ferences in sexual behaviour. What stan- 
dards of proof in evolutionary psychology 
will satisfy those who disdain it? Many of 
these writers would, it seems, reject any 
theory about the evolution of our behav- 
iour, no matter what the evidence. 

It seems reasonable to suggest, at least, 
that evolutionary analyses of human be- 
haviour should meet the same standards 
used in good studies of animal behaviour. 
Under this criterion, most arguments about 
evolutionary psychology, both for and 
against, sink without a trace. It is sad that 
these arguments cannot be conducted with 
civility and respect. Almost all involved 
parties fall firmly into either the “pro” or 
“anti” camp—positions that have become 
only more polarised with time. Such is the 





BOOKS AND ARTS 


case when politics supersedes science. Each 
camp needs to clean up its act. Evolution- 
ary psychologists must curb their hubris, 
scour their own discipline for shoddy sci- 
ence, and stop attacking their adversaries 
for being sociologists or feminists. Their op- 
ponents must at least recognise the scien- 
tific claims at stake, admit that some hu- 
man acts have an evolutionary basis, and 
refrain from portraying evolutionary psy- 
chologists as right-wing ideologues. 

In spite of this work’s title, Darwin died 
neither poor nor unmourned—he was 
worth about £17m ($25.5m) in today’s 
money, and is buried in Westminster Ab- 
bey. He was extremely self-critical, stuck 
closely to the facts and avoided needless 
controversy. Neither the contents of “Alas, 
Poor Darwin” nor the arguments of evolu- 
tionary psychology will make him shift 
even slightly in his grave. 





ANUARY is usually a quiet month for 

publishers and booksellers. The impor- 

tant and high-profile new books appear 
in September and March. This perhaps 
goes some way to explaining the rather un- 
remarkable contents of the current Ameri- 
can and British bestseller tables. 

The fiction lists are predictably full of 
big-name thrillers and romance novels— 
the latest offerings from Patricia Cornwell, 
Dean Koontz and Danielle Steel among 


What the world is reading _ 


others. Barbara Kingsolver's fine novel 
“Prodigal Summer” adds a touch of class to 
the American list, which excludes chil- 
dren’s books—hence no Harry Potter, pop- 
ular as he is in America. The bespectacled 
young wizard dominates Britain’s list. 
There isa little more variety in the non- 
fiction lists. There are, of course, the requi- 
site self-help books, from the decidedly 
old-fashioned (“Dr Atkins’ New Diet 
Revolution”) to the coolly contemporary 





(“A Short Guide to a Happy Life”). Spencer 
Johnson’s “Who Moved My Cheese?” con- 
tinues to mature nicely, while “Tuesdays 
with Morrie” has become an American 
pastime on any day of the week. 

The British non-fiction list does, how- 
ever, contain at least one eyebrow-raising 
puzzle. The “Highway Code” outselling a 
celebrity chef of Jamie Oliver’s standing? It 
sounds surprising. But, thanks to a highly 
successful marketing push by the Driving 
Standards Agency, the handbook is speed- 
ing recklessly off the shelves in supermar- 
kets and newsagents across the country. 
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HEN the Fontainebleau 

was opened in Miami, its 
architect, Morris Lapidus, 
proudly spoke ofitas “the world’s 
most pretentious hotel”. Preten- 
tious? He quickly corrected the 
slip of the tongue: “flamboyant” 
was what he meant, of course. Yet 
a lexicographer might note that in 
its original Anglo-French mean- 
ing, of make-believe, pretentious 
was the precise word to describe 
Mr Lapidus’s style. He wanted the 
mostly ordinary holidaymakers 
who stepped into his hotels to feel 
that they were enteringa wonder- 
land. “I wanted people to walk in 
and drop dead,’ he said. “I 
wanted them to say, ‘My God, this 
is luxury. ”Until Mr Lapidus built 
the Fontainebleau and other ba- 
roque hotels in Miami Beach in 
the 1950s, “luxury” had implied a 
quiet understatement. 

If the hotel were modern it 
would tend to reflect the mini- 
malist movement in architecture. 
To Mies van der Rohe’s dictum, 
“Less is more”, Morris Lapidus re- 
sponded, “Too much is never 
enough”, which became the title 
of his autobiography. He believed 
in the virtues of vulgarity: lots of 
colour, lots of curves, lots of sur- 
prises. He put live alligators in a 
pool in the lobby of one hotel, so 
that guests would “know they 
were in Florida”. He thought 
about having monkeys swinging 
from trapezes, but decided they 
might damage the chandeliers. There were jokes, some of them 
witty: replicas of classical statues playing golf, or using the phone. 
Laughter is a background noise in a Lapidus foyer. He saw his ho- 
tels as theatres with the guests taking on roles as actors. You could 
pretend to be famous. Some guests were. Some scenes in the James 
Bond movie “Goldfinger” were filmed in the Fontainebleau. 

Extravagance is now so commonplace that Mr Lapidus’s wild 
designs may no longer seem extreme. But they predated the Dis- 
ney theme parks and the follies of Las Vegas. The guests at his ho- 
tels had seen such glamour only in films; and, like the old movie 
palaces, with their deepcarpets and plastic finery, they provideda 
brief escape from the humdrum realities of everyday life. Showy 
Miami, best viewed through rhinestone sunglasses, was right for 
him. Others soon played his tune. Go there now and even the mo- 
tels, with such names as Tangiers and Suez, seem exotic. 








His critics 

Morris Lapidus’s hotels were loved by, or at least charmed, almost 
everyone except writers on architecture, who saw them as a blas- 
phemous assault on the holy writ of austere functionality. 
“Pornography of architecture,” was one of the milder comments. 
Mr Lapidus said that during much of his long career his work was 


Morris Lapidus 


Yagi 


Morris Lapidus, architect of make- 
believe, died on January 18th, aged 98 





never published in an architec- 
tural journal, except to abuse it. “I 
was anathema,” he said. No one, 
though, doubted his acumen. He 
had a resemblance to another 
memorable American character, 
Sam Goldwyn, whose solecisms 
(“Never make forecasts, espe- 
cially about the future”) con- 
cealed a brilliant Hollywood film 
maker. Both men were born in 
Eastern Europe, Goldwyn in Po- 
land, Lapidus in Russia. 

Growing up in Brooklyn, the 
big treat for Morris was a trip to 
Coney Island. What he called the 
“whirling, twisting, colourful” 
lights were to reappear in Miami 
Beach. But contracts to design ho- 
tels do not come to young archi- 
tects just out of college. Mr Lapi- 
dus spent some 20 years 
designing shops, small and big, 
attracting customers by using col- 
our, light and “sweeping, curv- 
ing” interiors. In the Fontaine- 
bleau, the first of several hundred 
hotels he designed, he incorpo- 
rated “all the things I had learned 
from my store work. When I got 
into hotels, I had to think, what 
am I selling now? I was selling a 
good time.” 

Mr Lapidus was sometimes 
asked who were his own favour- 
ite architects. He would surprise 
questioners by mentioning Frank 
Lloyd Wright, an American tradi- 
tionalist, and Le Corbusier, a 
Swiss-born architect famous for 
his massive box-like blocks of flats. But Mr Lapidus admired 
workmanship, whatever the architectural genre, just as a fashion 
designer such as John Galliano is praised for his painstaking 
craftsmanship however you view his crazy clothes. Mr Lapidus 
was a craftsman. One contribution he made to architecture that 
hotel users are grateful for is the short corridor. He recalled that 
when he was a young architect travelling a lot from town to town, 
at the end of a weary day he always seemed to have a long walk to 
find his hotel room. The hotels he designed are shaped to end 
those long walks. 

In 1990, when Morris Lapidus was 88 and thinking of retiring, 
and abit depressed that his life’s work had gone unnoticed, he was 
suddenly discovered in Europe. His work, a critic noted, expressed 
the spirit of Main Street America. A Swiss publisher produced a 
tome entitled “Morris Lapidus: The Architect of the American 
Dream”. Mr Lapidus was invited to the Netherlands for an exhi- 
bition about his work. American critics swallowed their pride and 
conceded that he had indeed had an influence. Last year he was 
named an “American original” at a ceremony at the White House 
in Washington. Some architects, Mr Lapidus noted, were starting 
to round the corners of their buildings. It was all quite pretentious, 
in a make-believe sort of way. 
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Masterclasses at 
ojaterela 


London Business School is 
delighted to announce the following 
Masterclasses for 2001: 


Creating a Market-Driven Organisation 
George Day & Patrick Barwise 
8&9 March 2001 


Career Mobility 
Maury Peiperl & Michael Arthur 
19 & 20 March 2001 


Strategy in the Wild 
Venkat Venkatraman 
24 & 25 May 2001 


Maximising Board Effectiveness 
Jay Conger & Edward E. Lawler lit 
1 & 2 October 2001 


Global Strategy in the 21st Century 
George Yip 
8&9 November 2001 





EXECUTIVE 
EDUCATION 








Business School 


“A useful, practical and entertaining insight delivered in a very short period of time. 


Great value”. 
Jerome REBACK, SMYTHE Dorwarp LAMBERT LTD, UNITED KINGDOM 


You want to find out about the latest business thinking and new ideas. You need 
to know about innovative management tools which could: be significant for the work 
you do in your organisation. 


A series of two-day Masterclasses at London Business School gives managers the 
opportunity to access recent leading-edge research by the School's faculty. 


Designed to be practical and relevant to business people, the 2001 Masterclasses are: 


Creating a Market-Driven Organisation ~ focuses on the importance of staying close 
to your customers and ahead of competitors. 


Career Mobility — illustrates how to win the battle for knowledge without fighting the 
war for talent. 


Strategy in the Wild - highlights how to build breakthrough business models for the 
new economy. 


Maximising Board Effectiveness - investigates the latest insights into boardroom 
best practice. 


Global Strategy in the 21st Century — focuses. on the development of winning 
world-wide strategies. 


Regent's Park 

London NWI 4SA, UK 
Contact: Michelle Guest 
Tel: +44 (0)20 7706 6728 
Fax: +44 (0)20 7724 6051 


London} 
Business | 


School 


transformi ng futures 


email: execinfo@london.edu 


www.london.edu/execed | 


For further information about the Masterclasses, please contact Michelle Guest in Client Services as above or complete the coupon 
and return it to her by fax on +44 (0)20 7724 6051 or by post at London Business School, Regent's Park, London NWI 4SA, UK. 
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Carnegie Mellon 
EXECUTIVE EDUCATION 


First IN E-COMMERCE 


UPCOMING PROGRAMS: 


E-MARKETING SUCCESS DRIVERS 
Whether the model is B2B, B2C or C2B, our 
three-day program helps companies leverage 
Web technologies and embrace new Internet 
business models to gain strategic advantage 
in their markets. 

March 5-8, 2001 


STRATEGIES FOR E-COMMERCE II 

Our overview program featuring the latest 
business models and technologies for renewing 
e-business advantage. 

February 5-9, 2001 

June 18-22, 2001 


LEADERSHIP IN THE 
GLOBAL MARKETPLACE 


THE PROGRAM FOR EXECUTIVES 
Carnegie Mellon’s four-week general manage- 
ment program providing strategic perspectives 
for leading in new and faster cycle markets. 
Strengthen decision-making skills and explore 
new research about how the Internet and 
electronic commerce continue to change 

the business landscape. 

September 23 — October 19, 2001 


CONTACT: Director, Executive Education 
Carnegie Mellon University 
Phone: 1-412-268-2304 
Email: jrl@cmu.edu 


Visit: 
http://www.gsia.cmu.edu/execed 
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“It took me some time 
to decide whether or 
not to do an MBA.” 


“But not where to do it.” 


Natalia Alviar, Columbia, Management Consultant - Accenture, Trinity MBA. 


Where better to study for your MBA than at the 
centre of Europe’s fastest growing economy? 


Trinity MBA, Dublin, Ireland. 


The Trinity MBA is designed for graduates with a minimum 
of 3 years management or professional experience. 


It’s noted for its intimate class size, its focus on teamwork 
and the international character of both students and faculty. 


Fully integrated into the life of one of the world’s most 
prestigious universities, the Trinity MBA provides a unique 
combination of course work and in-company 

experience - with an emphasis on strategic 

and general management. 


School of Business Studies, University of Dublin, Trinity College, Dublin 2, Ireland. 
For information contact: Catherine Williams, Admin. Co-ordinator, 
tel: + 353 1 608 1024 fax: + 353 1 679 9503, 
www.tcd.ie/Business_Studies/MBA/ e mail: trinitymba@tcd.ie 















City University Executive 
I TT Y Business School Development 
London 


Management Series 





m Electronic Commerce m= Managing the Dynamics 


Management: of Strategy Design 

Strategy, Implementation Ari Ginsberg & Eric Larsen 

and Exploitation 15 - 16 March 

Clive Holtham & 

Nigel Courtney m Marketing Financial Services 

8 - 9 February Geoffrey Randall & Greg Harris 
29 - 30 March 


m Understanding Turbulent 
Futures: m= Creating Value: 
Creating an Organisational Shaping Tomorrow’s Business 
Memory for the Future Shiv Mathur 
Erik Larsen & Alessandro Lomi 5 - 6 April 
22 - 23 February 

= Mastering Negotiation 
Chris Brady and Eric Evans 
17 - 18 May 


m= Business Finance for 
Non-Financial Specialists 
Mohammed Choudhury 
12-14 March 
02-04 July 


For further information please contact Client Support 
Tel: 020 7477 8710 Fax: 020 7477 8882 


Email: execdevelop@city.ac.uk 
www.business.city.ac.uk/ed 
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COURSES 


Don’t be taken in by appearances, you 
will need at least 13 months to fully 
understand this formula. And studying 
hard is not enough: SDA Bocconi MBA 


is also a school of life. If you want to 


make it, you'll have to use your strengths. 
All of them. This way, by raising your 
specific qualities to their full potential, 
you will learn to work by enjoying yourself. 


A forma mentis that will last a lifetime. 





The next MBA information sessions will 
be held in the following cities: Athens, 
Bangkok, Manila, Oslo, Seoul, Singapore, 
Stockholm, Taipei, Tokyo. Find out more 


about dates and location on our website. 


The brochure and application forms can be downloaded from our website: 
www.sdabocconi.it 
E-mail: MBA@sdabocconi.it 
Tel. ++39-025836.3125/6605 - Fax ++39-025836.3293 








ay SDA BOCCONI 


) 
Bocconi University School of Management 


Templeton College | University of Oxford 


‘To innovate is not to reform’ 


Edmund Burke 


The Oxford Advanced Management Programme 
17 June — 14 July 2001 | 30 September — 27 October 2001 


Oxford has for generations prepared the world’s 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. Globalisation and the technological 
revolution have strategic implications for every 
sector and every industry. The Oxford Advanced 
Management Programme provides a toolkit of 
resources td sustain fast-track careers in a world 
where change is the only constant. 


For further information, please visit 
www.templeton.ox.ac.uk/amp, or return to: 
Dorothy Cooke 

Templeton College, 

University of Oxford, 

Oxford OX1 5NY, England 

Tel +44 (0)1865 422771 

Fax +44 (0)1865 422501 

Email amp@templeton.oxford.ac.uk 


Name 


Job title Company 





Address Zip/Postcode 





Email 





Templeton College| University of Oxford 
www.templeton.ox.ac.uk/amp 
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Are you a hedgehog or a fox? 








INFORMATION EVENINGS 






Hedgehogs specialise to the extent that their expertise in one area closes. off their 
options for the future. Foxes have taken charge of many different functions in their 
business career and yet cannot move forward to strategic-level positions. 





SLOAN 


MASTERS 





Tokyo 
Monday 5 February, 6.30pm 


New Otani Tokyo , F ; 
4-1 Kioi-Cho, Chiyoda-ku | The Sloan Masters at London Business School is the best way to acquire a better balance of knowledge, 


ú r and dramatically increase your career options. You will also share experiences with a select international 
ong Kong À ; Tae PEEN a ghd a 

Thursday 8 February, 6.30pm peer group of the highest calibre, whose diversity and maturity give the Sloan Masters its distinctive edge 

Ritz Carlton Hotel | and who will provide you with a valuable network for life. Through: this challenging 10-month degree 

3 Connaught Road Central | programme you'll develop a profound understanding of every aspect of management and. business. 


















Singapore | AS part of an impressive international peer group of senior and successful managers in their 30s and 40s, 


Monday 12 February, 6.30pm | you'll work closely with our highly-respected and world-famous faculty, and gain a global network for life. 
Ritz-Carlton Millenia Singapore 



















7 Raffles Avenue | Ask for details about our new Contact: Lucy Reynolds 
HSBC-London Business School Loan London Business School L d 
Sydney Regent's Park (0) g) on 
Thursday 15 February, 6.30pm London NW1 4SA, UK B i 
Hotel Inter-Continental G eee u SI n e SS 
‘ ax ; 
117 Macquarie Street London Business Schoot exists to : , School 
information will also be available on our bisnes ard Maana, reni email: sloaninfo@london.edu 
mié Hii ais fi è p 
MBA and Masters in Finance programmes. EC26/01/01 WWW. london . ed u transforming futures 

























Study in three different 1 programme, 
European countries 2 continents, 
Free choice of locations 3 top universities 
and degree 4 terms 
A joint programme, offered by: A joint programme, offered by: 
The University of Groningen, The University of Groningen, 
The Netherlands The Netherlands 
The University of Stirling, Uppsala University, 
Scotland, UK Sweden 
CERAM School of Management, The University of Florida, 
Nice, France U.S.A. 














Master of Science in 
international Financial Management 


Master of Science in 
International Business 










A truly international academic programme 
This one year, full-time programme offers a. 
foundation programme in International: the field of international financial manage- 
Business, free choice of specialization — mentat three highly respected universities, 
(e.g.International Marketing, HRM) anda leading to a-Master of Science degree. 
dissertation project with the possibility of Starting-every year in September, the 
doing an interns programme starts nth} is Offered entirely 


A truly international academic programme 
The programme offers an in-depth study in 





























od Bachelor degree (e.g. BSc 
or BA) in-Business, Economics or a Busines: £ anag 
related subject; and. fluency in English ae nain field of 
Students with a non-business back 4 





http:/www tery 
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LEARN GLOBALLY. STUDY LOCALLY. 


THE an MASTER OF ARTS PROGRAM (GMAP) 





_ lf so, consider the AP offered by The 
-Fletcher School at Tufts University. This 
one-of-a-kind, one-year master’s program 
in international relations combines three- 


(3) two-week residency sessions with 3o 
weeks of Oper er eet instruction, — 








gmap@tu fts. edu 
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Henley’s DBA Programme, run in 


conjunction with Brunel University, is 






designed to develop personal, consultancy 






and research competences in relation to 






career objectives. 





Doctor of Business 
Administration 










“I am very impressed with your DBA 
programme. The curriculum is excellent 
and the students and faculty are 
outstanding”. Prof Joseph F Hair, 

Jr- Director, Entrepreneurship Institute, 
Louisiana State University, autbor of 
Multivariate Data Analysts. 

This international, part-time programme 
incorporates research focusing on the 








management issues facing global commercial 
and public sector organisations. 
“For me, it’s the leading edge programme 
for lifetime learners wanting to maximise 
their personal potential” — Peter Finnegan, 
Consultant, DBA graduate. 

Apart from formal workshops and linkages with 
other institutions, the use of electronic media 
enhances networking opportunities globally. 

The programme attracts high calibre candidates 









and contributors from all over the world. 
To be eligible, candidates must have an MBA or 
equivalent. For more information, please 













contact Jackie Coleman, 







MANAGEMENT COLLEGE 





Tel: +44 (0) 1491 418864 Fax: +44 (0) 1491 571574 
Email: dba@henleymc.ac.uk 
Internet: www.benleymc.ac.uk 
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The Faculty of Economics and Business Admi- 
nistration at the University of Maastricht and the 
International Labour Office jointly offer a one year 









Master’s Programme in 
Social Protection Financing 











The programme trains experts in social 
protection and in social protection financing for 
social security institutions, insurance companies, 
governments, research institutions and 
consultancy companies. This programme is 
endorsed and supported by the World Bank and 
the IMF. 


Minimum prerequisites for participation are a 
BA level university education and 2 years of 
professional experience in social protection. 
Students with a MA in Economics or 
equivalent can apply without prior professional 
experience. Non-degree participation in 
separate courses is possible. 
















The tuition fee for the one year Master’s 
Programme is € 13.000,-; for students from 
non-OECD countries the (subsidized) tuition 
fee is € 5,000,-. The tuition fee for separate 
courses is € 1.800,- (for the first course). A 
limited number of scholarships is available, but 
future students are urged to look for other 
sources of funding as soon as possible. The 
application deadline is March 30th, 2001. 



















For additional information and application see: 
http://www.fdewb.unimaas.nl/algec/socprotection / 





Or contact: | SPF Master’s Programme 
P.O. Box 616 

Room 2.069 

6200 MD MAASTRICHT 


THE NETHERLANDS 












E-mail: socprotection.ies@algec.unimaas.nl 
Fax : +-31-43-3884864 
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seven 9-day sessions in 4 
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E-mail: office @ Nimban UB yon ® Website: wawwanimbas.cont 


PROGRAM BENEFITS 


+ Become strategic partners in creating 
and implementing global strategies 


* Identify key human capital elements 
that contribute to your firm’s global 
competitive advantage 


* Develop a global language and logic 
for global business that reflects the 
lens of human resource management 


+ Learn about findings from leading 
research and how to use them to 
achieve practical results 


E Apply state-of-the-art global HR 


techniques in the context of 
multiple cultures 


CAHRS 


ilr CORNELL 





THE ECONOMIST JANUARY 27TH 2001 


Log on today for the 
of tomorrow! 


cat 
MASTER OF MANAGEMENT IN THE NETWORK ECONOMY 


Learn how to manage an organization in 
the digital age. Be part of an international 
group on a small campus in the peaceful 
surroundings of historic Piacenza, in Italy. 


* Collaboration between the Universita 
Cattolica at Piacenza, Italy and the 
University of California at Berkeley, USA. 

e 11 months of coursework led 
by ao from top U.S. universities 
and by Silicon Valley experts. 

e 5-month internship in a 
network-economy-oriented organization. 

* Starting date: September 17, 2001 

e Applications: March 1 - April 30, 2001 


FONDAZIONE 


DI PIACENZA E VIGEVANO 





http://mine.pc.unicatt.it 
info.mine@pc.unicatt.it 


School of 


Public Policy 


PH.D. IN PUBLIC POLICY 
MASTER S PROGRAMS: 


International Commerce and Policy 
¢Public Policy (new in fall 2001) 
*Social and Organizational Learning 
Transportation Policy, Operations, 

and Logistics 
Regional Development and Technology 
Peace Operations 
Enterprise Engineering and Policy 














Study with the nation s most respected scholars at one of the 
leading public policy institutions in the national capital region. 
Located in northern Virginia s high technology corridor, we 
have direct access to the regions policymakers and are just 
minutes from Washington, D.C. 








Visit our web site to receive more information and to download 
an application. Classes are held in Arlington and Fairfax, Virginia. 





FOR MORE INFORMATION: 
Graduate Admissions, School of Public Policy 
Phone: (703) 993-3183 ¢ E-mail: spp@gmu.edu * Web: http://policy.gmu.edu 


George Mason University 
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Learn the Tricks of the 


Trade. 


APU’s MBA in Global Finance program 
offers the latest in theory and practical 
applications. Through internships, 


extensive classroom study, team projects, 
case studies, and exclusive access to our 
trading room, FactSet and Bloomberg 
Terminals, you'll graduate with all 
the tricks of the trade. 


Call 1-800-252-7528, or access 
www.alaskapacific.org to learn more. 


ALASKA PACIFIC 


NOW RIIS WAT OY 
We mean Business. 





New School University 


Graduate Faculty 


65 Fifth Avenue New York NY 10003 


FINANCE PROGRAM FOR 
THE NEW GLOBAL ECONOMY 


M.A. in Global Political Economy and Finance 


Understanding the world economy of the 21st century requires a new combination of skills, 
integrating politics, economics and finance. The Graduate Faculty of Political and Social Sciences 
at New School University offers a new M.A. in Global Political Economy and Finance (MAGPEF) as 
an intensive introduction to political economics and finance. 


This program provides students with a solid grounding in the history and contemporary 
development of political economic tools, together with a thorough and sophisticated education 
in contemporary quantitative tools of analysis. The MAGPEF gives students a solid foundation to 
pursue advanced degrees in economics, finance, business, law, international relations, and 
related fields, and with the analytical and policy skills required for successful careers in the 
competitive fields of finance, government, business, and international administration. This 
innovative 30-credit program includes a required internship or mentored research, and can be 
completed in 15 months by full-time students, or two or more years by part-time students. 








Financial Engineering Courses 
The following series of intensive courses have been specifically designed to teach finance 
professionals the leading-edge tools of financial engineering. Taught by internationally 
recognized faculty affiliated with the Department of Economics at the Graduate Faculty of 
Political and Social Science New School University in New York City. 


Financial Engineering with Java/C++ 
Instructor: Salih Neftci 
Dates: May 7-10, 2001 


Mathematics of Finance 


Instructor: Salih Neftci 
Dates: August 5-10, 2001 


KKKKKKKKKK UPCOMING RKKKKKKKEK 


Risk Management, New BIS criteria and 
Methods to deal with FAS133 


Instructor: TBD 
Dates: October 2001 


Forecasting for Financial Markets 
Instructor: TBD 
Dates: November 2001 


For more information on the Graduate Faculty’s Department of Economics 
M.A. for Global Political Economy and Finance or details on Financial Engineering Courses, call 
800-523-5411 or 212-229-5710, or visit our website www.newschool.edu/gf/economics. 
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COURSES 





KIEL INSTITUTE 
OF WORLD ECONOMICS 


Advanced Studies 
in International Economic Policy Research 
August 1, 2001 - May 31, 2002 


concentrated courses on important areas of international economics 


profound training of skills in economic analysis, methods of 
empirical research and economic policy evaluation; 


designed for economists holding a university degree who are 

g g y deg 

interested in a career with international organisations, domestic 
policy and academic institutions, international corporations etc. 


Courses: Lecturers: 


Macroeconomics in Open Economies Holger Wolf (Washington) 


The Economics of Employment Dennis Snower (London) 


International Trade Peter Neary (Dublin) 


Economic Growth and Development Ricardo Hausmann (Harvard) 


Empirical Methods in Finance Stefan Mittnik (Kiel) 


European Economic Integration Andre Sapir (Brussels) 


Political Economy in Open Guido Tabellini (Milan) 


Economics S ; à 
Catherine Mann (Washington) 


Electronic Commerce: Policy Issues 


For detailed information write to: 

Institute of World Economics * Advanced Studies * D-24100 Kiel • 
Germany Fax: Germany + 431 + 85853 ° Internet info 
http://www.uni-kiel.de/ifw/ 


The Cambridge MBA 


because the future is built on the past 
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For nearly 800 years, Cambridge 
University has been a world 
renowned centre of learning 


excellence. The Judge Institute of 


Management, Cambridge 
University's business school, is 
your connection to the future. 
The Cambridge MBA includes 
two in-company consultancy 


projects, courses in e-commerce 


www.jims.cam.ac.uk 
Cambridge University aims to achieve 
the highest quality in teaching and research 


and entrepreneurship and enjoys 
a high degree of international 
recognition. Graduates enter a 
global network of alumni, 
working in large corporations as 
well as fast-growing start-ups. 
So, with nearly 800 years of 
history behind us, we're more 
than capable of preparing you for 
the future. 


Judge Institute of Management 





cambridge's business school 





The University of Reading 
a ` 


THE BUSINESS SCHOOL 
GOL FOR FINANCIAL MARKETS 


Innovative programmes for 
those seeking careers in the 
global financial markets: 


MSc International Securities, 
Investment and Banking 


MSc Risk Management, 
Operations and Regulation 


MSc Financial Engineering 
and Quantitative Analysis 


ISMA Centre graduates successfully 
placed with Goldman Sachs, 

CIBC Wood Gundy, Barclays Capital, 
Chase Manhattan and many more. 


The University of Reading 

ISMA Centre - Whiteknights 

PO Box 242 : Reading RG6 6BA - UK 
Tel: +44 (0)118 931 8239 

Fax: +44 (0)118 931 4741 

Email: admin@ismacentre.rdg.ac.uk 






School of Oriental & African Studies 


University of London 






Masters and Research 
Opportunities in Economics 


The School of Oriental and African Studies (SOAS) has one of the UK's leading eco- 
nomics departments specialising in the economics of growth and development and 
regional economic development. 






The Department offers several MScs available full or part-time: 
Development Economics * Economics with special reference to the Asia 
Pacific region OR Africa OR South Asia OR the Middle East * Finance and 
Development * Political Economy of Development 


Specialist options include: 
Cost Benefit Analysis for Developing Countries * Theories of Financial 
Institutions and Policy * Environmental Economics * Topics in the 
Economics of Labour and Gender * Economics of Agriculture: Policy 
Interventions * International Economics * Capital markets, Derivatives and 
Corporate Finance * Economic Problems and Policies of Industrial 
Development * 8 in-depth economic development 
modules covering the Asia-Pacific, Middle East and Africa 


Graduate Open Evening 
Thursday 1 February 5.00pm-8pm 
The Brunei Gallery, SOAS, Russell Square, WC1H OXG 


Further details from: 
Student Recruitment Office, SOAS, University of London 
Thornhaugh Street, Russell Square, London WC1H OXG 
Telephone: 020 7898 4034 
Email: study@soas.ac.uk 
Website: http://www.soas.ac.uk 
























SOAS 


University of London 






THE ECONOMIST JANUARY 27TH 2001 























COURSES 





0 for SE pw uw sec a 6 oO 1, cog 


= THE WORLD 
=IN YOUR CLASS 


O Committed to being an international center of excellence 
<= for management education, Rotterdam School of 

= Management is the Graduate School of Business at 

æg Erasmus Universiteit Rotterdam in The Netherlands. 


= INTERNATIONAL MBA PROGRAMS 





The Rotterdam School of Management s Full-time MBA 
oO (General Management) and MBA/MBI (plus Information 

Technology) bring together participants from 50 countries 
=j for an intensive 18-month “hands-on” approach to 

management, taught entirely in English. Work experience 


oO is required. 

"I For working professionals with at least four years of 

( experience, RSM offers 2-year Part-time International 

WG MBA and MBA/MBI Programs. Courses are usually held 
on Friday evenings and Saturdays every other week. The 

2 curriculum includes study trips abroad. 


< EXECUTIVE PROGRAMS 


The Rotterdam School of Management also offers 
Open Executive Courses, tailor-made In-Company 
Programs and Consortium Programs. 


ba 

© P.O. Box 1738, 3000 DR Rotterdam 

OZ The Netherlands 
Phone: +31-10-408 2222 i 
Fax: +31-10-452 9509 RS Mér 
E-mail: rsm@rsm.nl a aa Sec 

Rotterdam School of Management 

Internet: www.rsm.nl Erasmus Graduate School of Business 


QB-rem.nt 











MBA in High-Tech Management and Entrepreneurship 


Prepared for 
the cyber-paced business world? 


One-year residential MBA 

Fully accredited MBA program in English focusing 

on Information Management and High-Tech 
Entrepreneurship, offered by THESEUS in cooperation 
with CERAM Sophia Antipolis. 


—— www.wetldoo.com 


Executive MBA in partnership with 

The Anderson School (UCLA) 

A two-year part-time program specialized in 
Entrepreneurship in the High-Tech Industries. 


Scholarship competition 


TORNADO-INSIDER.COM 


Contact: admissions @theseus.fr 





For more information: www.theseus.edu M 
© 
5.4 


THESEUS International Management Institute 
MBA Admissions * BP 169 * 06903 Sophia Antipolis Cedex * France = 
Tel: +33 (0) 4 92 94 51 00 - Fax: +33 (0) 4 93 65 38 37 T H a S E U S 


INTERNATIONAL MANAGEMENT INSTITUTE 


CERAM School of Management offers a full range of educational 


programs from bachelors to masters degrees. 
For more information please visit www.ceram.edu 
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Amsterdam 
Institute of Finance 


In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2001 


Measuring and Implementing 
Economic Value Added 


Financial Innovation in 
Corporate Finance 


(Feb. 12 - 14) 


(March 26 - 30) 
Advanced Valuation Topics 


- Real Options (April 5 - 7) 
- Valuing Commercial Banks (April 9 - 10) 
The Options Workshop 
- Stock Option and Foreign Currency 
Option Pricing (April 23 - 25) 
- Option Trading Strategies and 
Risk Management (April 26 - 28) 
The Advanced Options Workshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives (May | - 3) 
- Exotic Options (May 4 - 5) 
Advanced Financial Statement Analysis (May 14 - 16) 
Acquisition Finance (May 17 - 19) 


For information, please visit our Web site or contact us directly. 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 


LL.M./Masters 


in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.I.T) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 





American Bar Association acquiesced programme. 


Course Modules include: 

¢ Principles of International Taxation * Tax Treaties 
Offshore Financial Centres « Anti-avoidance 
Trusts and other entities * Transfer Pricing 
International Tax Planning * E-Commerce Taxation 
Global Estate Planning & Asset Protection 


AN St.Thomas University 
AL School of Law - Miami, Florida 


For more information please contact: 


HONG KONG UNITED KINGDOM USA 

Michael Foggo Simon Denton Coleman Foster 

Tel: +852 2542 1177 Tel: +44 (0)20 7479 7070 Tel: +1 (877) 301 4736 
Fax: +852 2545 0550 Fax: +44 (0)20 7439 4436 Fax: +1 (305) 474 2461 
hk@SovereignGroup.com § uk@SovereignGroup.com —_cfoster@SovereignGroup.com 


www.stu.edu/tax 
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PRINCETON UNIVERSITY 
Woodrow Wilson School of Public and International Affairs 


in collaboration with the World Bank-World Bank Institute and Private Sector Advisory Services 


Privatization, Regulatory. Reform & Corporate Governance 
June 25 ~ July 13, 2001 Princeton, New Jersey USA 
Director, Eytan Sheshinski 


+ The Record on Performance and Reform of + Labor and Privatization 
State-Owned Enterprises Methods of Privatization: Auctions, Share 
+ The Rationale for and Problems of Public Flotation, Concessions and Strategic Investors 
Ownership + Mass Privatization in Transition Economies 
* Privatization of Natural Monopolies: Theory + Recent Privatizations: Data and Conclusions 
and Evidence * Post Privatization Corporate Governance 
* 


Regulation: Structure and Methods Sector Case Studies (Telecommunications, 
Deregulation and Competition Policy ‘Transportation, Utilities) 


Workshop includes working trips to Washington, DC (World Bank) and a Wall Street Investment Bank 


Lecturers in previous workshops (held ac HHD, Harvard University) include: Kenneth Arrow, 
William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz and Lawrence Summers 






« 


.. 







srnational Affairs 
ISA, Atm: Tra 
princeton 
form 


School of Public and Hr 
Pr NJO 


School of Management 


The University of Southampton Schoo! of Management is one of the UK's 
leading centres for management education heralding a top ‘5’ rating for its 
research, and an ‘excellent’ (23/24) score for its teaching quality. 

The School has an international reputation in the fields of banking and finance. 
¢ MSc International Banking and Financial Studies 

¢ MSc International Financial Markets 

+ MSc Accounting and Finance 

These programmes are studied on a full-time basis beginning September 2001. 
For further details quote ref ECO201. 

School of Management, University of Southampton, 
Southampton SOI7 1 BJ. Telephone: +44 (0) 23 8059 3076. 
Facsimile: +44 (0) 23 8059 3844. 
E-mail: mmtmail2@soton.ac.uk 
Web: www.management.soton.ac.uk 







University 
of Southampton 




















Recognized as the world’s most flexible Distance 
Leaming MBA or DBA/Ph.D. No bachelors degree 
required for the MBA {or Master's for DBA) if you have 
significant work experience. No. time limits, minimum 
or maximum. MBA usually takes one year, DBA two. 
Transfer students: welcome: No required courses. 
You will not have to study material you already know or 
do not need. No exams, instead you write papers. 
Learn from successful business leaders/authors 
(many are millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD- USA / 605- 
232-6037 ec@rushmore.edu www.disiancemba.com 





a 
COMPU 
FINANCE 
apply now for Fall 2007! 
www.cse.ogi.edu/CompFin/ 


JOLLEGE DE 
JE EDUCATION ON Y 
B.S., M.S., Ph.D, Many fields. í 
NO COST evaluation! Send resume. 

6400 UPTOWN BLVD NE + SUITE 398-W 
Dept. 34 < ALEUQ., NM 87110054A 
¢ 34@centuryuniversityedy 
1-800-240-6757 


Ga © E AND TECHNOLOGY 


BUSINESS & PERSONAL 


CANADA IMMIGRATION 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and 
confidentially prepared, Fast internet and email service. Specialists 
for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, 
BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
www.oiccanada.com passport@infoserve.net 














Our client, one of Canada's largest and leading regions, wishes 
to enhance their efforts to attract business investment by 
establishing Europe-based representation. 























They have an exceptionally attractive business case to present 
for such initiatives. The focus will be on European companies/ 
enterprises in the Life Sciences (pharmaceutical & medical 
biotechnology) and Automotive (vehicle assembly and auto- 
motive parts) sectors that are looking to expand their North 
American capabilities. 


With substantial head office support, this independently 
contracted consultant will primarily focus on conducting corp- 
orate sales calls, managing relationships with various clients 
and participating in the development and execution of business 
plans. There will also be involvement in a variety of other 
innovative sales/ promotion/marketing strategies and efforts. 


Preferred consultants will clearly demonstrate applicable exper- 
jence, superior sales, business and interpersonal skills, and 
knowledge of the Life Sciences or Automotive sector. 


To confidentially explore this opportunity, please contact: 


1099 Rebecca Street, Oakville, Ontario, Canada LGL 176 
Tel: 905 338-9981 Fax: 905 338-9982 
Email: rbcc@globalserve.net 






HYDROARCH Consulting Engineers is urgently looking for CURRICULA OF 
EXPERTS for long and short term assignments for European development fund projects in 
AFRICA in the following sectors: 


A ROAD: T.A., design and supervision 

A WATER: TA., design and supervision 

A AGRICULTURE: T.A., design and supervision 
A INSTITUTIONAL STRENGTHENING. 


Please send curricula by e-mail to the following address: md3242@meclink tt 
(for further information please contact our web site address: htto//www.hydroarchsrl.com) 

























 SODETEG 


For projects in Asia and Eastern Europe we are urgently seeking long and short term experts for the 
following positions : 
Monitoring and Evaluation Specialist: at least ten years experience in development projects and five 
years continuous experience in setting-up and operating M&E systems for internationally funded 
development projects {sectors : agriculture, education, health). 
Financial Management Specialist: at least ten years experience in financial management, including at 
least five years in finance and administration in developing countries. Experience of internationally 
funded development projects procedures for financial management and disbursement. 
Human Resources Specialist: at least five years experience HRD and training programme planning and 
implementation in developing countries (sectors | agriculture, education, health) 
Information Systems Specialist: at least five years experience in setting-up and operating information 
systems (databases, web-sites, networks) for internationally funded development projects, 
In addition, SODETEG will recruit in the coming months experts in the field of Public Administration. 
Candidates should have relevant university degree and post-graduate training in related subjects, as well 
as proven experience with the main [ternational Agencies, Fluency in English is essential. 
Please send CV by fax or preferably by E-mail (Ref: Economist 0100): 

Attention Mrs Pascale FORESTIER : 

fax : +33 1 56 30 64 13 

e-mail : cv. management @ sodeteg.thomson-csf.com 
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THE UNIVERSITY OF 


OXFORD 


BUSINESS 


The one-year MBA at the University of Oxford integrates a dynamic and entrepreneurial business school with the intellectual 
vibrancy and collegiate structure of one of the world’s most respected universities. The result is an intense, life-shaping 
experience and we expect our graduates to make their mark on the world just as generations of Oxford graduates have done 
before them. To find out more, visit www.sbs.ox.ac.uk or call +44 (0) 1865 224371 


THE BUSINESS SCHOOL OF THE UNIVERSITY OF OXFORD 





APPOINTMENTS 


The University of Basel (Switzerland) Faculty of 
aes Economics and Business Management 


Assistant Professor 
of Economics 


Applications are invited from qualified persons 


NORTH ATLANTIC TREATY ORGANIZATION 





NATO'S OFFICE OF INFORMATION AND PRESS 
is seeking to fill two key positions (m/f) 


having research and teaching interests in 

DIRECTOR Microeconomics. The appointment will be 

NATO INFORMATION OFFICE, MOSCOW made on a tenure track position, commencing 
April or October 1, 2001. The initial appoint- 

| N FORMATI O N O FFI CE R ment is for five years. The tenure decision (with 


NATO INFORMATION OFFICE, MOSCOW promotion to associate or full professor level) 
to join a small team in a highly dynamic and challenging will be made on the basis of an evaluation after 
international setting. four years. The teaching load for an assistant 
Both positions are responsible for promoting the understanding professor is 4 hours per week and the current 

of and support for NATO policies and programmes in Russia. Working A f ; 
in the NATO Information Office in Moscow, which opens in early gross salary for an assistant professor is appro- 

2001, the individuals will plan and implement an Outreach ximately up to CHF 116'000 p.a. 

programme that is central to NATO/Russia relations. 


Candidates should hold a Ph.D. or equivalent 
qualifications, have demonstrated strong rese- 


You must be a national of a NATO country and have: 
e a thorough knowledge of international affairs, including NATO 


* operations; arch potential and show a capacity for effective 
ea akong Packgrouna in public information work and the ability teaching and supervision both at the undergra- 
to deal with media and decision makers; i 

e an understanding of how to develop and organize outreach duate and graduate level. Candidates must 
information programmes and work with NGOs; have adequate German language skills and be 
ea voitersiiy education in international relations, public relations, prepared to teach in German. Applications 

or another relevant discipline or equivalent experience; 2 : ; : 
© a strong command of Russian as well as one of the official languages should include a curriculum vitae, a full list of 
of NATO (English and French) and proficiency in the other. publications, a brief description of research in 
The best candidate will be offered the post of Director with the progress, one or more research papers, three 





runner-up being offered the post of Information Officer. Detailed job letters of recommendation, and information on 
descriptions can be found on the NATO web site: www.nato. int teaching experience 


Letters of application, with detailed CV, should be sent by post or by ae 
e-mail (indicating a postal address), quoting the ence Applications should be sent by February 15, 
OIP.MOS.EC.01, to: Recruitment Service, 2001 to Peter Kugler, Dean of the Faculty of 
NATO Headquarters, 1110 Brussels, Belgium or Economics and Business Management (WWZ) 
recruitment@hq.nato.int. ; S 

Petersgraben 51, 4003 Basel, Switzerland. 


Closing date for applications: 28 February 2001. The Uni ‘ty of Baseli Equal O tunit 
Only those candidates who meet the specified requirements and whose eet ee ee eke 
applications pass the initial screening will receive o reply. Employer. 
Telephone/e-mail enquiries will not be answered. Please note that any 
applications sent via e-mail must be sent using Word 97, 
4 format with only one attachment. 
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EUROPEAN AGENCY FOR RECONSTRUCTION 








The European Agency for Reconstruction with its Headquarters in Thessaloniki and its operational centers in Pristina, Belgrade and 

Podgorica is responsible for implementing the European Union's reconstruction programme in the Federal Republic of Yugoslavia. 

<: -Weare looking for our offices in Podgorica, Pristina and Belgrade for Temporary Agents to whom we offer a 18 months contract 
“(with the possibility of renewal) and a competitive salary. 


General conditions: 
citizenship of a European Union member state; 
fluent in English as the Agency’s working language (written and spoken), 
knowledge of other EU or local languages would be appreciated; 
education in the specific field; good organization, motivation and self-judgement are required; 
experience in an international working environment will be an asset; 
these are equal opportunity posts, and women are encouraged to apply. 


1) Finance Assistants junior/cashier (Ref.: POD 002/AT) 


Tasks: 
Under the supervision of the Head of the Finance Unit the Finance Assistant, will deal with payments to contractors and 
administrative expenses: 

brief new contractors on financial and contractual payment requirements, respond to respective queries, 

check invoices of reimbursable expenses of fees and direct costs 

prepare payment orders. 


The Finance Assistant will also monitor financial database, deal with general ledger requirements and possibly prepare eben 
statements. He/she might be asked to take his/her function as a cashier. 


Profile: 
> 3 years professional work experience in finance and accountancy 

very good written and spoken English 

computer skills (Windows, Excel, Word) compulsory 

dynamic, flexible, and able to work under pressure and meet set deadlines 

high school diploma in accountancy related field 

a second European language would be an advantage 


Conditions: see general introduction 
Place of work within the Finance Unit of the Agency operational centre in Podgorica or Belgrade. 


2) Two Institution Building Experts, Ref: (BEL 012/AT) 


We are seeking two experts to work in our Operations Division in Belgrade. They will design and implement programs aimed at 
assisting the FRY Authorities to reform the public administration. 


Tasks: 
> Assessing needs and designing programs in areas such as civil service reform, public finance management, public 
i procurement, financial control and audit. 
Drawing up terms of reference and tender specifications. 
Participating in technical and financial evaluations of tenders, 
Progress chasing and trouble shooting during project implementation (including field visits and inspections): 
Drafting reports and commenting on consultants’ reports. 
Maintaining a dialogue with the authorities, beneficiaries and other donors in this field. 


Job profile: see general introduction. Furthermore, applicants need to be team players who are able to work quickly against often 
tight time constraints. They also need to be flexible and prepared to work in sometimes difficult conditions. 


oe specific requirements are: 
University degree or higher education certificate in economics, business administration (e.g. MBA) or other 
related subjects 


see top of next page 
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Minimum of 10 years relevant work experience in the public administration of one of the EU Member States, in 
particular in the area of public finance management. 

Experience of public administration reform in transition countries, 

Proven track record in project management 

Knowledge of procurement rules and procedures (knowledge of EC rules would be an advantage). 


3) Communications Officer, Ref. PRI 005/AT 


Tasks: 


Under the supervision of the Head of the Information Unit in Thessaloniki the Communications officer will assume the responsibility 


of Agency’s Spokesperson in Pristina. 


He/she will also have to 


> ensure information coordination on the spot with the respective departments of UNMIK (esp. Pillar IV), KFOR, local 
communities and institutions, and the internal information flow with the Agency’s Headquarters, 


> prepare publications and delegations visits, 
> provide business information on the ground. 


Profile: see general conditions. Furthermore, 


at least five years relevant work experience 


strong public relations, communication, reporting, organizational and computer skills, 
solid field experience in the Balkans and good understanding of the workings of international organizations and 
financial institutions, particularly those involved in development issues, are essential. 


Applications including a detailed Curriculum Vitae and indicating the respective reference number should be sent by e-mail only and 


in English only to admn @ear.eu.int 


Applicants will be short-listed on the basis of their CV’s and these will be invited for an interview. 


Deadline for the submission of applications: 11.02.2001 


Cambridge 


a Ld 

opportunities at Mott MacDonald 
Mott MacDonald is a world class consultancy with 4 400 staff 
across the globe, Due to a substantial increase in business ~ par- 
ticularly in Eastern Europe and Central Asia - we're looking for 
senior specialists and project managers/team leaders, the 
latter with sound expertise in the management of internationally 
funded projects with a strong social component, to extend our 
Register of Independent Consultants. 


You should have experience in one or more of environmental man- 
agement, water resources management, irrigation, water quality 
management, environmental and water economics, policy and law, 
solid waste management, institutional strengthening and social 
assessment. Regional experience and the ability to speak Russian 
(or other regional languages) would be advantageous. 


We are also seeking an environment manager for a permanent 
post based in our Croydon head office. You'll have professional and 
academic qualifications in a relevant discipline plus at least ten 
years’ project management, team leadership and business devel- 
opment experience with an interest in overseas work. 


For further details contact Jim Perry at jim.perry@mottmac.com 
or send your CV and a covering letter to Peter Mason at: 


Mott MacDonald Tt 01223 463500 
Demeter House F 01223 461007 
Station Road E pbm@mm-camb.mottmac.com 


Cambridge C81 2RS 


Mott 
MacDonald 


Mott MacDonald is an equal 
-opportunities employer 





eos RAE ECONOMIST JANUARY 27TH 2001 


International Centre for Research in Agroforestry 
Recruiting a Human Resources Manager 


ICRAF 


The international Centre for Research in Agroforestry (ICRAF) is one of 16 food and environmental research 
organizations known as the Future Harvest Centres. This global network of international centres conducts 
research and development activities aimed at reducing poverty, increasing food and nutritional security, and] 
protecting the natural resource base in developing countries. ICRAF has its headquarters in Nairobi, Kenya; and ¥ 
works in more than 20 countries throughout Africa, Asia and Latin America. 
The Position: 
ICRAF is reemiting a Human Resources Manager to be based at ICRAF Headquarters in Nairobi, Kenya. 
He/she will frame the organization's HR policies and procedures and contribute strategically to the 
effectiveness and efficiency of the center through: (a) Partnering with ICRAF's management to developar 
implement progressive, fair, effective, transparent and consistent human resources management polivies and | 
practices, (b) Providing guidance, coaching, advise and institutional leadership in aspects related to staff 
supervision issues, staff diversity, management of change and leadership issues; and (c) Managing the Human 
Resource Unit of ICRAF. 
The Successful Candidate Will Have: 
* A Masters degree (or equivalent) in human resources management, business administration, 
communication or another relevant field. 

Minimum 10 years relevant experience with organizations who practice effective Human Resources! 

Management in an international context. 

Broad knowledge of personnel administration, compensation, recruitment, employee relations, and F 

training and development. 

Demonstrated leadership in management of organizational change issues; strong management, influenci 

and interpersonal skills. 

Strong organizational skills and personal attributes of responsiveness, efficiency and Follow through: high f 

energy level and the ability to perform both independently and as an effective team ph 

Strong communication skills in English < written and oral; working knowledge of Spanish and/or French 

would be a definite advantage. 

Up-to-date knowledge of Microsoft Office suite of software packages. Expertise in automated human 

resources applications would be an advantage. 

A genuine interest in intemational agricultural development and the flexibility to travel around the workt: f- 
Terms of Offer: 
ICRAF offers an internationally competitive salary and benefits package, and a collegial and gender-sensitive 
working environment, The contract is for continuing appointment up to 10 years, subject to a I-year probation 
period, annual assessment of performance, continued relevance of the position and availability of resources: 
Applicants are invited to send a detailed curriculum vitae and the names and addresses of three refereds 
Gnclading telephone, fax numbers and email addresses}. All correspondence should be addressed to Human 
Resources Unit, ICRAF, PO Box 30677, Nairobi, Kenya; teh +254 2 521450 or +1 650 833 6645; fax: +254 2 
521001 or +1 650 833 6646, email: Lmbinda@egiar.org 
Women and developing country nationals are particularly encouraged to apply. Applications will be considered 
until 31st March 2001. or until the position is filled. 
We invite you te learn more about ICRAF by accessing our web site at http://www.cgiarorg/icrafi/ on the) 
Internet. d 











Faculty positions 


at 


London Business School 


London Business School is a leading international centre of 
business education and research. Continuing development has 
led to a range of faculty positions for internationally recognised 
researchers and teachers in: 

@ Accounting 

e Decision Sciences 

è Economics 

è Entrepreneurial 

Management 
è Finance 


è information Management 

è Marketing 

® Operations Management 

è Organisational Behaviour 

è Strategic and 
International Management 


Appointments may be made at Assistant Professor, Associate 
Professor or full Professor levels. 


Professorships: Candidates will have a distinuguished academic 
career and an established international reputation in their 
fields, as well as an excellent publications record. 


Assistant/Associate Professorships: Candidates will have a 
PhD, a developed area of research interest and some teaching 


London Business School exists to advance learning and research 
in business and management 


experience. Business experience would be an advantage. 
Candidates at Associate Professor level will also be expected 
to have a proven publications track record. 


Faculty are required to teach on our MBA, MSc, PhD and 
executive programmes and to conduct high quality research. 


Letters of application and CV, plus the names and addresses 
of three referees, should be sent to: 

Clare Adam, 

Research and Faculty Office, 

Londen Business School, 

Regent’s Park, London NW1 4SA, 

United Kingdom 

Email: cadam@london.edu 


For more information about the 
Schoo! see our website below. 


Closing date: 23 February 2001. 


London 


Business 
School 


www.london.edu DNimaukAunka 


Economist 


—— Competitive Salary + Banking Benefits ° City of London —— 


Moscow Narodny is.a British bank which has been based 
in the City of London for over 80 years. The Bank specialises 
in Treasury, Trade Finance and Corporate Finance products, 
delivering these to international markets including Russia 
and the CIS. 

We are now looking for an Economist to assess and 
monitor the Bank’s various risk exposures and assist the 
Group Economist in undertaking a broad range of economic 
research to. provide direct support and add value to the Bank’s 
marketing effort worldwide. 


You will be an economics graduate with 2 years’ 


experience, preferably in a banking environment, and will 
have excellent verbal and written communication skills. 

If you are self-motivated there will be considerable 
opportunity for you to make a significant contribution as part 
of a small but growing professional team. 

If you feel that you have the necessary qualifications 
and experience, please write, enclosing a full CV and 
outlining present salary, to Catherine Bourne, Personnel 
Department, Moscow Narodny Bank Limited, 81 King 
London EC4N 7BG or 
catherine. bourne@mosnar.com 


William Street, e-mail 


Moscow Narodny Bank Limited 
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Cranfield 


NIVERSITY 
School of Management 











| Academic 
Appointments 
-Strategic Management Group 


Cranfield School of Management, one of Europe's leading 
business schools, has an excellent teaching rating, high 
quality research output through internationally recognised 
research centres and is one of the largest providers of 
management education and development for senior 
executives in Europe. The success and expansion of the 
Cranfield MBA, Doctoral and executive education 
programmes has created the need for additional high 
quality academic faculty. 


The emphasis in this recruitment phase is on Research 

and for Faculty who will play an active role in the School's 
research centres in addition to teaching. We are particularly 
interested to attract faculty who have an outstanding 
research track record in any aspect of strategy. Significant 
resources are available within the School to support research. 


Interested? Send a résumé to Murray Steele, Head of 


Strategic Management Group, Cranfield Schoo! of 
Management, Cranfield, Bedford MK40 4AL. 













TYPSA, 


the largest civil and environmental Spanish consulting and 
engineering firm, is seeking highly-skilled professionals in 
the following areas: 






Transport Infrastructures and Studies 









Water and Sewage Networks and Plants 
Agriculture and Irrigation 
-Project Management & Finance (BOTs, privatisations, etc) 
Rural Development, Social Issues & Health 


Hydraulics 

















Environmental Management and Studies 





Industrial & Power Engineering 






Architecture & Building 


Institutional Strengthening (Training, Capacity Building, 
etc) 














All applicants must have working experience in 
international projects. To speed-up the selection process, 
and prior to sending your. CV, please follow the quick 
instructions given at www.typsa.es (under job opportunities). 
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The Role 


4 Development, administration and 
implementation of course and 


training activities in the field of 


enterprise development 
i Activity manager for individual 
training courses 
2 Delivery and facilitation of training 
and learning sessions and events on 
enterprise development 
Creation of training and pro- 
motional material 


Identification of new develop- 
ments in the field of enterprise 
development 










Please send a detailed CV 
(quoting reference 1/2001). by 
16 February 2001 to: Personnel 
Office, International Training Centre 
of the ILO, 10, Viale Maestri del 
Lavoro, 10127 TURIN, Italy 
FAX n: + 390116936699 
e-mail: Pers@itcilo.it 


For a detailed job-description, contractual conditions and an application form, please 
visit Centre's website: http: / Avwwaitcilo.it/english /bureau/turin /jobs /index.htm,, 








The international Training Centre of The 
International Labour Organization, Turin (Italy) 


Programme Officer 


Enterprise Development Programme 
One year contract - renewable 


As part of the ILO, we provide training and learning opportunities for ILO 
constituents and partner organisations in social and economic development: 
Within this context, the Technical Programme designs and implements training 
and learning activities in the field of Enterprise Development. 


The Person 


3 


a 


a 





























University degree in one of the 
following: business management, 
economics, accounting, social 
science, gender issues, develop- 
ment cooperation, human resource 
development 











5 years + professional experience in 
the design and delivery of enterprise 
development activities, with at least: 
2 years in an international context 
Sound knowledge of development 
issues in developing “countries, 
especially enterprise development 
and gender issues in Arab states 
Excellent training and facilitation, 
skills, Up-to-date computer skills 
Excellent knowledge of inter 
national technical cooperation 


























Positive contribution to working 
within a multicultural environment 
Fluency in English and Arabic. 
Knowledge of French, Spanish or 
Portuguese would be an additional 
asset 





















School of Oriental & African Studies 


leader in Asian Management. 


The position will attract candidates with a research record in Chinese business and 
management, expertise in one or more disciplines within Business Administration or 
Management, and a thorough understanding of modern China. 

The successful candidate's principal initial responsibility will be to contribute 
creatively to a new Masters programme in Chinese Business and Management 
under the leadership of Professor Christapher Howe. Based in the School's Centre 
for Financial and Management Studies, the successful candidate will also participate 
in the development of the School's generic research and teaching in International 


Business and Management Studies. 


The School wishes to attract a scholar with proven research ability at PhD level or 
above and active research plans. A sound reading knowledge of Chinese would be an 
advantage. The appointment may be made at any point on the Lecturer A or Lecturer 
B scale, depending on qualifications and experience. 

An application form and further particulars may be obtained from the Human Resources Dept., 
f Street, Russell Square, London, WC1H OXG. 
Telephone: 020 7692 5359, Fax no: 020 7692 1496 

e-mail address: personnel@soas.ac.uk). Overseas candidates may apply 
directly by letter supported by full curriculum vitae, and the names, 
addresses, fax and telephone numbers of three referees. Potential 
applicants may contact Professor Laurence Harris, Director, Centre 
for Financial and Management Studies, SOAS, for informal discussion 
of queries Telephone +44 207 691 1602, email h@soas.ac.uk} 


School of Oriental and African Studies, 


Closing date: 9 March 2001 
SOAS is an equal opportunities employer. 


University of London 


Lecturer in Chinese Business and 
Management 


£207/K - £33K inclusive of London Allowance 
Initially 5 Year Fixed Term Contract 
Vacancy 01/01 
This newly created post has central importance for SOAS's strategy of becoming a 























































SOAS 


University of London 
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The College of Commerce & Economics seeks applications for the 
position of Dean to oversee its continuing commitment to 
excellence and innovative vision. The mission of the College, 
which opened in 1993, is to excel in teaching, research, and 
application of knowledge to the community. The College offers 
degree programs leading to the Bachelor of Science degree in 
Accounting, Business Statistics, Economics, Finance, Marketing, 
Management, Management Information Systems and Operations 
Management. An MBA program is under development. The 
College has 37 faculty and over 1000 students. The language of 
instruction is English and therefore, fluency in English is essential. 


The Dean is expected to provide dynamic leadership and, in 
collaboration with the faculty, articulate a vision and define the 
intellectual direction for the College. The Dean will also be 
responsible for developing and maintaining interactive 
relationships with the community, both locally and internationally. 


Minimum Qualifications for the position are: 


An earned doctorate in a field closely related to the areas of 
instruction in the college; 

Strong academic qualifications commensurate with the rank of 
Full Professor in a business discipline — at least 10 years; 

A record of excellence in teaching, research, and application of 
knowledge to community; 

A broad understanding of the business disciplines and related 
issues and trends in business education; 

A record of progressively responsible and senior level 
administrative experience in higher education, as well as strategic 
planning, resource allocation, and budget management; 

A demonstrated desire and ability to work with community, 
industry, government and professionals in developing 
collaborative relations and external support. 


In addition to the above qualifications, the ideal candidate will 
possess (1) strong interpersonal and communication skills, (2) a 
commitment to recruiting, supporting and retaining quality faculty, 
staff and students, (3) demonstrated skill in team-building and 
working with diverse constituencies, (4) commitment to faculty, 
staff and student participation in college governance, (5) the ability 
to foster a collegial, collaborative work environment and (6) a 
strong commitment to quality improvement and faculty 
development. 


Apart from an attractive salary package, the University offers paid 
annual leave (60 days) with return first class air tickets to home 
country for spouse and up to three dependent children, furnished 
accommodation on campus, reimbursement of school fees for up to 
two dependent children, end of service gratuity (one ultimate basic 
monthly salary for each completed year of service [maximum 12 
years’ entitement]), Shipping allowance and free medical 
treatment in Government hospitals within the Sultanate of Oman. 


Applications will be accepted until the position is filled. Applicants 
should include in their response a statement of interest that states 
their educational philosophy and experience related to the position. 
along with a detailed curriculum vitae and the names and addresses 
of at least 5 referees should be sent to the address below, faxed to 
+ (968) 514043 or emailed to cceadm@squ.edu.om, quoting our 
Ref: ADV/CCE/03/01 : 


Dean’s Search Committee, 
College of Commerce & Economics, 
Sultan Qaboos University, 
P.O.Box 20, Al-Khod Postal Code 123, 
Sultanate of Oman 
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ECONOMIST - Based in westminster 


= For the Uk’s largest sectoral employers’ organisation 





The EEF promotes engineering, engineering construction and manufacturing 
interests throughout the UK and Europe. We have a membership of close to 
6,000 companies employing 900,000 people. 

The organisation has a high and increasing profile, with its economics team 
making a growing contribution to the work of the EEF. We wish to appoint 
an Economist to strengthen this further. 









You will have the opportunity to: 


e analyse economic developments and their implications for UK 
manufacturing 

e contribute to the development of policies to improve the 
competitiveness and productivity of UK manufacturing 

e research on the impact of areas of work such as innovation, 
technology, business finance and taxation, e-commerce and 
transport 

e have significant contact with our regional associations, member 
companies and government 

e develop a high profile role for yourself presenting to members and 
influencing decision-makers in your areas of work. 


















You will be able to offer us an Economics degree and a minimum of two 
years relevant experience, preferably working on issues relevant to industry. 
Apart from being highly numerate and IT literate, you will be able to master 
detailed information and have the confidence to communicate this clearly, 
orally and in writing. 


To apply, please submit your CV and current salary details to: Pauline 
Burdon, Personnel Manager, EEF, Broadway House, Tothill Street, London 


SW1H 9NQ. Tel: 020 7654 1508, e-mail: pbaurlonveof-tesh orga 
Visit our website to find out more about us: www.eef.org.uk O 


Closing date for applications Friday 9th R: 2001. rarat aa 








MRC Programme on AIDS in Uganda 
Social Scientist/Anthropologist 


Applications are invited for the post of Social Scientist to join 
an established and dynamic multi-disciplinary research team 
working on aspects of the transmission and control of 
HIV/AIDS in Uganda. The successful candidate will lead a 
programme on qualitative research working closely with 
scientists from other disciplines. 


You should have an honours degree in anthropology, sociology or 
related discipline and be fluent in spoken English. Experience 
of field studies in a developing country (particularly Africa) 
and HIV/AIDS research would be an added advantage. 

The post will initially be for three years with the opportunity 
to extend by mutual agreement. 


Further details and application forms available from 
Helen Drozdzewski, Personnel Advisory Group, 
Medical Research Council, 20 Park Crescent, London 
WIB IAL, UK. 

Answerphone: +44 (0) 20 7637 6005. 

Fax: +44 (0) 20 7637 0361. 

E-mail: helen.drozdzewski@headoffice.mrc.ac.uk 


Closing date: 14 February 2001. 
Interviews will be held in London on | March 2001. 


‘Leading Science for Better Health’ 
The Medical Research Council is an 
Equal Opportunities Employer and operates 


a strict no smoking policy. Medical Research Council 
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APPOINTMENTS 


FERA y g 
CARE 
PEOR 
INTERNATIONAL 


INTERNATIONAL MARKETING DIRECTOR 


Location: Brussels - or negotiable. 
Jp to $75,000 pa. 


An experienced Senior Marketer is sought by this global humanitarian 
agency to help deliver its vision of “a world of hope... Where poverty 
has been overcome and people live in dignity and security”. The role 
involves directing international initiatives and supporting the private 
fundraising and communications work of the growing membership. 
An international track record, ambition, imagination, ability to 
operate fluently in English and effective capacity building skills are 
needed. 

Please submit your CV and covering letter by 12 February 2001 to 
CARE International Secretariat, Boulevard du Regent, 58 box 10, B- 
1000 Brussels, Belgium. Fax: 32 2 502 82 02. Further details from; 


ECONOMIC ANALYSTS 


LMC international, with offices in Oxford and Manhattan, is the 
world’s leading economic consultancy specialising in agricultural 
commodities and related sectors. 


As part of our current expansion, our Oxford office is recruiting 
Economists and Senior Economists. Each post calls for: 


+ A high level of qualifications in economics 

* Strong interest in industry and market analysis 

+ Ability to address complex issues, within firm deadlines 

* Excellent English, writing, presentational and computing skills 


Foreign languages would be a strong advantage. Non-EU applicants 
must have the right to live and work in the UK. 


LMC has an excellent record in developing research skills, offering 
staff the opportunity to advance rapidly in salary and experience. 


info@care-international.org Member websites via: wwmcare.org. eet ay olmet Senior Office Manage 
pply to: Lynne Tromans, Senior Offi anager, 


LMC International, 14-16 George Street, Oxford, OX1 2AF 


To reduce costs, we regret that we do not contact applicants not 
or e-mail to LTromans@LMC.co.uk 


shortlisted. 








PROJECT MANAGER 
TRANSFORM CO-ORDINATION TEAM 


MALAWI 


output, as well as managing financial issues as set out in the 
Project Memorandum. 


QUALIFICATIONS AND EXPERIENCE 


You'll need a degree or postgraduate qualification in Financial 
Management, Social Development, Institutional Development 
or Organisational Development. We ‘re also looking for some 
experience of working with CSOs and NGOs, preferably in 
Africa . A good communicator with strong team leadership skills, 
you'll be experienced in working in the field of institutional and 
organisational development and support. 


TERMS OF APPOINTMENT 


The post will be for a fixed term period of 3.5 years, which may 
be extended, and includes a 10 month probationary period. The 
salary offered will be in the range £33,000 - £36,000 (UK 
taxable), dependent on qualifications and experience and 
includes an element in lieu of the employers share of : 
superannuation. “a 
Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 


Department for 
International 
Development 





The advent of multi-party democracy in Malawi went some way 
to restoring the previous lack of civil, social, economic and 
political rights of poor people. Nevertheless, massive challenges 
lie ahead before any sense of social equilibrium can be 
achieved. Specifically, poor and marginalised people still lack a 
structure to articulate their practical economic and social needs. 


DFID has launched the Transform Project to help poor and 
marginalised peopie to realise their rights to fulfil practical 
economic and social needs. This will be done by supporting 
projects initiated through Civil Society Organisations that aim to 
provide poor people with channels of communication to make 
themselves heard. The project will also contract experienced 
NGOs to support emerging ones, as well as operating a 
Challenge Fund. 


Your initial task will be to recruit a co-ordination team for the 
project. Once established, you will lead this team to manage all 
aspects of the project through inception and implementation 
involving everything from publicising the project to a wide range 
of stakeholders, concluding contracts with funding and support 
organisations, helping them to understand and apply the rights- 
based approach and establishing project management systems; 
to designing a project manual to specify the systems and 
procedures to be followed by project stakeholders. 

You'll have overall responsibility for the co-ordination of the 1951 UN Convention on Refugees. 
stakeholder input to ensure the effective delivery of project Closing date: 16 February 2001. 


Application forms can be obtained, quoting reference AH375/5C/RO/TE clearly on your envelope, from Department for 
International Development, Abercrombie House, Room AH375, Eaglesham Road, East Kilbride G75 8EA or telephone 
(01355) 843545 (answerphone) or e-mail: group5c1@dfid.gov.uk —http://www.dfid.gov.uk 














4 





Fulfilling Britain’s commitment to (ug a! 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 


reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 
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“APPOINTMENTS. 


at SOFRECO 


International consulting company, 
is seeking urgently to complete its teams: 


DEVELOPMENT AID-MANAGEMENT SPECIALISTS ief. 0£2192) 


eam Leader positions for long term assignments. 

Assistance to the EU Programme Management Unit: identification, planning, organisation, 
monitoring of programmes funded by the EU at national level. 

The candidates must be EU nationals and familiar with EU/EDF procedures. 


PUBLIC INVESTMENT PROGRAMME ADVISER (ref. £2360) 


Team Leader positions for medium and long term assignments. 

o develop systems/procedures for PIP (Public investment Programme) preparation: 
Implement process for selecting, evaluating and prioritising projects for PIP formulation; 
Develop a framework for monitoring/evaluating PIP; implement training actions. 





For both profiles, very good knowledge of English is essential, good practice of a third 
anguage (French, Russian, Spanish) would be appreciated. 





Candidates with relevant experience should apply urgently to: 


SOFRECO, 92-98 Bid Victor Hugo, 92115 Clichy cedex, France 
Ecofi@sofreco.com Fax (33.1) 41.27.95.96 (web-site: www.sofreco.com) 








tag The University of Sydney 


AUSTRALIA 


Chair of Economics 


School of Economics and Political Science 
Faculty of Economics and Business 


Reference No. B02/001176 

The University of Sydney is Australia’s first University and has a strong scholarly 
tradition in teaching and research. The Faculty of Economics and Business comprises 
two cross-disciplinary schools, the School of Business and the School of Economics 
and Political Science, and has a strong reputation in undergraduate and postgraduate 
teaching, research and research consultancies, Approximately one third of the Faculty's 
students are enrolled in postgraduate programs, including a large PhD program 
spanning the social sciences and major business disciplines, 


The School of Economics and Political Science seeks applications from suitably 
aualiey people for the position of Professor of Economics at the University of Sydney. 

e Economics Discipline is located within a multidisciplinary School of Economics 
and Political Science. The other Disciplines in the School are: Econometrics and 
Business Statistics, Economic History, Government and International Relations, and 
Political Economy. The Discipline has a diverse range of teaching and research 
interests. It teaches courses to students undertaking broadly-based social science 
degrees and business degrees, as well as those training as professional economists. 


The successful applicant will have an established record of outstanding research and 
scholarship in Economics. Candidates should have an independent research program 
that has achieved international recognition and a demonstrated ability to provide 
research leadership. The ability to obtain continuing research funding from competitive 
grants must be demonstrated. 


The successful applicant will have a strong commitment to excellence in teaching, and 
a demonstrated ability to encourage learning and to provide leadership in curriculum 
design and teaching method. The successful applicant will also have the superior 
administrative and management skills needed to plan and foster improvements in 
teaching and research and to provide direction and impetus to the future developments 
of the Discipline. Applicants with an exceptionally strong research record and limited 
teaching experience will also be considered. 


The position is full-time continuing. Membership of a University approved 
superannuation scheme is a condition of employment for new appointees. For further 
information contact Professor Peter Wolnizer, Dean, Faculty of Economics and Business, 
Tel: +61 2 9351 3084, Fax: +61 2 9351 6639, e-mail: pww@econ.usyd.edu.au or 
Professor Graeme Gill, Head of School, Tel: +61 2 9351 3090, Fax: +61 2 9351 6635, 
e-mail: g.gill@econ.usyd.edu.au 


Remuneration package: AUD$115,022 p.a. (which includes a base salary 
Professor Level E AUD$97,632 p.a., leave loading and up to 17% employer's 
contribution to superannuation). A salary supplement may be negotiated with the 
successful applicant. 


Closing: 19 April 2001 


APPLICATIONS: 


Ten copies of applications, which should quote the reference no, address the 
selection criteria, and include a CV, a list of publications, the names, addresses 
e-mail, fax and phone number of five confidential referees, should be forwarded 
to:. The. Personnel Officer, College of Humanities and Social Sciences, Old 
Teachers College, (A22), The University of Sydney, NSW, 2006, Australia. 





The. University is a non-smoking workplace and is committed to the policies and principles 
of equal employment opportunity and cultural diversity. The University reserves the right 
fot to proceed with any appointment for financial or other reasons. 

See hitp-/\wew.usyd.edu.au/ 
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Senior Program Managers 


international Reproductive Health 
10+ years of international development experience in reproductive health (e.g. maternal 
health, STDs, HIV/AIDS, infection prevention, cervical cancer prevention). 
Advanced degree. 
2+ years living/working overseas. 
Fluency in second language (SP, FR, Port.) 
Position in Baltimore with likely future overseas posting. 
JHPIEGO Corp 
(affiliate of Johns Hopkins University) 


More info: wwwjhpiegejhu.edu Fax: 410-614-9805, or send resume to HR@ jhpiege.ore 








The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning $100K+ per 
year, we can assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
(619) 224-9268 or E-mail: 102224.3306@compuserve.com and open the 
doors to opportunity today. 





















Resume Broadcast International 
P.O. Box 6930, San Diego, California 92166, USA. 

Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @compuserve.com 


ee 


International 
















International Center for Agricultural Research in the Dry Areas 
(ICARDA) 


VACANCY ANNOUNCEMENT 


MANAGER, LIBRARY AND INFORMATION SERVICES 
Aleppo, Syria 


The Organization 

ICARDA is a non-profit international agricultural research center in a worldwide 
consortium of 16 centers, supported by the Consultative Group on International 
Agricultural Research (CGIAR). The CGIAR is co-sponsored by the World Bank, 
the Food and Agriculture Organization of the United Nations, and the United 
Nations Development Program. The Center has a global mandate for barley, lentil 
and faba bean improvement, and a regional mandate for the improvement of 
wheat, chickpea and forage and pasture legumes. A major emphasis is placed on 
the conservation and management of land and water management, and improved 
productivity of small ruminants in integrated farming systems in dry areas. 


The Position 

Under the direction of the Unit Head, the Manager, Library and Information 

Services is responsible for the following key activities: 

+ Overall management and administration of the library. 

e Provide information services to ICARDA staff and the Center's collaborators in 
Central and West Asia and North Africa (CWANA) and elsewhere. 

e introduce and maintain automated Library Management Systems, Database 
Management Systems, and other modern information technologies. 


Required Qualifications 

Masters degree in library and information science or computer systems and 
information management or Masters degree in agriculture or related field with 
extensive experience in library and information science to perform at a fully 
professional level. 


Terms of Appointment 

The appointment will be for an initial period of one year, renewable thereafter on 
an annual basis. The salary is paid in US dollars. Benefits include housing 
allowance, paid home leave travel, a savings scheme, life and health insurance 
package, vehicie for business and personal use, and free enrollment for ` 
dependent children in the ICARDA-administered International School (KG-Grade 
12). 

Application x 

Qualified applicants are invited to send: cover letter of interest, including recent 
salary history; curriculum vitae; names of/contact information for three professional 
referees; photocopies of relevant supporting documents; to : Personnel Office, 
ICARDA, P.O. Box 5466, Aleppo, Syria; Telephone: (963-21) 2219477, 2225112, 
or 2225012; Fax: (963-21) 2213490, 2225105, or 5744622: E-mail: ICARDA- 
JOBS @-CGIAR.ORG: Website: http:/Avww.cgiar.org/icarda (if sending by e-mail, 
please do not include graphics or other large file attachments.), APPLICATION 
DEADLINE: Applications must be received by 28 February 2001. ICARDA is 
an equal opportunity employer, and encourages applications from women. 


sodi 
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DFID-Southern Africa is supporting the development of a 
Poverty Reduction Strategy Paper (PRSP) in Lesotho. The PRSP 
will provide a framework for poverty reduction and is the first 
stage in the development of a Poverty Reduction and Growth 
Facility (PRGF). It will also provide the context for future 
assistance on the part of Lesotho’s donors, including for DFID- 
SA's regional programme. An Interim-PRSP is currently before 
the World Bank and IMF Boards for consideration. 

In order to ensure that DFID-SA provides appropriate and 
adequate professional input to this process and that its 
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Fulfilling Britain’s commitment to 








BUSINESS & PERSONAL 














activities relate successfully to it, DFID-SA wishes to appoint a 
Development Co-ordinator (DC), based in Maseru, Lesotho, 
The DC, as the key DFID representative in Lesotho, will 
co-ordinate and represent DFID-SA perspectives (and help to 
inform them) in discussions on the PRSP with partners and 
actively identify points where DFID-SA direct assistance and 


p 


process. Contributing to donor co-ordination around agreed 
priorities and providing DFID-SA with timely information on 
the broad but fluid development agenda in Lesotho will also 


maintain close ties between the Government of Lesotho, local 
stakeholders, DFID-SA and its advisory team and the British 
High Commission in Maseru. 





The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve SOVEREIGN 
savings in tax. We provide a full range of onshore 

VISIT OUR WEBSITE 
SovereignGroup.com 


and offshore services designed to save tax for 
you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 


value of your assets. 


business & personal 


Rew? an 


Niners $ 


THE ECONOMIST JANUARY 27TH 2001 


support to the Government of Lesotho would add value to the 


be key requirements. During the two-year posting, the DC will 


Application forms can be obtained, quoting reference AH375/4/MS/TE clearly on your envelope, from Room 375/4, 
Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA or 
telephone 01355 843129 (answerphone) or e-mail: HROD4a2@dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 





DEVELOPMENT CO-ORDINATOR 


LESOTHO 


TERMS OF REFERENCE 


Bringing a social policy, governance or development related 
degree and significant development or PRSP related 
experience, you will have good interpersonal, communicating, 
facilitating, negotiating and analytical skills and the ability to 
exercise good judgement under pressure. You will have an 
understanding of pro-poor policies and policy making as well 
as experience of working with other donor organisations, civil- 
society and with government. Experience of Lesotho or Africa 
would be preferable. 


TERMS OF APPOINTMENT 


The appointment is for a two year fixed term period and is 
subject to a probationary period. Salary will be within the 
range £33,800 to £48,200 commensurate with experience and 
qualifications, is UK taxable and will include an element in lieu 
of employer's share of superannuation. Additional allowances 
may be payable together with fare paid UK leave every twelve 
months. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: Friday 23 February 2001. 


| 


http://www.dfid.gov.uk 





but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 


HANDWRITING ANALYSIS 


Questioned document examination 
and aptitude/character assessment 
for recruitment puposes. 
Phillippa Lavell rac 
9 Village Close, London NW3 BAH : 
Tel'+44 020 7794 6060 Fax:+44 020 7431 4699 
E.mail: scribe@netcomuk.co.uk 
www. handwriting-expert.com 








oncmist Newspaper 







Limited shall not be liable te any person 
for loss or damage incurredar suf 



































_ The. 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: | 






Will Wilkinson, London 
Tel: (44-20) 7830 7000 Fax: (44-20) 7830 7111 
Email: willwilkinson @ economist.com 









Stephen Welch, New York 
Tel: (4-212) 541 5730 Fax: (1-212) 247 1325 
Email: stephenweich @ economist.com 
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JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K>. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
+1 202 4781698 cpamerica@)careerpath.co.uk 
+44 20 75048280 cpeurope@careerpath.co.uk 
+66 2 2674688 cpasi kk. loxinfo:co.th 





USA/Canada 
Europe 
Asia / M, East / Aus 





o 
National University of Ireland, Galway 
Ollscoil na hEireann, Gaillimh 


Junior /College Lectureship in Economics 


Applications are invited for the above permanent post tenable from 
Ist August 2001. The appointee is expected to contribute to the 
general teaching of the Department, including an undergraduate 
programme in Public and Social Policy and a graduate programme in 
Economic Policy Evaluation and Planning. He/she will also 
contribute to the research activity of the Department. Although 
applications are invited from all areas of the discipline, the 
Department would like, in particular, to attract candidates who 
have good quantitative skills, including survey techniques and data 
handling skills, and whose teaching and research interests include one 
or more of the following: Environmental and Natural Resource 
Economics, Rural and Regional Development and Cost-Benefit 
Analysis. A good knowledge of EU Policy and practice in these areas 
is considered desirable. 

Applicants should have a postgraduate degree in economics (a Ph.D. ts 
considered desirable) and demonstrated teaching and research capacity. 
Further information may be obtained from the Personnel Office, 
NUT, Galway. 

Candidates should submit six copies of their Curriculum Vitae with the names and 

addresses of not more than three referees to: 
The Personnel Office, National University of Ireland, Galway, 
Tel: +353-91-512069; Fax +353-91-750523; 
Email; personnel @mis.nuigal way. ie 

Website: http: / /www.mis.nuigal way. ie / personnel 









Closing date for receipt of applications is Friday, 2nd March, 2001. 
The National University of Ireland, Galway is an equal opportunities employer. 


BUSINESS OPPORTUNITIES 





= OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (UC, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, T.S.T., Kowloon, Hong Kong 
E-mail:nacs@nacs.com.hk 
Tel: (852) 2724 1223 
Fax: (B52) 2722 4373 


U.S. Bank Account 
Opening Service 


WITH VISA CARD, 
CHECKS, AND MORE! 






The Madera Group, Inc. 
Phone: 1.415.383.6200 
Fax: 1.415.388-5164 
E-Mail: info@maderagroup.com 
Website: www.maderagroup.com 
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R UNIVERSITY 













Dean of the | 
Management School 


Lancaster University is seeking to appoint an exceptio al 
individual to provide leadership in the further development if 
its highly rated, research-led Management School. The p 
appointed will be outward looking, proactive and imaginative 
in leading the School into new strategic initiatives. 











The successful candidate should demonstrate: intellectual 
distinction; a strong record of leadership and manag nent of 
staff and financial resources in a complex organisa’ 
capacity to develop strong links with the int 
business community; and excellent interpersonal.sk 









The salary will be competitive and negotiable 










Interested individuals may contact Professo 
Acting Dean of the Management School, fo 
discussion (01524 593879). 8 


an informa 










































For application details see http://www. lancs ac.uk/users/ 
personnel/jobs/ or apply to Personnel Services, quoting 
reference A437 on 01524 846549 (answerphone), email: 
personnel@lancaster.ac.uk Further details „about the 
Management School can be found at httpyAwww.lums.lancs.ac.uk 








Closing date: 9 March 2001. 


Working towards equality of opportunity. 
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The world-renowned Consultants Institute is now 
opening extensions throughout the world and in all 50 United States. Exclusive 
Directorships are being offered to qualified entrepreneurial sales/ marketing 
professionals on a commission basis. Our success orientated distance-learning 
course is incomparable. 

Write fo: TCI, Dept. 1, 30466 Prince William St., Princess Anne, MD 21853 
U.S.A., or FAX (410) 651-4885 or e-mail: thetci@shore.intercom.net 










APARTMENTS IN 


For Sale US $500,000 (File #220) 
For Sale US $75,000 (File #428) 











For further information, please contact 
CARIBECO USA LTD. 
Gary A. Ferraro, President. 
Tel:561-391-4308/ Fax: 561-447-8724 
w.euracom 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 
www. minerva-press.co.uk 













MULTILINGUAL | 
WEB SITES? __ 
fe sae ges Ia Ante sour wed it, 


Call + 353 214279216: info@localeyes.ie 
Ask for a free cd-rom with demos of intl sites and localised software, 


foie iad de} |=] 5] 


your product seen through local eyes 
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against the 


Impact of 
HIV/AIDS. 


www.plan-international.org 
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IMMIG Roe Ly Cc AN: ADA 


Own an 
Offshore 


OffshoreAnswers 


Project Director - Hope for 


African Children Initiative 
Salary commensurate with experience 

With thousands of lives lost to HIV/AIDS 
each day in Africa, the Hope for African 


-Children initiative has been established to 


help local communities provide care and 
support for children affected by the epidemic. 
This valuable initiative brings together five 
international development organisations with 
funding from the Gates Foundation. The 
initiative aims to support existing innovative 
community responses that promote hope 
and dignity to Children affected by AIDS. 

Based in Nairobi, Kenya, you'll take on a 
pivotal senior role that will see you provide 
overall leadership to the initiative, co-ordinate 
its technical and financial resources - ensuring 
that its core vision, strategic focus and 
operating principles are always at the fore. 
Reporting to the Chairman of the 
Programme Policy Council, you'll implement 
the Council's policies in the use of resources, 
and represent the PPC in national and 
international forums. Your wide remit will also 
require you to provide technical oversight in 
the “state-of-the-art” implementation of the 
initiative, disseminate new information, 
develop effective fiscal policies, and undertake 
fundraising and policy analysis. 


PLAN 


in addition to a minimum of 5 years’ field 
experience in Africa and a Master's degree 
in international health, you must bring to the 
post strong team building skills built on solid 
management experience and the ability to 
co-ordinate comprehensive HIV/AIDS 
interventions at community level. 

A background in fundraising, policy analysis, 
funding and grant management will also help 
ensure a successful performance, 

For more information about this exciting 
pasition, please submit a CV with a covering 
letter, explaining how your previous 
experience meets the requirements of the 
role and confirming your availability for the 
interview date given below, to: Scott Edgar 
Response, 75 Farringdon Road, London 
ECIM 3PH, United Kingdom, 

Fax: +44 207 831 5459, Tel: +44 207 269 1401, 
Email: plan@segroup.co.uk 

Please note that all applications must 
be in English, and that any attachments 
send with e-mailed applications must be 
sent in Microsoft Office Word6. We regret 
that we will be unable to consider any 
applications received with missing or 
unreadable attachments. 

The closing date for receipt of 
applications is 16th February 2001, 
and interviews will be held on Ist March 
2001 in New York. 

For more information about PLAN, 
please visit our website. 


INTERNATIONAL 


PLAN is committed to achieving lasting improvements in the lives of poor children. 


Provisions in U 5 inn 
bl 


com 


Bank 


1-310-376-3480 


U.S. GREEN €C ARD (NO JOB OFFER) 


n iaw may make you 
RO without nesding 


Canadian Lounig r Lawyers 


OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


Ship & Yacht Registrations, Ba 


Compr 


http //www.global-money.com, 
gmc @global-money.com 


‘Best Pric 


s Available Worldwide - soezial Offers 


hitp-//www.flagsofconvenience.com 
Faxes: +1-416-3525168, +3120-5241407 


GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 
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Established 385 























CONFERENCES 


Development Bank 


March 21, 2001 


Representatives of contractors, suppliers, consultants, entrepreneurs, 
potential clients and public institutions are invited to attend this one day 
business seminar at which senior staff of the multilateral development 


banks listed above, and others, will address business opportunities and the 


Black Sea Trade 


Business Opportunities Seminar 


European Bank for 
and Reconstruction and 


Development World Bank 


2 O B 
BSTOB 


- Thessaloniki, Greece. 


procurement procedures that these banks apply. 


This is a unique forum where the business representatives may meet banks’ 


staff informally during the course of the day, and at a reception in the 


evening, to discuss business prospects. 


Details of the venue, the programme and further information may be 
obtained by visiting the Black Sea Trade and Development Bank's website. 


http://www.bstdb.gr 


and clicking on <<announcements>> 
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SUMMER PLACEMENTS IN WHITEHALL 


The Government is keen to strengthen links with the research 
community and encourage involvement in policy making. Ten summer 
placements i in Whitehall will be available starting in June 2001. 


Applicants are invited to submit research projects (either 
theoretical or applied) that are relevant to policy formulation. 
Proposals should identify emerging policy issues or increase our 
understanding of existing ones in areas of concern to the 
Department of Social Security, the Department of the Environment, 
Transport and the Regions, the Department for Education and 
Employment, HM Treasury or the Ministry of Agriculture, 
Fisheries and Food. 


Successful applicants will undertake to carry out at least two 
months of research under their proposal, of which at least four 
weeks must be spent within the relevant Department during the 
summer of 2001. 


Each placement will carry a grant of £10,000 plus reasonable travel 
and accommodation expenses to cover the period spent with the 
Department concerned. 


Applications should be sent to Isabel Argimon at HM Treasury, 
Parliament Street, London SW1P 3AG by 26th March 2001. 
For more information visit 
http://www. hm-treasury.gov.uk/placements2001 
or contact Isabel Argimon 
020 7270 4747 
Isabel. Argimon@hm-treasury.gov.uk 
Fax: 020 7270 4355 





in setting up e Corporations. Ge i 
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E-mail: comp@delreg.com © Internet: hitp://delreg.com 








DELAWARE (USA) 
CORPORATIONS 
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Siverside Rd, #105-£C © DE mame 


11 
3024777800 © BOSC © FAX 302-477 9811 Canadian Immigration Lawyers 


International Calls Cost Up To 
85% Less In the New World. 


Y fyou re looking for the finest international phone rates and service, 
- look no further than New World Telecommunications. Because we 
J. save you up to 85% on all international calls. 


To the U.S. and U.K, sa true callback innovator, New World 
From ae ie provides state-of-the-art voice communica- 





Singapore 18¢ tions and the lowest possible rates for all 
Malaysia 26¢ international calls originating outside the 
Hong Kong 17¢ United States through callback. 

Argentina 30¢ Now you can call anywhere in the world 
Argentina-B.A. 23¢ at amazingly low rates. Perfect for home, 
Brazil 23¢ office, hotel, fax, or cellular phones, Call 
Brazil-Sau Paulo 13¢ today and be calling globally at 85% less 
Australia 13¢ the day after tomorrow! 


all Today! 1-973-438-1800 


1402 Teaneck Road, Suite 114 
N Teaneck, New Jersey, USA 07666 
Fax: 1-201-287-8428 
ewWorld Help@cust.newworldtele.com 
www.newworldtele.com 


© 2000 New World Telecommunications. New World is a trademark of New World Telecommunications. All rights reserved. 








LONDON - Jon Dixon 
Tel: +44 20 7317 0650 
Fax; +44 20 7317 0651 


LUXEMBOURG - Eveline Karis 
Tek +362 224 286 
Fax: +362 224 287 i 
FINLAND - Jenny Kumpulainen 
Tel: +358 9 6969 2569 
Fax: +358 9 6969 2565 
HUNGARY - Laszlo Kiss 85c (Econ) 
Tel: +36 1 351 9959 
Fax: +36 1 351 9958 
CYPRUS - Anastasia Yiannakou msa 
Tel: +357 2 673 211 
Fax: +357 2 673 463 
MADEIRA - D Fiske De Gouveia 
BSc. MBA, MSI, MM CIA LDA 
Tel; +351 297 201700 
Fax: +351 291 227144 
> | SINGAPORE - Florence Nathan 405 

© Tel: +65 535 3382 

> Fax: +65 635 3091 
HONG KONG - Raymond Choi 
MBA MLA (Dip) 
Tel: +852 25220172 

| Fax: +852 25217190 

| USA - AICS Ltd - Kevin Mirecki 

f Tel: +1 714.979 3344 
Fax: +1 714 979 3300 


Freephone From UK: 
0800 269900 
Freephone From USA: _ 
1 800 283 4444 


WwWWwwWwW.o0Ocra.com 


1509002 94 Certificated * A member of the Estate and General Group established in 1935 


FOR OUR 110 PAGE COLOUR BROCHURE CONTACT 
CW Forster (Director) 


ALL MAJOR 
CREDIT CARDS 
ACCEPTED 
WORLD WID 


Grosvenor Court, To 
Isle of Man, IM8 134 
TEL: +44 1624 815544- 
FAX: +44 1624 817080 


E-mail: economist@ecra.com 
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TRAVEL 










A special collection of 
e vguriele villas wih private 
"pools oa tbe Core d'Azur, 
Si Tropez & Provence, 
Chef, maid, babysitter available. 
www.quality-villas.co.uk 


01442 870055 












aq 


for our superb brochure 
Tel: (+44) 

020 7272 5469 
Fax: (+44) 020 7272 6184 


www.tuscanynow.com 
brochure@tuscanynow.com 





located in Kensington area 


Tourist Board Approved W 
Ashburn Garden Apartments 
3 Ashburn Gardens a 
P| South Kensington, London SW7 40G, UK 
www.ashburngardens.co.uk 
W > = info@ashburngardens.co.uk W 
Tel: ++44 207 370 2663 
LS Fax: ++44 207 370 6743 
anun | 


Sils-Maria = 6 miles from bustling St. Moritz: 
An unspoiled and peaceful alpine village amidst gleaming lakes + 
impressive mountains. And above it all this remarkable + historic 
hotel, family owned and managed ever since it opened in 1908 


2000-2001 winter season: Dec. 15 to April 22 


2001 summer season: 


June 14 to Oct. 21 


Grand, but friendly and relaxed; children very welcome! Great 
hiking, skiing and much else. Free pickup at St. Moritz train station. 


CH-7514 Sils-Maria 
Tel. +41(0)81 838 5100 - Fax +41(0)81 
www.waldhaus-sils.ch 
M. + F. Dietrich/U. Kienberger daxxx 
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838 5198 


ENGADIN 





The SCF Group, est. in 1989 provides full ranges of A services at what we believe are the 


For immediate, friendly advice, please contact: 











Tet: +44 (B) 20 7352 2274 
Fax: +44 (Ø) 20 7795 0016 


DUBLIN: 
27-29 Lower Pembroke St. 
Dublin 2, ireland 





r= START YOUR OWN 
I IMPORT/EXPORT AGENCY I 
No Capital or Exp. req. No Risk, Work from 
Home. Part/Full time, Free Advisory Service, 
Est. 1946, Clients in 120 countries. 
Send for Free Booklet. l 
WADE WORLD TRADE i B 
Dept 2¢24 56 Burnhill Road 
Beckenham Kent BR3 3LA UK | 
Tel: +44 (0) 20 8650 0180 (24hrs) i 
Fax: +44 (0) 20 8663 3212 ' 
a 


httpv/Awww.wadetrade. com 
— a m 


Buy The Aeron 
char For Less! 


C 






Lowest Apnuai Fees 
Ready Mads Companies 
Bank Jntrocuctions 
250 Nominee Services 
Qftshore Credit Cards 


COMPAN ES 


USS 






United Kingdom: 
Tek: +44 (0) 20 8 Fax: +44 (0) 20 7636 9617 


ior, Morley House, 
3 22 Regent Street, 
London WIR 5AG 





LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 


E-mail: Janson@scigroup.com 






















Forwarding Complete Support Services 
Other Corporate & Financial Services 


TTrustGroup 24Hr Fax (604 5871-0039 





Tel +353 (8) 1 662 1388 
Fax: +353 (0) 1 662 1854 
E-mail: pmurphy@scfint iol ie 








CANADIAN BANK ACCOUNT & 


COMPANY FORMATION SERVICE 


Low Fee Canadian Incorporations 
Bank A/C Opening Credit Cards 
rokerage A/C Global Mail Fax & Tel 








& Professional Management 








Available Serious Inquiries Only 


serpice@capttalderclapmuent net 


TAX- PREE 


Companies world-wide 


Formation and administration of 
Companies opening of bank aecounts 






LONDON 
L; AVECO Ltd. 





CYPRUS 
Tel: +357-4- 636- 919 
Fax: IST 4 
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ECONOMIC INDI 


| OUT PUT, DEMAND AND JOBS In the year to November, the growth of the euro area’s in- UON COMMODITY PRICE INDEX 














Economist 


The Association of Coffee Pro- 
ducing Countries (acre) says that its 
scheme to stockpile beans met 88% of its 


dustrial output quickened to 4.4%; in France it slowed to 2.3%, compared with 5.6%a year earlier. 
Sweden’s industrial production soared by 9.9% in the 12 months to November. The country’s 
unemployment rate fell in December to only 3.7%, its lowest level for ten years. 








% change at annual rate The Economist poll Industrial Retail sales Unemployment 4m-bag targetin the fourth quarter of 2000. 
EDP GDP forecasts production (volume) _ %rate ___ | Brazil and Vietnam withheld more coffee | 
| ________3mthe?_tyear__2000_2001___ 3 mthst_1 year 1year latest_yearago | than requested, but Indonesia’s producers 
Australia +26 +42 03 +44 + 3 3 -15 +42 Q3 - 08 93 6.6 Dec 7.0 i 





— — | were slow starters because of delays in gov- 







































































Austria +12 +1993 +34 +25 na + 6.7 Oc + 3.0 Sep 3.2. Nov 3.6 $ a 
Belgium + 20 +3293 +39 +28 n -02n + 61 ou 107 Now i13 | €mment funding. Brazil may drop out of 
| Britain +28 +30% +30 +26 -26 +03 Nw + 4A De 53 Not 5.9 | the scheme, which has cost $400m in lost 
“| Canada + 48 +5093 +49 +30 +23 +57 Of +54 Oa 68 de 68 | exports, if other members fail to pull their | 
Denmark +20 +2703 +26 +21 fa +26 Nw +02 od 5.4 be 54 | weight. Since the plan was agreed in May, | 
France +23 +30 93 +32 +27 +36 + 2.3 Nov - 1.5 Nov 9.2 Now 10.9 | average coffee prices have fallen by nearly 
l Germany +23 +28 %3 +31 +25 +39 +49 No + 0.5 Nov 92 De 10.2 30% to 50 cents a pound, The acre wants to | 
| £t z2 m i = ż í De 2 a oe om ae raise them to 95 cents. But world coffee out- 
ot as we SS 36 bab 27 | Putis nearing its third year of surplus, and 
40 +32 -05 +40 wna 136 ww 15.1 | COMSumers are using less pre-packaged | 
| Lao 4} 34 na OO Na AON 37 be 53 ground coffee (which uses more beans per | 
| Switzerland +20 +369 +34 +23 na +69 Q3* -33 Now 19 der 25 | cup). A big recovery in prices is unlikely. 
| United States +22 +52 03 +51 + 23 z 11 + 3.1 De + 42 Nov 4.0 Dec 4.1 199$<100 % change on 
| 454 +44 No + 10 Oct 8.8 Nov 3.6 | Jan 16th Jan 23rd* nae one 


*Not sei sonally adjusted t Average of latest 3 months compared with average of previous 3 months, at annual rate. tSep- Nov; claimant count rate 3.6% 


month year 
in December, 3Oct-Dec senha EA 

















































































































































































1 
| s 7 Dollar index 
| n : ane an eia . | all 72. 73. 6 -2 
| PRICES AND WAGES Consumer-price inflation in the euro area slowed to 2.6% in the 12 | Aitems___726 A ee 
ie, , $ : Food 72.0 72.4 nil + 0.8 
| months to December. In the same period it was unchanged in Canada at 3.2%, the highest rate os S si 
for nine years. Australia’s year-on-year consumer-price inflation slowed to 5.8% in the fourth Al nE ek E 
| quarter, but the 12-month rise in producer prices quickened to 8.4%. | NaF 669 as 1? SO 
| Rede a enrol To 
% change at annual rate The Economist poll | _Metals 7990 823+ 35 46 
Consumer prices* consumer prices forecast Producer prices*  Wages/earnings Sterling index 
a __lyear 2000 2001 3mthst 1year 3mths? 1year | All items 77.9 788 +12 + 94 
Australia + 58 Q4 4.0 +102 +8403 +81 +6893 | Food 772 776 +06 +127 
Austria -16 +44 +44 de +19 +22 De | industrials  %(788 805 + 19 + 54 
2.1 +162 +10.0 Nv +37 +1604 _ | Euroindex ay a 7 
23 +16 +24 De +57 +44 Nw _ | Alitems 101.5 1030 - 05 + 45 | y 
2.4 +50 +52 Nv +26 +41 Ooa | food "100.7 EE 
23 +30 +39 De +70 + 38 03 | industrials 102.7 105.1 + 02 +07 
1.6 +72 + 5.9 Nv +46 +5303 Yen index m oe 
1.6 +53 + 5.1 Dec na + 18 Nov’ All items 91.0 91.5 +36 + 79 
21+ 70 + 67 Ny 4 19 4 18 Now | Food 303 901 Tre 
z004 o ON +11 De na mil Nw | industrials 92.1 935 +44 + 39 
31 +10.1 + 9.0 Nov +30 +29nw | god Sr = Saa : 
| = ba ss $ z Now at = Sr Q3. | $ per oz 264.50 26620 =- 27 =~ 76 | 
| ae + 6.7 + 37 De = 223 = S | Crude oil North Sea Brent i 
| Swi Ee E ma t92 19 | $ perbarrel 26.00 26.49 +110 nil 
United States 2.6 + 3.5 + 3.6 Dec + 46 +: 4.2) Bee T ee age = 
E ~ 63 N 12 1B West Texas Intermediate 
ne anes at ELER | Sperbarrel 30.28 2951 +133 + 29 | 
* Provisional. | Non-food agriculturais. | 
@ CITY TRAVEL The price of a cab ride va- 





ries dramatically around the world. Top of 
the league for the most expensive journey is 
Los Angeles, followed by Tokyo and Zurich. 
In any of these three cities, a three-mile taxi 
trip will set you back more than $13. By con- 
trast, it costs $1.20 or less in the three cheap- 
est cities of the 58 surveyed by uss in “Prices 
and Earnings around the Globe”, an annual 
study of purchasing power. Comparing re- 
gions, costs are highest in North America 
and Western Europe, at an average of $8.30a 
trip. The average cost is $4.75 in South 
America and $4.35 in Asia. Across all the 
surveyed cities, the average is $6. Travellers 
can, however, find cheaper deals in Asian 
and South American cities, where six-mile 
journeys by public transport cost an aver- 
age of $0.73 and $0.54, respectively. 
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MONEY AND INTEREST RATES The Bank of Canada followed the Federal Reserve in lower- 
ing interest rates, but by only a quarter of a point. American government-bond yields rose on 
fears that the Fed would also cut rates by only a quarter of a point on January 31st. 












































_Money supply* ee, Interest rates % p.a, (Jan 24th 2001) s; 
over- 3-mth money market banks 2-year 1-year gov't q corporate 
Tatest t year ago prime gov't bonds latest? yearago bonds 
595 570 900 490 541 720 727 
5.75 5 70 529 486 569 612 
, Of 43 5.26 725 510 552 644 72 
Denmark na +18 De 490 538 7600 500 516 576 73 
Japan +43 +22 da 024 O42 005 150 030 146 163 1625 
Sweden 400. 407 +363 460 418 495 586 492 
Switzerland — 2.6 351 344 i9 O 563 O 323 O 348 36) 445 
United States 606 535 585 900 485 531 682 č 713 
Euro area 476 a 68 333 455 447 482 544 SMO 











“Narrow? MI except Britain MO, broad: M2 or M3 except Britain M4.Sources: Commerzbank, Den Danske, J.P. Morgan Chase, Royal Bank of Canada, 
Svenska Handelsbanken, Warburg Dillon Read, WEFA Group Westpac, Thomson Financial Datastream Rates cannot be construed as banks’ offers. 








STOCKMARKETS Renewed confidence in high-tech shares pushed the Nasdaq Composite in- 
dex up by 6.6%. The Nikkei 225 rose for seven days in a row, but it slipped back after the Japanese 
economics minister resigned and computer makers warned of lower profits. 




























































































Market indices % change on 
2000-01 one one record Dec 31st 1999 

Jan 24th high low week year high iniocal in$ 
Bsr Bock ee Pi EA i currency _terms 
Australia (alt Ordinaries) Be! (245.1 3,330.4 2,9200 + 15 + 54 - 26 +29 ~144 
Austria (ATX) 40878 1,2361 1,02934 -13 -51 -374 -92 -164 
Belgium (Bel 20) “2,994.1 3,340.4 2,5322 + 06 + 40 -187 -104 -175 
Britain (FTSE 100) _ 6,264.4 6,930.2 59946 + 11 -17 -96 -96 -182 
Canada (Toronto Composite) 9,306.2 11,3888 8,114.2 + 4B + 84 -183 +106 +60 
Denmark (Copenhagen SE) 1,002.1 1,039.0 755.1 + 43 + 28.0 - 35 +294 +188 
France (SBF 250) 3,761.1 43907 35128 +05 +31 -143 -13 = - 91 
6,706.7 8,0650 62007 + 08 - 38 -168 - 36 -113 
italy (BC) 1,938.1 21823 1,6664 + 06 + 89 -112 +67 - 18 
Japan (Nikkei 225) 73,6036 20,8332 13,2011 4 17 -273 -643 -266 -361 
“opio 7 1,304.7 2.5076 1,230.1 +18 -21.6 -548 -243 -34.1 
Netherlands (EOE) "6359 7016 6124 -10 -02 -94 -53 -128 
Spain (Madrid SE) a18 11462 8579 + 11 -30 -16i =- 46 -122 
Sweden (Affarsvariden Gen) 5,0109 6,960.6 4,5585 + 02 -118 -280 -89 -193 
Switzerland (Swiss Market) 7940.0 83770 6,7814 - 04 +l40 - 56 + 49 +13 
10,6470 11,7230 9,7960 + 06 -35 -9392 - 74 -74 
i3643 1,5275 12647 + 26 - 28 -107 - 71 ~ 71 
a 2,859.2 5,0486 22919 +66 -297 -434 -297 -297 
Europe (FTSE Eurotop 300)" 1,5412 1,7050 1,4725 +06 +20 -96 -27 ~104 
Euro area (FTSE Ebloc 100)" 1,397.6 1.5505 1,2777 - 01 +46 -99 +09 -71 
World (MSCI) 12364 1,4488 11782 +14 -88 -147 na -130 
World bond market (Salomon)? 437.7 4478 ala8 -06 +10 ~ 48 na + Ot 


vin eure terms, teorgan $ Stanley Capital Inter national index includes i individual markets listed above plus eight others, in dollar terms. 
tsalomon Smith Barney World Government Bond Index, total return, in dollar terms. 








E CURRENCY PROJECTIONS The euro’s 
recent rally against the dollar should con- 
tinue over the next three months, according 
to quarterly estimates by J.P. Morgan Chase. 
In a year's time, however, the single cur- 


| rency is expected to be worth roughly the 


sameas it is now. The yen is predicted to fol- 
low the opposite course, first falling and 
then rallying, to an eventual rate of 113 to the 
dollar in January 2002. The forecasts imply 
that sterling will depreciate by roughly the 
same amount against the euro and the dol- 


| lar over the next 12 months. Of the 16 cur- 


rencies in the chart, only the Mexican peso 
and the South African rand are expected 
both to be weaker in three months’ time 
and to be weaker still in a year. Only the 
Australian and Canadian dollars are fore- 
cast to rise and rise again. The Australian 
dollar's 1% rise against the greenback is the 


| largest predicted move. 




















TRADE, EXCHANGE RATES AND BUDGETS America’ s imerchandisetrade: deficit narrowed in November to $39. o billion, but the 12- 
monthly total continued to widen, reaching $441.7 billion. Canada’s exports of electricity benefited from California’s crisis, but imports of fuel 
surged; in November, its trade surplus narrowed to $2.9 billion. Its 12-month surplus, however, rose to $33.6 billion, 50% more than a year ago. 

















































































































___Trade balance*, $bn Current account Exchange rate o Currency units O oo Budget 
“latest latest 12 $bn The Economist poll trade-weighted* per per per per balance 
month months latest 12 mths % of GDP, forecast Jan 24th year ago $ £ euro ¥100  %ofGpP 
2000 2001 Jan 24th year ago 2 

Australia -003 Nw - 56 ~ 17803 “43 35 742 821 j 
Austria ~ 041 o - 40 ~ 44N0 -26 23 1005 100.7 
i + 10.3 Sep pene: 40 993 995 
ere 35 1 1044 1095 

+ q2 06 70 B17 
Denmark + “73 13 1019 1018 
France + 00 + 23 19 1021 (102.4 
Germany 292 Nw 13 -0.9 330 995 
= 580a 03 03 728 732 
~___ +120.0 Now "25 22 140.7 1507 
Netherlands + 1.01 008 + 1250+ 49° 44 983 984 
Spain 35 3.4 745 746 

Sweden _ 21 3 79.4 82.8 
Switzerland - 007 No5 = iO O Á >? 19 112 108.2 1029 
United States 44 42 1153 1058 
Euro area “0. 3 -0.2 80.7 81.4 
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they have lowered their forecasts for 19, 
with the only good news coming from Ven- 
ezuela. Its oil-rich Gpr should rise by 3.7% 
rather than the 3.5% predicted earlier. Fore- 
casts for Brazil, Egypt, the Czech Republic 
and Russia did not change. 


The Economist poll of forecasters 





January RealGDP Current account 
% change % of GDP 

2000 2001 2000 2001 

China 8.0 75 1.2 0.4 
Hong Kong 10.2 41 4.0 2.3 
India 6.1 6.1 -1.3 -1.2 
Indonesia 45 3.5 5.5 3.6 
Malaysia 8.7 47 10.2 6.0 
Philippines 3.9 2.3 10.1 9.5 
Singapore 9.9 5.2 21.9 18.4 
South Korea 9.2 42 2.1 1.4 
| Taiwan 6.2 45 LY 1.7 
Thailand 4.3 35 7.2 6.1 
Argentina nil 2.3 -3.6 -3.7 
Brazil 4.0 4.1 -4.3 -4.3 
Chile 5.6 5.1 -1.5 -2.2 
Colombia 3.0 3.3 0.7 -22 
Mexico 7.2 3.7 3.2 -3.9 
Peru 3.7 1.8 -2.7 -2.6 
Venezuela 3:4 3:7 12.2 52 
Egypt 5.2 48 -1.2 -1.6 
Israel 5.4 3.4 -0.9 -2.1 
South Africa 3.0 3.3 04 10 
Turkey 6.0 2.5 4.5 -3.0 
Czech Republic 2.7 3.3 39 -41 
Hungary 5.3 5.1 -3.8 4.4 
Poland 4.5 3:9. -6.4 -5.6 
Russia 7.0 4.7 19.4 11.7 


Sources: ABN Amro; Deutsche Bank; EIU; Goldman Sachs; 
HSBC; ING Barings; J.P, Morgan; Merrill Lynch; Salomon Smith 
Barney; Warburg Dillon Read. 




























































































E ECONOMIC FORECASTS Every three | ECONOMY Taiwan’sindustrial output fell by 2.1% in the 12 months to December; but for 2000 
months The Economist polls a group of | asawhole,it was still 7% upon 1999. The Czech Republic’s trade deficit widened to $3.3 billion in 
forecasters and calculates the average of | 2000. The annual rate of consumer-price deflation in Hong Kong slowed to 1.8% in December; 
their predictions for growth and current- | prices have been falling there for 26 months. 
account balances for 25 emerging econo- ; ; 
mies. Since our last poll in October, the % change on yoor earlier Latest 12 months, $bn Foreign reserves*, $bn 
r > GDP Industrial Consumer Trade Current Latest Year ago 
panel has made several adjustments to its production prices balante. PactA 
predictions for current-account balances. | China +74 +10.4 Dec + 1.5 Dec +24.1 Dec +15.7 1999 163.9 nw 156.8 
The biggest changes are in East Asia; a stall | Hong Kong +10.4 o3 -0.193 - 1.8 Dec -10.6 Nw + 9.2 @3 107.5_ Dec 96.3 
in China’s negotiations to join the World | India + 7.2 t +2.7 Nov + 2.7 Nov - 9.0 nv - 5.6 Q3 37.3 Dec 32.7 
Trade Organisation has dramatically low- Indonesia + 5.1 Q3 +38.4 gat + 94 Dec ` +28.6 Nov + 6.2 Q1 29.0 Nov 26.3 
ered forecasts of its current-account sur- Maysa +77% +11.1 Nv + 1.4 Dec +16.8 Nv +11.3 Q2 29.6 Nov 29.8 
plus in 2001. Hong Kong, Taiwan and South Philippaies + 48 Q3 +21.0 oct + 6.6 Dec + 5.7 Nw + 9.1 Aug 12.5 Oct 12.8 
Kare appear readv:to vick up ithe slack Singapore +10.5 Q4 +17.1 No + 2.0 Nov + 40 Nw +21.6 Q3 77.5 Nov 74.3 
pE y p P South Korea + 9.2 Q3 + 64 Nov + 3.2 Dec +12.1 Dec +11.7 Nov 96.2 Dec 74.0 
expectations for their surpluses all rose. Taiwan ee ke ee ec 108.2 Nov 103.5 
Thailand + 2.6 Q3 - 2.0 Nw + 1.3 Dec + 5.8 Nov + 9.5 Nov 31.7 Nov 32.1 
Current-account surpluses Argentina nil oa — 1.6 oec - 0.7 Dec + 0.6 Nw -10.5 a3 22.4 Nv 245 
Forecast, as % of GDP, 2001 Brazil TAa a AA 5.3 Dec. = .0.7 Dec. —Z4l0\ her 325 Nw 422 
4 5 vo 12 20 2.5 Chile + 5.8 Q3 = 0.8 Nv + 4.5 Dec + 1.5 Dec - 0.7 %3 14.2 Nov 14.1 
Hong Kong Colombia #31093 PITZ Nw + 88 Dec +220a +01 @ 8.1 Dec 7.6 
Taiwan Mexico + 7.1 %3 + 46 Nv + 9.0 Dec = 8.0 Dec -16.4 Q3 34.7 Nov 31.7 
Peru + 0.1 Nov + 0.9 Nott + 3.7 Dec — 0.4 Nov - 1.6 93 8.6 Ot 9.0 
South Korea Venezuela + 3.3 Q3 na + 13.4 Dec +14.4 Jul +11.8 Q3 14.3 oct 11.8 
E, E October Egypt + 6.5 200* + 9.4 2000¢ + 2.5 oq -10.8 93 —- 0.9 93 13.3 sep 15.9 
Œ January Israel + 7.3.93 + 6.0 Nov nil Dec - 69 de —- 0.7 93 23.1 Dec 22.6 
: South Africa + 4503 + 3.6 Nv + 7.1 Nov +2.6Nv -07% 6.1 Oct 5.9 
In October, our analysts raised their Turkey + 7.4 93 +10.5 Nov + 39.0 Dec -25.7 oa - 9.2 oq 18.8 Nov 22.7 
expectations of GDP growth in 2001 for 140f Czech Republic + 2.2 93 + 4.3 Nov + 40 Dec -= 3.3 oec  — 1.9 Q3 13.1 Dec 12.9 
our 25developing countries (which then in- Hungary 2s s z ns x a z a = s: -25 = on a ae 
: e + a ri . ec * s: jec = A jov = 4 ct al lov i 
cluded Greece rather than Peru). This time Russia + 7.9 Q3 + 2.5 Dec + 20.2 Dec +57.3 Oct +43.8 Q3 24.0 Nov 7.6 


*Excluding gold, except Singapore; IMF definition.t1999. Year ending June. **New series 








FINANCIAL MARKETS All the Asian markets in our table rose after Gloria Macapagal Ar- 
royo’s peaceful replacement of Joseph Estrada as president of the Philippines. Manila rose by 
17.6% on January 22nd; it gained 14.2% over the week. Tel Aviv lost 5.0% after the killing of two Is- 
raelis led to a breakdown in peace talks with the Palestinians on January 23rd. 


































































































Currency units Interest rates Stockmarkets % change on 

per $ per £ short-term Jan 24th Dec 31st 1999 

Jan 24th yearago Jan 24th % p.a. one in local in $ 

week currency terms 

China 8.28 8.28 12.1 5.40 2,185.27 + 1.5 + 50.5 + 50.5 
Hong Kong 7.80 7.78 11.4 5.30 16,044.2 + 5.1 = 54 = 57 
India 46.4 43.6 67.6 8.87 4,326.4 + 6.0 - 136 —- 189 
Indonesia 9,400 7,435 13,701 15.02 417.0 + 0.6 - 384 - 53.8 
Malaysia 3.80 3.80 5.54 3.30 711.08 + 4.6 - 125 = 125 
Philippines 48.5 40.5 70.6 16.13 1,665.4 +14.2 - 223 - 35.4 
Singapore 1.74 1.69 2.54 2.50 1,914.2 + 04 - 228 - 262 
South Korea 1,269 1,128 1,850 6.37 627.55 + 5.3 - 39.0 - 455 
Taiwan 32.6 30.8 47.4 525 5,847.9** + 14 - 308 - 33.3 
Thailand 43.1 37.5 62.9 3.13 325.6 + 3.4 - 324 - 41.1 
Argentina 1,00 1.00 1.46 7.31 532.9 + 4.4 =- 29 = 29 
Brazil 1.96 1.78 2.86 15.65 17,7718 + 3.4 + 4.0 - 50 
Chile 568 517 827 4.38" 5,106.0 + 1.0 sm id €e 
Colombia 2,253 1,961 3,284 13:33 728.5 + 2.4 - 27.0 - 39.2 
Mexico 9.73 9.51 14.2 17.07 6,311.9 + 3.8 =, i i A ey E 
Peru 3.53 3.50 5.1 11.18 1,289.0 + 2.9 - 298 - 30.2 
Venezuela 700 654 1,020 13.37 8,186.8 + 6.3 + 51,1 + 40.1 
Egypt 3.86 3.43 5.63 9.09 7,356.8 + 0.9 - 435 - 50.0 
Israel 4.15 4.08 6.04 5.93 453.6 - 5.0 - 69 - 66 
South Africa 7.88 6.17 11.5 10.45 8,832.6 + 1.0 + 34 = 19.2 
Turkey 677,540 551,875 987,582 39.00 10,884.6 - 05 - 284 - 427 
Czech Republic 37.9 35.8 55.2 5.34 508.4 - 0.5 +. BB p=. 16 
Hungary 287 255 419 11.35 8,042.7 - 1.0 - 88 —- 19.4 
Poland 4.10 4.13 5.98 18.93 17,286.7 + 18 - 44 - 35 
Russia 28.4 28.6 41.4 25.00 174.47 + 2.6 + 13 - 18 


*Inflation-adjusted. tin dollar terms. *Jan 19th. Sjan 22nd. **Jan 18th. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan; 
Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG—Hermes; Bank Leumi Le-lsrael; Standard Bank Group; Garanti Bank; 
Deutsche Bank; Russian Economic Trends. 
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technology close to you. 








me- LG Air Conditioner LG Microwave Oven LG Internet Refrigerator 
3-way cool flow, remote digital Attractive design, higher speed Visual interactive communication 
operation through the telephone. a life filled with cooking Access to MP3 and web recipes 


Everyone finds their own key to unlock life's secrets and discover the world. Everybody experiences the 
World in their own way, using all their senses. And for us, every individual represents a challenge to 
reflect on products that can make life richer and more rewarding. To us, this is the very essence of 
digital technology. We would like you to enjoy your life in your own special way, and hope that you will 
greet us with a smile. www.lige.com 


LG 


Digitally yours 














There’d been talk tor years. 
Talk of a wireless Web. — Ane he 


Now it’s more thas tain. 





IT'S HERE: THE WIRELESS WEB, AN INCREDIBLE OPPORTUNITY TO DELIVER RICH NEW SERVICES ON NEW DEVICES. BUT THIS SHIP COULD LEAVE 
WITHOUT YOU UNLESS YOU HAVE A HIGHLY EVOLVED NETWORK AND SERVICES INFRASTRUCTURE. LIKE THE ONE SUN™ HAS ENGINEERED FOR THE 
WIRED INTERNET. sun's PLATFORM INCLUDES JAVA™ TECHNOLOGY — T0 LET YOU TAKE WIRELESS SERVICE TO THE OUTER LIMITS ON ANY 

DEVICE— IPLANET™ APPLICATIONS —To HELP YOU DELIVER QUICKLY WITHOUT REINVENTING YOUR ARCHITECTURE — AND TELECOM-INSPIRED 
SERVERS ano ULTRA-AVAILABLE STOREDGE™ ARRAYS—To DELIVER THOSE SERVICES WITH DIAL TONE-LIKE RELIABILITY. SUN IS THE DE FACTO 
STANDARD FOR SERVICE DELIVERY THAT LEADING WIRELESS OPERATORS AND NETWORK EQUIPMENT PROVIDERS RELY ON TODAY. 

IT'S ALSO THE FUTURE-PROOF PLATFORM T0 KEEP YOUR BUSINESS MOVING AT WARP SPEED TOMORROW. 


To learn more, visit: 
www.sun.com/wireless su Un 


microsystems 


Ft. 
Se RR ATR COT Tee GOR SUN MAROSISTNS, Be ALE SUS AROSSTE 0O. THE JAWA COFFEE CUP L060, JANA IPLANET, SUN S 
FAVA SS SERRE ST Ga AD WET CAN WE CON FO ARE TAAS OF 5 ROSYSTE TRE UNTED STAIES AND OTHER COUNTRIE What can we .com for you? 
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What if you're a 
good company 









Capital and insurance markets 
are eager to provide capacity. 
As long as you're in the right N 
market at the right time and your 
need can be met with standard 
products. If not, you could be 
left out in the cold. 


Enter Centre. 


When conventional sources of 
risk capital are stymied, we make 
deals happen. Helping companies 
obtain financing and manage risk 
through unique forms of credit 
enhancement, financial products 


but you're inan 9 =o 


9 | 
unfavorable market? 


CENTRE } 


www.entercentre.com A member of the QÐ Zurich Financial Services Group 











Bermuda Dublin Hong Kong London New York San Francisco Sydney Zurich Products offered as appropriate through financial services, insurance and reinsurance 
441-295-8501 — 353-1-818-9800 852-2230-9850 44-207-816-0816 212-898-5300 415-977-7850 6 1-2-8247-2800 4/-1-229-9500 _ “ompanies that are members of the Zurich Financial Services Group. Products may 
not be available in all jurisdictions. © 2000 Centre Group Holdings Limited 
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Trial by jury 

Sir—As a former federal prosecu- 
tor in Los Angeles, | am aston- 
ished to read that the acquittal 
rate for jury trials in England and 
Wales was 43% in 1999 (“Not 
guilty”, January 13th). Even if ju- 
ries are composed disproportion- 
ately of the elderly, young and 
unemployed, and these groups 
favour acquittal, this rate is still 
incredibly high. Also, the phe- 
nomenon where a jury, whether 
by bias or simple stupidity, ac- 
quits a defendant in the face of 
overwhelming evidence of guilt is 
an unlikely explanation unless 
jury service in Britain is now un- 
der the control of anarchists. 
Blaming jury trials for being slow 
because they involve lengthy ar- 
guments about the admissibility 
of evidence and require evidence 
to be explained in layman’s terms 
also blithely supports the undem- 
ocratic idea that efficient convic- 
tion of those charged with crimes 
(a hallmark of dictatorships with 
notably low crime rates) should 
replace proof of their guilt under 
the rules of evidence. 

All of these unconvincing jus- 
tifications for restricting jury trials 
suggest that Jack Straw should be 
spending more money on recruit- 
ing, paying and training his pros- 
ecutors to win cases rather than 
claiming that stupid jurors are be- 
ing duped by plausible criminals. 

The bar is also to blame for 
treating the Crown Prosecution 
Service as a refuge for barristers 
who cannot succeed in private 
chambers. By contrast, obtaining 
a position as a federal prosecutor 
in America is a highly competitive 


process because, although the 
pay is less, the private bar and 
society at large view prosecutors 
as providing a critical and re- 
spected service to the community 
which translates into marketable 
trial experience if they return to 
the private sector. If the best and 
brightest young British barristers 
thought service to the crown as a 
prosecutor made career sense, the 
acquittal rate would plummet. 

Los Angeles MARK HARDIMAN 





Sir—I am surprised that you do 
not approve of saving public 
money by restricting the right to 
jury trials for some “either way” 
offences. The most common of 
this sort of offence is theft of a 
sort that would attract a fine or a 
discharge. However, the defen- 
dant could elect for a jury trial 
with all the cost and delay that 
entails. Presumably, a limit would 
be set on the value of goods stolen 
or criminal damage incurred that 
would let magistrates adjudicate. 
Any perceived injustice could be 
appealed to a crown court judge 
sitting with two lay justices. 

As a recently retired chairman 
of a West Midlands bench, 1 can 
assure you that lay magistrates 
are far better trained than any ju- 
ror in decision making and are 
just as concerned as you to avoid 
vexatious decisions. Also, magis- 
trates will send a case to a crown 
court if they feel that their powers 
of sentence are insufficient, even 
if the defence asks for the case to 
be disposed of summarily. 
Kidderminster, 

Worcestershire E.J. RUDGE 
eee ea ae om —— ae nit a 
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All for Ashcroft 


Sin—I disagree with you about 
John Ashcroft (“The trouble with 
John”, January zoth). You ac- 
knowledge Mr Ashcroft’s quali- 
fications for the post of attorney- 
general (eight years as attorney- 
general of Missouri, his enforce- 
ment. of laws with which he 
disagreed, etc) yet decide that this 
is really moot since a man like Mr 
Ashcroft (read conservative) really 
ought not to have even been 
nominated in the aftermath of 
such a close and bitter presiden- 
tial election. 

This seems disingenuous. First, 
George Bush received a higher 
percentage of the popular vote 
than Bill Clinton did in either of 
his two elections. Second, Mr 
Ashcroft voted against Ronnie 
White’s nomination for Missouri's 
state Supreme Court (as did every 
Republican senator) because he 
believed that Mr White was soft 
on crime. If Mr Ashcroft can be 
labelled a liar and character as- 
sassin by you, | am sure he can 
take solace in the fact that neither 
Edward Kennedy nor Patrick 
Leahy have any hope of ever 
winning your endorsement for 
attorney-general in light of their 
treatment of Robert Bork. 





Newtown Square, JAMES 
Pennsylvania. DEMPSEY 

nia sai aaa ee maiii a A z 
Job hunting 


Sır—Fox hunting may be a sig- 
nificant cohesive force for rural 
communities, but drug dealing 
and organised crime are arguably 
cohesive forces for some urban 
communities (Bagehot, January 
20th). Social cohesion cannot be 
used as a justification. Further- 
more, it seems peculiar that you 
should support hunting with the 
protectionist argument that it will 
help retain rural employment. 
The decline of society and em- 
ployment does not justify illiberal 
rural activities, just as it does not 
justify illiberal urban activities. 

Milton Keynes Tom Hukins 


Sir—-Bagehot is misguided in his 
belief that the hunting vote in 
Parliament was a truly demo- 
cratic affair. How does he explain 
the votes of so many Scottish mps 
in a debate on hunting in England 
and Wales? It would be ironic if 


hunting were permitted by a less 
class-ridden Scottish Parliament < 
therefore supporting an influx of 
hunting people and their money 

to the Scottish borders. Many 
Scots also see the writing on the 
wall for fishing, stalking and 
shooting, which are big earners 
for the Highland economy. 

London Henry REID 





Bubble economy 


Sir—Your history lets you down 
when you compare Dean Ka- 
men’s “Ginger” to the South Sea 
bubble (“Much ado about Gin- 
ger”, January 20th). There was no _ 
mystery about what the South * 
Sea Company was supposed to 
do; it was set up to trade British 
goods with South America. In re- 
turn for a trading monopoly from 
Parliament, it claimed that it 
would wipe out the national debt. 
The scheme you were perhaps 
thinking of was one of the many 
other joint-stock companies 
floated in Exchange Alley at the 
time of the South Sea bubble, de- 
scribed best by Charles Mackay 
in his “Extraordinary Popular De- 
lusions and the Madness of ® 
Crowds”. An unknown genius 
put forward a prospectus for “A 
company for carrying on an un- 
dertaking of great advantage, but 
nobody to know what it is.” He 
took £2,000 in five hours and then 
very wisely disappeared. 
Oxford PAUL HORSNELL 


Power politics 


Sir—Your analysis of California’s 
power crisis turns fuzzy when 
you address its source (“A state of %a 
gloom”, January 2oth). The retail- 
rate freeze was enacted in the in- 
terests of, and at the behest of, the 
power utilities. They feared that 
deregulation would trigger cata- 
strophic revenue collapse when 
competition became a reality. 
Short-term self-interest led the 
utilities to lock themselves into 
their current money-losing state. 
California's politicians and 
regulatory authorities also helped 
to create this mess. As has often 
happened, they responded inad- - 
equately to the intense lobbying 
of the utilities. The “populism” 
that you blame is only a symp- 
tom of a much larger problem: 
perpetual dominance of Califor- 
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PURCHASING AND SUPPLY CONSULTANTS: EUROPE 


As a leading global management consulting firm, 
McKinsey & Company helps clients achieve substantial 
and lasting improvements in their performance. Since 
effective purchasing strategies are fundamental to the 
success of all businesses, our consultants add real value 


to this function in every industry in which our clients compete. 


By joining our pan-European Purchasing and Supply 
Management Practice, you will create innovative sourcing 
strategies for major multi-national organizations. And 
though you may join us in any of our European offices, you 
will be able to take full advantage of the development 
opportunities we offer across 83 offices in 44 countries. 


Such a challenge requires exceptional credentials. 
An in-depth knowledge of purchasing and experience in 


leading purchasing functions through strategic 
transformation are essential. You should also have a 
first-class university degree and 3 years’ experience 
with a leading purchasing organization. 


If you can contribute to our clients' success, we can 

offer you the opportunity to make a significant difference 
in your own career. 

To apply, please write with your CV (including full academic 
record and details of present remuneration) to the 
Recruiting Coordinator: Anja Stein, McKinsey & Company, 
79 avenue des Champs-Elysées, 75008 Paris, France or 
email: pa-oe_purchasing@mckinsey.com 


www. mckinsey.com 


McKinsey&Company 
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LETTERS 


nian politics by utilities. 
Hyper-democracy and. the 
“not in my backyard” culture of 
California are not chance charac- 
teristics of the citizens that choose 
to live here. They are. the inev- 
itable outcome of years of pork- 
barrel politics and lack of leader- 
ship in the public interest by our 
politicians and regulators. New 
power construction is especially 
contentious because of a long his- 
tory of expedient, short-term tac- 
tics by powerful utilities, with the 
acquiescence and support of reg- 
ulators and politicians. The re- 
sulting lack of trust and respect 
cannot be blamed on consumers. 
San Francisco Jim BUKER 


Str—California has the most ex- 
ercise-obsessed population and 
probably more gyms per square 
mile than any other state. So the 
answer to our energy needs seems 
obvious. Hook up miniature tur- 
bines to all the exercise bikes, 
treadmills and rowing machines, 
and direct the energy output into 
the overstrained grid. Little meters 
could even keep track of individ- 
ual contributions which could 
then be credited to consumers. 
Palo Alto, 
California ALEXANDRA GOLBY 
fe on i 





Supplanting coca? 


Str—While few would deny that 
Bolivia’s government has been 
successful in eradicating coca in 
the Chapare region, the success of 
the alternative-development pro- 
gramme is questionable. Pino Ar- 
lacchi (“Letters”, January 13th) of 
the un Office for Drug Control 
and Crime Prevention claims that 
alternative development can be 
made to deliver a decent liveli- 
hood to ex-coca farmers. This is 
not borne out by a research trip 
that we made last year to Cha- 
pare and Yungas for a book on 
Andean agriculture. 

Many ex-coca producers who 
are now engaged in the produc- 
tion of licit crops, such as ba- 
nanas, pineapples and palm- 
hearts, complained about 
fluctuating and low prices, partly 
caused by over-supply. For ex- 
ample, in 1986 there were 338 
hectares of pineapple; by 1997 this 
had risen to 3804 hectares. Over- 
production meant that the mar- 
ket collapsed and farmers re- 
duced the area cultivated to 1,660 
hectares in 1999. Development 
specialists privately admit that al- 
ternative development cannot 
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possibly offer a decent livelihood 
to most ex-coca growers. 

Mr Arlacchi also refers to the 
potential of alternative develop- 
ment in Yungas. We saw little evi- 
dence of this. On the contrary 
farmers, who incidentally see the 
proposed eradication programme 
as an assault on Andean culture, 
complained that crops such as 
coffee are unable to thrive on the 
impoverished and steep slopes 
where coca is grown. The only ev- 
idence of successfully introduced 
coffee varieties is in the Caranarvi 
area, about 100 km north of Yun- 
gas and outside the designated 
12,000 traditional coca-growing 
areas. The un is guilty of self- 
delusion if it believes that alter- 
native agriculture in Yungas is go- 
ing to deliver a decent livelihood 
to ex-coca farmers. 


Oxford 


JON HELLIN 
SopHiE HIGMAN 
m 





Shipping news 


Sır—You say that “the venerable 
Ocean Youth Club is no more” 
(“Tall ships, young crews”, De- 
cember 23rd). That is technically 
correct but misleading. In January 
1999, the club changed its name to 
the Ocean Youth Trust, aiming for 
a new image to aid fund-raising 
and heighten its public profile. A 
year ago, five new charities were 
formed to take over ownership 
and management of individual 
vessels on a regional basis; a sixth 
is being formed to purchase an- 
other vessel. We have had our 
problems but we are afloat. 
Davip THOMAS 
Ocean Youth 
Southampton Trust South 
een se 4 ga site s a 





Disaster insurance 


S1r—You ask what can be learned 
from El Salvador’s tragedy and 
rightly conclude that recovery 
from natural disaster may de- 
pend more on how well a vulner- 
able country has planned for the 
event than on how much aid it 
gets (“Lessons from El Salvador’s 
tragedy”, January 2oth). You also 
ask what small, poor and vulner- 
able states can do to make such 
acts of nature less devastating. In 
the case of the 32 small states of 
the Commonwealth and 12 other 
states with a population of 1.5m 
or fewer (four other beneficiaries 
are slightly larger), such planning 
can now include insurance for all 
outstanding financial liabilities 
for three years after the event. 





At the Commonwealth Disas- 
ter Management Agency (CDMA) 
we have launched a scheme en- 
abling these: small states, when 
stricken by a range of defined 
natural disasters—including 
earthquake, hurricane, mudslide, 
tsunami, typhoon and volcanic 
eruption—to have any outstand- 
ing debt service and principal 
falling due (whether to official or 
private lenders) be repaid by 
insurers over the following three 
years. Small states often find their 
economies harder hit than was El 
Salvador’s in the latest instance. 
For all those in this category, the 
new policy will provide rapid re- 
lief: insurers will pay up as soon 
as the scale of the disaster has 
been determined (by a recognised 
international meteorological of- 
fice), whatever view the aid agen- 
cies take. 

Our scheme has been wel- 
comed by the World Bank as well 
as the by the Commonwealth’s 
secretary-general and finance 
ministers. It will prevent a coun- 
try going into default as a result of 
a natural disaster and will rein- 
force its standing in the eyes of 
lenders and rating agencies (im- 
portant if it has to borrow to cope 
with the disaster). Above all, it 
will free aid funds, part of which 
might otherwise have had to be 
assigned to debt servicing, for so- 
cial and economic reconstruction. 
The scheme will also improve the 
chances of bypassing incidental 
corruption which can cause aid to 
be diverted. 

We believe that all small states 
of the Caribbean, Indian Ocean 
and South Pacific can now make 
some concrete provision against 
natural disaster to which global 
warming may sadly make them 
even more vulnerable. 
HUMPHREY MAUD 

Chairman 
CDMA 


The best medicine 


Sir—Your atypically blinkered 
view of Andrew Wakefield’s re- 
search into the MMR vaccination 
may prove a disservice to your 
current and future readers (Brit- 
ain’s MMR scare”, January 27th). I 
have suffered the painful conse- 
quences of Crohn’s disease for 
over 30 years but during the past 
decade my suffering and that of 
many others has been alleviated 
considerably as a result of the re- 
search carried out by Dr Wake- 
field and his colleagues at the 
Royal Free Hospital. In conse- 






quence, T chair a newly formed 
charity; Visceral, which. aims to 
raise funds to allow this and simi- 


lar research to progress. What is 


striking about Dr Wakefield’s 
findings is how widely they are 
now being acknowledged and ac- 
cepted by fellow scientists in Aus- 
tralia, Iceland, Ireland, Japan, Ku- 
wait, Sweden, America and 
Canada. The Economist, with its 
global perspective, should surely 
have recognised this. 

Finally, as a father of three, I 
wish I had known of the slightest 
potential link between the MMR 
vaccination, autism and bowel 
disorders when my children were 
vaccinated. However inconve- 
nient it may have been, the pros- 
pect of three separate injections 
for each. child would have been 
an insignificant price for their fu- 
ture good health—a sentiment, | 
believe, shared by most parents. 
London NICHOLAS LANDER 


or | 





Would you credit it? 


Sir—You report with some aston- 
ishment that Buenos Aires shop- 
keepers, concerned about the ef- 
fect of a stagnating economy, are 
offering instalment plans on low- 
price items (“On the drip”, Janu- 
ary 13th). This method of selling 
was very popular in Britain up 
until the early 1960s. The “tally- 
man” was a well-known figure in 
working-class life from the 1920s 
onwards and possibly earlier too. 
When money for even small pur- 
chases was unavailable, the tally- 
man provided a valuable credit- 
sales service with no security re- 
quired. He even delivered to the 
door. A pair of shoes, toys for the 
kids or even a three-piece suite; 
although the choice was limited 
to what he could fit into his van. 

1 well remember travelling 


with my tallyman dad around ~ 


London’s now almost vanished 
dockland estates in the 1950s. The 
hop harvest was the worst time 
for him. The East End would de- 
camp to Kent for a working holi- 
day. Dad could whistle for his 
payment as we learned that yet 
another regular had “gone hop- 
pin” and would not be back for 
several weeks. The increasing af- 
fluence of the 1960s and the intro- 
duction of the mail-order cata- 
logue killed the tallyman. But for 
many decades, he provided a 
useful, if often resented, alterna- 
tive to doing without. 

Barnet, 

Hertfordshire STEPHEN CURTIS 
POEA EIA ONNO E SOS A OEN smell 
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! | Consultancy opportunities 
olx ERa! With OXERA Energy 


i OXFORD ECONOMIC RESEARCH ASSOCIATES OXERA (Oxford Economic Research Associates Ltd)—-Europe’s leading economic 
l consultancy—is enlarging its highly successful Energy team. Our consultants are 
l involved at the cutting edge of developments in European liberalisation and energy markets. We combine detailed industry 
knowledge and rigorous economic analysis to provide innovative solutions in rapidly changing commercial environments. 





We are expanding our modelling, research and client services in OXERA Energy, and are looking for several consultants at both senior 
andjuniorlevels. . 


| Candidates for the senior consultant posts should have 2-5 years relevant experience, with proven. ability to manage projects, 

! deal with clients and play an integral role in developing our market analysis, including our suite of models. Their intellectual 

' ability should, naturally, be extremely strong. 

i Candidates for the junior posts should have excellent general economic backgrounds and first-class quantitative skills. 

OXERA is involved in a wide range of activities worldwide, including communications, financial services, water, transport, health 
and competition policy. Our offices are in the heart of Oxford. We offer competitive salaries and attractive working conditions. 

i OXERA is an equal opportunities employer. 

Applications for all posts (curriculum vitae naming two referees plus covering letter) should be sent by February 23rd to: 

Alison Gomm, OXERA, Blue Boar Court, Alfred Street, Oxford OX1 4EH, UK 


| tel: +44 (0)1865 253000, fax: +44 (0)1865 251172 
Interviews will take place at the beginning of March. For more information about OXERA, visit our web site at http://www.oxera.co.uk 


[Sis bhaineann NEEE EE EE EE PEE Rd laren td brit ini te ae rene bic ivi Platt naa ante tte 


"T ECORYS is a group of leading European consultancy and research organisations. ECORYS was founded by NE! B.V. and Kolpron | 


Consultants B.V., the Netherlands, and ECOTEC Research and Consulting Ltd., United Kingdom. The group has offices in nine}. 
European countries. Today, a staff of 500 serve private and public clients world-wide, including the European Commission, EBRD; 








World Bank and local governments. It is our ambition to develop ECORYS into an all-round knowledge-, expertise- and research- 
based consultancy group. To this end, we are committed to attracting and retaining colleagues of the highest calibre. We maintain 
a network of freelance consultants for involvement in both short- and long-term assignments. The ECORYS group is looking for: 


| FREELANCE CONSULTANTS 


for short- and long-term assignments with expertise in the fields of Macro- and Sector Economics, Competition and Regulation, i 
industry and Trade, SME Development, Financial Management, Energy and the Environment, Health Care, Labour Markets, Education, 
Transport and Logistics, Infrastructure, Ports and Shipping, and Telematics 





Qualifications: 
- MA or advanced degree in economics or - Excellent command of English 
equivalent - French, Spanish or Russian are an asset 


- At least five years of experience in one or - Result-oriented 


more of the areas mentioned above - Flexible 


ie 


information: 4 
interested candidates are 

invited to e-mail their curriculum vitae to ECORYS, Department of Human Resources. 
consultants@ P.O. Box 4061, 3006 AB Rotterdam, The Netherlands 
For more information, please visit our web site: ww.ecorys.com Telephone: +31 (0)10 453 86 76, Fax: +31 (0)10 453.87. 55 | 
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Land Bank’s mission is to provide world-class 
agricultural financial services to enhance the rural 
development and the contribution of agriculture to the 
Southern African economic growth, rural development 
s and social well-being through the provision of 
sustainable financing to all entrepreneurs within the 


LAND BANK agricultural value chain. 


Managing Director 


Based in Pretoria and reporting directly to the Board of Directors through the 
Chairman of the Board, the incumbent will have the support of executive level 
talent in such disciplines as Finance, Operations, Marketing, Business 
Development, Human Resources and Stakeholder Relations. Key performance 
indicators will embrace financial results, people, client and stakeholder 
satisfaction, operational efficiency, leadership and business development. 










Envisaged is someone who possesses a master’s degree or equivalent, 
complemented with a relevant business qualification and a history steeped in 
executive management involvement in such areas as banking, marketing, 
financial and strategic management, business planning and process 
management. Success in leading cross functional teams should also be high on 
the list of achievements. Knowledge and competence at leadership level in the 
following areas is vital: e Agricultural and development finance * SA financial 
markets Ħ* Banking operations * Business development ¢ Strategy formulation. 


The incumbent's authority will embrace approving all organisational activities 
and related budgets, recommendations regarding organisational strategy and 
finance and contracting on behalf of the organisation. 


As a singularly demanding, yet highly interesting position, areas of direct 
responsibility will embrace governance, business development, stakeholder 
relationships, organisational image, business results, strategic management and 
personnel development. 


Remuneration and its structure is fully negotiable at the highest level. 


Applications or expressions of interest can be forwarded in complete 
confidence to: Lumka Funani, Lumka & Associates, PO Box 930, 
Houghton 2041, South Africa. Telefax +27 11 483-0814/24. 

Telephone +27 11 728-0277. 


E-mail address: lumka @icon.co.za 
Closing date: 20 February 2001. 
ASSOCIATES IE 





The Peoples’ People 











equality placements the working earth 01/2001/326 
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United Nations interim Administration Mission in Kosovo 


The United Nations Interim Administration Mission in Kosovo (UNMIK) is responsible for bui Iding peace, democracy, stability and self-government in the province, 
Established by the UN Security Council, UNMIK consists of three pillars: the United Nations itself, the Organisation for Security and Co-operation in Europe, and the 
European Union. 


The EU-Pillar 

Under European Union leadership, the EU-Pillar is responsible for economic reconstruction, recovery and development in Kosovo, including revitalizing economic 
activity and creating conditions for a modern and open market economy. The EU Pillar has four departments: 

The Department of Public Utilities: Aiming to create sustainable public utilities companies (electricity, water and sanitation) in Kesovo, the Department is 
introducing modern management and planning methods, and building the capacity of local people to deal with financial and technical issues. An improved regulatory 
structure is being established. 

The Department of Reconstruction: Established io oversee and manage the reconstruction and development of Kosovo, the Department of Reconstruction 
coordinates the activities of the many donors involved in reconstructing Kosovo. 

The Central Fiscal Authority: The Central Fiscal Authority deals with fiscal and monetary policy in Kosovo, including the development of a balanced, self-sustaining 
budget ta finance public services. 

The Department of Trade and Industry: The Department is responsible for encouraging businesses in Kosovo. This includes providing the regulatory, legislative 
and policy framework for the development af a vibrant private sector, and for the revitalization and transformation of business and industry. 


In addition to the above departments, the EU-Pillar also has responsibility for Kosovo's Banking and Payments Authority, the BPK, dealing with licensing and regulatory 
issues, 


In order to meet its aims and objectives, the EU-Pillar is seeking to recruit exceptional individuals for the following posts: 


DEPARTMENT OF TRADE AND INDUSTRY 


Trepca Complex Manager ~ Ref. DT10068 : 
The Manager will take over the supervision of the Trepca Lead Zinc complex . He/she will be supported by a team of industry professionals. He/she will work closely with Kosovar 
management and be responsible for guiding the complex through the transition from its current non-operational state into one of production where viable, The Trepca complex 
consists of eight lead-zine mines, three concentrators, a lead. smelter, a zinc smelter, refinery and numerous associated industrial facilities. 


Trade and Investment Specialist — Ref. DT10069 


‘The Specialist will facilitate and promote cross border trade and investment. He/she will liase with international and national enterprises for cooperation and with international 
financial institutions, and other international trade and investment authorities. The Specialist will give advice on regulations for international trade and investment. 


Director of the Kosovar Fuel Supervisory Board — Ref. DTI0070 
The Director will be responsible for establishing and managing the Fuel Supervisory Board, which will regulate import, distribution and sale of petroleum products in Kosovo. 
He/she will review and develop regulations in relation to the storage, distribution and sale of fuel, occupational health and safety, and environmental factors. 


CENTRAL FISCAL AUTHORITY 


Director of Internal Audit — Ref. CFA 0012 

The Director of Internal Audit will be a member of the CFA’s Management team. He/she will develop the Intemal Audit Office, recruiting and training local staff in internal auditing 
including Information Technology, performance auditing, and implementation reviews of major projects. The aim is to develop local capacity to take full tesponsibility for Direction 
of the Unit within 12 months. He/she will also participate in the development of an anti-fraud and corruption unit in UNMIK, Some international consultancy and advisory support 
will be available to augment the resources available. 


THE DEPARTMENT OF PUBLIC UTILITIES 


International Co-Head of the Department — Ref. PUD 0001 

The Co-head will define the broad role and policy of the Department. He/she will identity primary functions and provide the strategy for policy implementation. He/she will be 
responsible for defining and developing the organisational structure, the staffing level, the budget, and the systems and procedures needed for the department to function in an effective 
way. 


Head of the Legal Sector — Ref. PUD 0045 

He/she will advise the Department on legal, regulatory and policy matters, including the writing and reviewing of documents, and the negotiation of contracts, 

Legal advisory activities include the following major areas: procedural requirements for becoming. continuing as, and ceasing to be a public utility; the powers and procedures of 
the Department; the response by the Department to violations by public utilities of rules, regulations and the applicable law: 


Head of the Waste Sector — Ref. PUD 0021 
He/she will ensure the establishment of waste sector strategy through priority projects and programs and motivate, facilitate and support project implementation. He/she will 
promote good governance practices, efficient self-financing service provision and foster a sustainable, coherent development process based on cooperation and participation. 


UNMIK EU PILLAR ADMINISTRATION 


Information Resources Manager — Ref. ADMIN 0055 i 

The Information Resources Manager will be responsible for Strategic development of IT architecture and will manage the delivery of projects of varying size and technical 
complexity. He/she will control the procurement, installation and maintenance of all ET equipment and software. He/she will assist in analysing and developing an IT Training plan 
for staff at all levels, and in particular, train and farther develop the capacity of local IT staff, 








Further information concerning qualifications and experience required for all posts can be found on Europa, the website 
of the European Union, at the following address: http://europa.eu.int/commm/external_relations/see/docs/unmik _job.htm 








Applications must be submitted by 19t February 2001 to the following e-mail: bongoma@un.org 


Interviews will be held shortly after the deadiine. 
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Non-Executive Directors for the Court of 
Directors of the Bank of England 


The Bank of England is the central bank of the United Kingdom. It is overseen by a Court of Directors, which is responsible 

for setting the Bank's objectives and strategy, including its financial objectives. The Non-executive members of Court have 
a particular role in reviewing the Bank’s performance and financial controls. They also review the procedures followed by the Monetary Policy 
Committee of the Bank, although they have no involvement in the formulation of monetary policy. 


There are 16 non-executive Directors who are appointed to the Court of the Bank by Her Majesty the Queen for three-year terms. Depending on 
reappointments, vacancies arise by rotation each year in June. Four vacancies have arisen in 2001. 
Qualities Required 


Court members serve in a personal capacity and not as representatives of particular interests or organisations. However, Court needs to be 
representative of the UK economy as a whole, both geographically and sectorally. Consequently, members will be drawn widely from industry, 
commerce and finance. 


The posts require persons of undisputed integrity, standing and authority. Successful candidates will have substantial business experience either: 


* as chair, chief executive or head of a function or group in a large organisation, or 
* by having built up a significant enterprise themselves, or 
* by having played a prominent role in a relevant area of public policy. 


Suitable respondents will be considered both for this round of appointments and for any future appointments in 2002. 


Non-executive Directors are expected to attend the monthly meetings of Court, and possible additional meetings for those that sit on Court 
committees. The closing date for receipt of applications is 23 February 2001. 


It is Government policy that those taking on public appointments should be selected on merit, and that as far as possible the composition of those 
selected should reflect the make up of society in the UK. As a result we are keen to know of suitably qualified candidates who are from ethnic 
minority communities, who are women, or who have disabilities. 


For further information, an application pack or to make a nomination please e-mail: Court-NEDS@hm-treasury.gsi.gov.uk or visit our website 
at: www.hm-treasury.gov.uk/docs/1999/publicappsintro.html. Alternatively you can contact Miles Gray at Debt and Reserves Management 
Team, Room 99/3, Parliament Street, London SW1P 3AG. Fax 020 7451 7516 


Director, Asian Government and 
Regulatory Affairs Singapore Based 


Enron Broadband Services Excellent package 


K 





kme international Enron Corporation is one of the world’s leading energy and communications companies, and has been 
7 voted Fortune Magazine’s “Most Innovative Company” five years in a row. its subsidiary, Enron 
search & selection Broadband Services (EBS), is a free thinking, mould-breaking network services company. 


Engaged in two primary business activities: bandwidth intermediation and content application and delivery, 
EBS intends to become the largest buyer and seller of bandwidth in the world, offering “one-stop” shopping 
for customers who need access to broadband. The company is taking the industry lead in developing a 
bandwidth trading market, and will also be a producer of bandwidth, through the development of its: own 
global network of fibreoptic cable. As a provider of content application, EBS will enable customers to move 
large quantities of data and rich media at high speed with extremely high reliability. 


Working as part of a relatively new, and highly commercial management team, the role is key in helping 
EBS to establish its Asian operations, with primary responsibility for its government and regulatory affairs 
activities. Early efforts will focus on securing licences from various national regulators and acting. as an 
effective advocate on public policy issues on behalf of EBS. Located in Singapore, the role requires regular 
overseas travel. 
Please reply in writing, 

with current resume and Candidates will have indepth knowledge of the regulatory environment for the communications market in 
details of package to: Asia, with a track record of creating solutions to regulatory issues in an evolving legal and regulatory 
Fiona Crawford environment. Conversant in public policy development in Asia, including: communications, taxation and 
competition law, combined with technical expertise and experience within the communications industry are 
essential. Fluency in English is required. Fluency in additional languages is a plus. Nationality is open, 
although candidates must have had strong exposure to the Asian cultural background. Excellent written and 

oral communication skills are essential. 


kme international 

7 Old Park Lane 

London W1Y 3LJ 
fondon@kmcinternational.co.uk 
Please quote Ref No 206/67 Look up Enron at www.enron.net 





10 : THE ECONOMIST FEBRUARY 3RD.2001: 














Senior International Business Professionals 

































Booz» Allen & Hamilton, an industry leader in international trade, policy 
reform, and institutional development and technology, is seeking seasoned 
Economists, Attorneys, and Policy Experts for long- and short-term 
overseas assignments. Current and future opportunities are available for 
individuals to help us develop and manage our rapidly expanding global 
portfolio of technical assistance projects worldwide, with focus on regional 
and county-specific programs and initiatives. 


Requirements for individuals interested in these opportunities include the 
completion of an advanced degree (MA, JD, MBA, or PhD), as well as 10+ 
years of experience in any one of the following areas: 


* International Trade and Investment 
* Public Sector Modernization 

* Legal and Institutional Reform 

* Applied Development Technologies 


Additional desired skills include WTO expertise, in-depth regional knowl- 
edge developed through overseas professional experience, fluency in 
English and at least one other language, proven ability to develop and effec- 
tively communicate technical solutions to complex problems, as well as 
strong management, leadership and diplomacy skills. 


Build a career with a firm that recognizes and values your experience. We 
offer generous benefits, including flexible work schedules, profit 
sharing, parental, family and medical leave, and tuition assis- 
tance. To apply, send your resume to: e-mail (MS Word for- 
mat) wood _linda@bah.com; FAX: (703) 902-3063; or mail 
to: Dept. 4051, Booz» Allen & Hamilton, 8283 Greensboro 
Dr, McLean, VA 22102. We are proud of our diverse work 
environment. EOE, M/F/D/V. 


BOOZ:ALLEN & HAMILTON 


www. bah.com 




























































v Sovereign Credit Analyst 
New York... 





FITCH IRTA, DUFF & PHELPS 






Fitch has a vacancy for an experienced sovereign analyst, or a candidate 
with related experience. Knowledge of countries in Latin America and 
fluency in Spanish and/or Portuguese as well as English are particularly 
desirable, 






The ability to write clear and authoritative analytical reports is essential to 
this New York hased post, which involves extensive travel. Applicants need 
to be able to spot risks and make reasoned judgements of their likelihood 
and consequences. Presentational skills are important as analysts will be 
expected to communicate with governments, investors and the media. 








‘The successful candidate is likely to have a graduate degree in economics, 
finance or international affairs, a sound analytical grasp of political 
economy and macro-economic policy and a deep understanding of Latin 
America and to be computer literate. Experience in country missions or 
policy work. probably for a well-regarded international institution, finance 
ministry, central bank, or private company would be advantageous. This 
position features considerable scope. for high profile commentary on Latin 
American financial and economic issues. Competitive compensation 
package available. 













Please write in confidence to: Roger M. Scher, 
Senior Director and Head of Latin American Sovereign Ratings, 
Fitch Inc One State Street Plaza, New York, NY 10004 









Fax: 212-480-4417 e-mail: barbara.crane@ fltchratings.com 





..and London 






applicants wishing to be considered for any future London based vacancies 
in Fitch's Sovereign team should e-mail sovpost@ fitchratings.com 
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PREPARATORY COMMISSION FOR THE COMPREHENSIVE 
NUCLEAR-TEST-BAN TREATY ORGANIZATION (CTBTO) 
PROVISIONAL TECHNICAL SECRETARIAT 


S 


The Preparatory Commission for the Comprehensive Nuclear-Test-Ban 
Treaty Organization with its Headquarters in Vienna is the international 
organization setting up the global verification system foreseen under the 
Comprehensive Nuclear-Test-Ban Treaty (CTBT), which is the Treaty 
banning any nuclear weapon test explosion or any other nuclear explosion. 
The Treaty provides for a global verification regime, including a network of 
32} stations worldwide, a communications system, an international data 
centre and on-site inspections to monitor compliance. 





We seek to recruit a highly qualified candidate for the following position: 


POST: Legal Officer 
GRADE: P-3 

VACANCY ANNOUNCEMENT NO: VA173-3-2001 
DATE OF ISSUANCE: 12 January 2001 
DEADLINE: 6 April 2001 
REPORTING DATE: 9 August 2001 


DUTIES AND RESPONSIBILITIES: 

Under the supervision of the Chief, Legal Services Section, to: Prepare legal 
briefs on public international law questions as these affect the Preparatory 
Commission in particular with respect to the CTBT and the Text on the 
Establishment of the Preparatory Commission, facility agreements with 
States Signatories. Provide legal input into the drafting and negotiation of 
texts for agreements with other international organizations, contracts and on 
specific areas of the Headquarters Agreement with the Host Country, Provide 
legal advice and assistance in the drafting and negotiation of texts in relation 
to IMS facility agreements with individual countries, contracts with scientific 
or commercial entities and agreements under the Treaty including exchanges 
of letters with States Signatories on early implementation of the IMS 
programme. Provide legal advice on the interpretation of financial and staff 
regulations and rules, common service arrangements, disciplinary and 
appeals or other committees set up to deal with personnel issues and 
represent Legal Service on such internal bodies, meeting with representative 
of other organizations on matters of mutual interest or cooperation. 


QUALIFICATIONS: 

Advanced university degree in international law or a related field. At least 
seven years working experience in the legal field including at least two years 
in an international setting. Fluency in English and a good knowledge of at 
least one other of the official languages of the CTBTO Preparatory 
Commission. Excellent communication skills in English essential, 


REMUNERATION/CONTRACT: 
Depending on professional background and experience, indicative taxfree 
annual net base salary (inclusive of a variable element for post adjustment) 
from US$ 49,582.-(without dependants) and US$ 53,118.-(with dependants), 
subject to deductions of contributions to the CTBTO Provident Fund and 
Health Insurance Scheme. Additional benefits include, when applicable, 
dependency allowance, education grant for children, rental subsidy, six 
weeks vacation per year, home leave travel every two years, Initial contract 
for fixed-term of three years. 
For more information, see the CTBTO Preparatory Commission's home page: 
hupv/Avww.ctbto.org. When applying. please quote the number of the vacancy 
announcement and complere the CTBTO Preparatory Commission's Personal History 
Form, which is obtainable from the home page. Please only e-mail ASCH teat-formatted 
messages and attachments. If the form is not available, send a detailed curriculum vitae, 
including information on date of birth, nationality, employment history and references. 
Please note that it is in your interest to supply a complete and updated set of personal data, 
The CTBTO Preparatory Commission retains the discretion not to make any appointment to 
this vacancy, to make an appointment at a lower grade in particular if the selected candidate 
has less than the qualifications required or to make an appointment with a modified job 
description or for a shorter duration than indicated above. The CTBTO Preparatory 
Commission reserves the right to undertake correspondence only with short-listed candidates, 
CTBTO Preparatory Commission, Personnel Section, Vienna International Centre, 
Room E0978, P.O. Box 1200, A-1400 Vienna. Tel: (43.1) 26030 6210. Fax: (43.1) 26030 
5897. E-mail: personne! @etbto.org 
THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE NUCLEAR- 
TEST-BAN TREATY ORGANIZATION IS COMMIT TO A POLICY OF 
EQUAL EMPLOYMENT OPPORTUNITY. 
APPLICATIONS FROM QUALIFIED FEMALE CANDIDATES ARE 

PARTICULARLY ENCOURAGED. 












u“ 




















RADIOCOMMUNICATIONS 
AGENCY 


Salary Scale 
£38K - £59K 


Annual Bonus 
Scheme 


26 Days Paid 
Holidays A Year 


Non Contributory 
Pension Scheme 


Closing Date for 
receipt of 
applications: 

16 February 2001 


Researcher in Strategic Affairs 
Should have an MA or PhD degree in political science, 
international relations or military affairs. 


Researcher in Economics (labor) 
Should have a PhD degree in this field. 


Researcher in Economics (econometrics) 
Should have a PhD degree in this field. 


Researcher in Economics (energy) 
Should have a PhD degree in this field. 


Researcher in Education 
Should have a PhD degree in the field of education or 


curricula. 


Radiocommunications Agency 
(An Executive Agency of the Department of Trade & Industry) 


Vacancy for a 


Range 11 Head of Strategic Electronic 


Business Development 


in the London Headquarters 


Are you looking for a_job in an organisation which plays a leading role in its field? 
Radiocommunications is one of the largest growth industries and RA is at the forefront. 

The Radiocommunications Agency is an Executive Agency of the Department of Trade and Industry 
and is responsible for the management of the civil radio spectrum in the UK. The Agency is located 
at South Quay in Docklands. 

The Agency's Headquarters has a vacancy for a full-time Range 11 post and invites applications 
from interested applicants. Applicants wishing to work part-time are also welcome as consideration 
will be given to making the post a job share opportunity. 

The main responsibilities of the post would include: to develop a strategic plan for turning the Agency 
into an electronic business; to present and negotiate the details of the plan with key stakeholders; to 
produce an implementation plan and transition process with timescales and priorities and linked to 
existing work plans. 

The post will suit applicants with a proven history of working in an e-business environment, where 
you have taken a strategic approach to turn the organisation into a modern e-business. 

For full job specifications, information pack and an application form please telephone Miss 
Grace Corpuz 020 7211 0534 or write to her quoting Ref: RDP 1/155 at 
Radiocommunications Agency, Human Resources Unit, 12R/4C, Wyndham af 
House, 189 Marsh Wall, London E14 9SX or visit our website at 

wiuw.radio.gov. uk Al 
The Radiocommunications Agency is an Equal Opportunities Employer 
and an accredited Investor in People 


ted 


INVESTOR IN PEOPLE 


Researcher in Public Opinion Polls 

Should have a BA or MA degree in a social science 
discipline. 

Head of Public Relations Department 

Should have a BA or MA degree in a social science 
discipline. 

Information Department In-Charge 

Should have an MA or PhD degree in computer 
science or information systems. 

Research Methodology Specialist 

Should have an MA or PhD degree in a social science 
discipline. 

Conference Coordinator 

Should have a BA or MA degree in a social science 
discipline. 








General Requirements 
« Perfect command of English: knowledge of Arabic is a plus. 


+ Proven proficiency in appropriate computer software. + Appropriate work experience. 





Please send your application, curriculum vitae and copies of university and work credentials including a recent passport copy 
and passport-size photo within one month to the address below (quoting the job title and Ref. No. 1/2001) 


Human Resources Department, Recruitment Section, P.O. Box 4567, Abu Dhabi, United Arab Emirates, 


Fax: (971-2) 642 4128 ; Email: uaerecruiter@ hotmail.com 


Note: Applications that do not meet job requirements will be rejected. No letters of apology will be sent. 
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ORGANIZATION OF AFRICAN UNITY (OAU) 


The Organization of African Unity is inviting applications from citizens of OAU 
Member States for the following positions in its Policy Analysis Support Unit 
(PASU) under a grant provided by the African Capacity Building Foundation 
(ACBF): 

1. TRADE POLICY EXPERT; 

2. INFORMATICS EXPERT; 

3. ASSOCIATE DEVELOPMENT POLICY EXPERT 


The successful candidates shall be adequately conversant with general and 
African economic development, cooperation and integration issues. 


* The Trade Policy Expert will undertake substantive assignments in areas 
relating to trade and customs policy, programme design and harmonization 
and to produce high quality policy papers. He/she must have a Ph.D. in 
Economics with specialization in trade and working experience of not less 
than 5 years. 

The Informatics Expert will engage in activities instrumental to the 
strengthening and maintenance of an integrated data and information system 
of local and regional coverage as well as providing training to OAU/AEC and 
RECs staff. He/she must have an M.A./M.sc. in information science plus a 
minimum of 10 years relevant experience. 

The Associate Development Policy Expert will assist in the design of policies, 
programmes and the collection of information and data. He/she must bold an 
M.A//M.sc. in Economics with post qualification experience of at least 10 years. 


For all positions, candidates are expected to be fluent in any of the OAU working 
languages: English, French, Arabic and Portuguese. Working knowledge of an 
additional language of these is an advantage. 


The remuneration package is competitive; the duty station is Addis Ababa: and 
the closing date for application is 28th February 2001. Applications should be 
sent to the following address: 
The Director, Community Affairs Department, 
Organization of African Unity, 
P.O. Box 200043, Addis Ababa, Ethiopia. 











International Centre for Research in Agroforestry 
Leader of the Advancing Innovation and Impact Programme 


ICRAF 


‘the Programme 
By 2010 agroforestry research and development by ICRAF and its partners will have given 80 million rural 
poor people new options for improving their livelihoods: A Advancing Innovation and Impact is one of five 
programmi¢s that bring professional leadership and support to ICRAF's regional research and development 
efforts in Africa, Asis and Latin America, Iis an inter-disciplinary programme whose principal objective is to 
Ldevelop and apply creative approaches to scaling-up the adoption and impact of agroforestry innovations. In 
Jpeoncert with other ICRAF programmes, the Advancing Innovation and Impact Programme achieves this 
abjective through strategic alliances with a diverse range of complementary research and development 
institutions. 
"The Position 
The Programme Leader will develop and lead a global, but focused, team of international and national 
professionals. Their work will include: undertaking action research; identifying and promoting best practice, 
and. providing advice and support in the areas of participatory research and extension, seed supply systems, 
mMarketing, economics, policy development and implementation, organizational management and community 
development. Ax a senior professional, the Programme Leader will in particular develop programme vapacity 
in community-led development, institutional innovation, and policy implementation. 
The following topics illustrate the diverse and challenging nature of the position; 
+ Understanding and capitalizing on opportunities for establishing and influencing successful community- 
led development movements 
Designing and evaluating demand-led tree seed supply systems that cost-effectively meet the needs of 
sinall-scale farmers 
Improving the structure, conduct and performance of agroforestry tree product markets 
Devising and evaluating innovative policies and institutional approaches to enable small-scale farmers and 
low-income communities in the South to benefit from environinental service payments 
Developing creative mutually beneficial partnerships with institutions that provide non-agricultaral 
services to rural people (e.g. in the health and education sectors). 
‘The Candidate 
The successful candidate will have: 
Leadership and hands-on field experience in managing interdisciplinary programmes and projects 
focusing on the rural poor. 
Track record in designing and implementing multi-iastittional programmes and projects that have 
successfully scaled up the adoption and impact of innovations in developing countries 
Demonstrated understanding and appreciation of the role:-of science in contributing to development in 
raraj areas. 
Demonstrated writing skills, and proven abifity to contribute effectively to the development literature, 
Excellent oral presentation skills. 
Proven resource mobilization skills, including evidence of being able to raise funds effectively. 
An extensive actwork of professional contacts and collaborators in the international development 
community. 
e PhD. or equivalent experience in a discipline relevant to the position 
Terms of Offer 
ICRAF offers an internationally competitive salary and benefits package, and a collegial and gender-sensitive 
working environment. The contract is for continuing appointment up to 10 years, subject to a }-year probation 
period, annual assessment of performance, continued relevance of the position and availability of resources. 
Applicants are invited to send a detailed curriculum vitae and the names and addresses of three referees 
Ginchsding telephone, fax numbers and email addresses}, AR correspondence should be addressed to Human 
Resources Unit, ICRAF, PO Box 30677, Nairobi, Kenya: teh +234 2 521450 oF +} 650 833 6644; fax: +254 2 
S2100Lor +1 650.833 6646; email: Linbinda@cgiarorg. 
Women and developing country nationals are particularly encouraged to apply. Applications will be considered 
antil March 15-2001, or until the position ix filled. 
We invite you to learn more about ICRAF by accessing our web site at www.cgiarorg/icraf/ on the 
Internet. 
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INTERNATIONAL FUND FOR 


AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: +39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 


GENERAL COUNSEL (D-1) 


Under the generai supervision of the President of IFAD, the incumbent 
will plan and organize the work of his/her Office, establishing the 
Office's strategic objectives and priorities in order to effectively meet 
IFAD’s goals. He/she will lead a team of legal counsels and provide 
legal advice to the fund’s governing bodies, borrowers, recipients, and 
in-house clients on all issues and documentation concerning the 
operations of the Fund, contributing to the establishment and 
maintenance of a clear and transparent rule-system for the Fund’s 
operations and decision making. Other responsibilities include 
managing staff performance through regular feedback, coaching and 
counselling of staff, encouraging initiative and innovation, and fostering 
teamwork. 

Qualifications and Experience:Law degree with specialization in Public 
international Law or International Development Law. Eighteen to twenty 
years of work experience in the active practice of law, some of which spent 
in an international financial institution/multilateral or bilateral development 
organization. Ability to think strategically. Strong communication and 
negotiation skills. Full command of English essential. Working know! 

of IFAD’s other three official languages (Arabic, French and Spanish) 
desirable. Computer literacy. 


Net Salary Range from USD 72, 407 to USD 89, 995 per annum plus 
post adjustment and United Nations benefits package. 


Please send application to Personne! Division no later than 03 March 
2001. For more details please visit our web site at www.ifad.org 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged. 


REGIONAL PROGRAMME COORDINATOR 
EC/UNDP/GEF SMALL GRANTS PROGRAMME OPERATIONS TO 
PROMOTE TROPICAL FORESTS 


The Global Environment Paciity (GEF) Unit of the United Nations Development Programme (LINES 
is seeking an experienced individual for the position of Regional Programme Coordinator based to 
Manila. Philippines 


The Small Grants Programme for Promation of Tropical Forests is a four year programme 
implemented by UNDEYGEF and funded hy the European Community, H aims to empower tradiicnal 
forest dwellers and rural poor people in selected countries of the Asian region to maintain, reintroduce, 
develop and practise traditional as well as novel ways of sustainable forest use und conservation of 
forest biodiversity. H is intended to impienem European Union development policy, based on priority 
for the poor, working Wavands sustainable development and integration into the mainsirear economy. 


Responsibilities 

+ Coordinate, provide technical guidance to, monitor and support the activities of the Programme in 
Parhcipating countries in Haren with the UNDP and European Commision on matters relatiig 10 
the programme. Extensive travel to other participating countries. 


Qualifications 
The candidate should have a deep understanding of and expert with tropical for activities in 
the m and thei implications for broader development problems. She should have substantial 
experience working with NGOs, CBOs ; sauais communities, and un paderstanding of the 
relationship between forests, Peod ity conservation and sustainable ase, poverty, sustainable 
livelihoods and development. The candidate should be alle to network with relevant organizations and 
activites in the region and build constructive relaionsinps with them. Specie: qualifications sought 
inciude the folowing: 

Ativast 10 years professional caperionce. including at feast 5 in programmes dealing with tropical 

forestry issues (experience in the management of mulli-country projects is an asset) 

Experience in community-orientad environment and development programmes 

Advanced degree in a tre foresiry/natiral resource/environmscat-related field (social scientists 

sith proven forestry managemen! experience and knowledge would sot be cxctusted from 

consideration} 

Proven abilities in project design, implementation. montioring and evaluation 

Excellent communication written, verbal, clectranic, media. inferpersanal) 

Strong management and team-building abuities 

Plaency in English 


Acknowledgement will oniy be semt to applicants strictly mecting the reyairemenis of this position. 
Curriculum vitae and three professional references should be directed as soon as possible and no later 
than 23 February 200 addressed to: 


Global Manager, UNDP G reall Grants Programme, 34 East 45th Street, 
Room FF-1613, NY, NY 10017. Fax: (212) 966-6368, Email:mkkacou@undp.org 
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Executive Search Firms: 


Would you like to better serve your North 
American clients throughout Europe and South 
America? 


Would the knowledge and contacts you could receive 
from the principals of international, highly successful 
boutique search firms help you build better 
relationships with your clients on a global basis? 


INAC (International Network of Associated 
Consultants) is a global affiliation of retained, high 
performance, boutique executive search firms 
dedicated to an unparalleled level of client service. 


We are currently accepting inquiries for both 
technology and generalist partners. 


Please visit our website at www.inac-global.com or 
contact our North American Partner, Frank Moscow, 
President of The Brentwood Group, Ltd., 
at (503) 697-8136 or 
e-mail to: fmoscow@brentwoodgroup.com 


IWMI INTERNATIONAL WATER MANAGEMENT INSTITUTE 
P.O. Box 2075, Colombo, Sri Lanka. 


DIRECTOR, FINANCE AND ADMINISTRATION (DFA) 


The International Water Management Institute (WMI), based in Sri 
Lanka, is one of sixteen centers of the Consultative Group on 
International Agricultural Research (CGIAR). [WMI's mission is to 
improve water and land resources management for food, livelihoods 
and nature. IWMI conducts a worldwide research and capacity- 
building program to improve water and land resources through better 
technologies, policies, institutions, and management. The Institute 
currently has a budget of $11 million. It has four regional offices and 
is headquartered in Colombo, Sri Lanka. 


The Position: The DFA is the chief financial officer of the Institute 
and is responsible for the policy and managerial direction of the 
Institute's financial and administrative activities. S/he reports to the 
Director General and is a member of the Institute's Management 
Committee and Secretary to the Board. 

Qualifications: 

a. successful experience in financial and administrative management, 
preferably at the executive level, with specific experience in budget 
development and control, and financial policy development and 
implementation, preferably in an international development 
setting: 

. experience in implementing modern computerized financial 
management systems; 

. a demonstrated capacity to manage participatorily and to work 
effectively in a multi-cultural and interdisciplinary setting: 

. familiarity with international donor financial reporting systems 
and regulations is desirable; 

. excellent communication in written and spoken English, 
proficiency in a second language is desirable. 


Minimum Requirements: (a) an accounting qualification /equivalent 
degree in finance or business administration; (b) 10 years or more 
relevant work experience; (c) developing country experience. 

Benefits: Internationally competitive salary and benefits package. 
Applicants should send a letter, CV and names and coordinates of 
three referees to the Director General, IWMI, P.O. Box 2075, Colombo, 
Sri Lanka, E-mail: f.rijsberman@cgiar.org Applications will be 
accepted until 10 March, 2001 or until the position is filled. For more 
information on IWMI, please see our web site http: / /www.iwmi.org 


IWMI is an equal opportunity employer and wishes to further diversify its staff 
group in terms of gender and nationality. 
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Cotecna Inspection SA is a Swiss trade 
supervision company, which provides services to 
developing countries in enhancing the 
effectiveness of their border controls and customs 
formalities. We are currently serving 12 Governments in Africa, Latin 
America and Central Asia and have pioneered a number of new 
services in the past three years. Cotecna is a leading innovator in its 
field, for example it is the first private sector operator si 
of x-ray scanning technology for customs inspection, 
simultaneously introducing a fully automated 

Computerized Risk Management System. 


BUSINESS DEVELOPMENT MANAGER 

Cotecna plans to maintain its competitive edge by developing new 
services that respond to needs of Governments and traders in the 
evolving environment of global trading rules. Our Business 
Development Division (BDD) is seeking the employment of a full time 
middie level professional (4-8 years experience) with advanced 
education in international trade law and economics, international 
business or other related subjects. Employment will be at our head 
quarters in Geneva, Switzerland. Work assignments will involve 
extensive travel to South America, Africa, the Middle East and Asia. 
As a member of Cotecna’s BDD team the chosen candidate will work 
with teams of inspection professionals, customs services specialists 
and consultants on a variety of international trade-related projects. 
Applicant must demonstrate strong analytical skills, abilities to 
communicate effectively through presentations as well as a good 
understanding of process design and business planning principles. 
Opportunities for quick promotion as well as incentive packages are 
open for those with proven competence. 

If you are mobile, resourceful and result oriented, please apply by 
Fax: +41.22.8496928 addressed to Audrey Andretto or by email to 
audrey.andretto @cotecna.ch . 


COTECNA 














@ COMMONWEALTH SECRETARIAT 
kK DEPUTY DIRECTOR (AGRICULTURE) 


The Commonwealth Secretariat is the main intergovernmental agency of the Commonwealth, 
facilitating consultation and co-operation among member governments and countries. Hts Export and 
Industrial Development Division, works in member countries and regional organisations, and, where 
requested by Governments, also assists the private sector, IL consists of an Export Market Development 
Department, Industrial Development Department and Agricultural Development Unit. 


The Agricultural Development Unit provides in-house technical assistance in renewable natural 
resources, including fisheries, forestry and livestock, assists in the identification of projects, preparation 
of funding proposals, assessments of training needs and the evaluation of existing programmes; assists 
international agencies in assessments of projects and programmes and co-operates with donors; works 
closely with other Secretariat divisions in (he promotion and evaluation of training courses, the 
identification of technical assistance specialists in matural resources, the development of 
Commonwealth initiatives in environmental fields and the preparation of taining materials. 


Responsible for the overall day-to-day management of the Unit, recommends. strategy, provides 
practical advice/guidance on development of the programme and project specific matters including 
project design and budgeting and contracting mutters, Advises/recommends on formulation and 
implementation of policies/strategies. E hat projects developed sapport divisional strategy and 
reflect priorities of the A. Defines specialist technical inputs required for project requests: 
assists in selection of speci . leads project teams and supervises/contributes to preparation/editing 
of consultants’ reports; develops/maintains close working relationships with internatiunal organisations 
and governments, es needs for technical assistance and advises management on agriculture issues 
and represents the Secretariat at international meetings. 


Masters degree in Economics, Agricultural Economics or related Natural Resource degree with minor 
in economics or business related discipline, minimum of 10 years related work experience focusing on 
developing a range of agriculture projects for governmenvinternational organisation/private sector 
consulting firm: extensive practical experience in developing countries, demonstrated supervisory skills 
and ability to work with senior officials, broad based understanding of global agriculture issues 
including WTO trade in agriculture agenda, food security issues, poverty/environment; good 
communication skills and ability t meet tight deadlines; readiness to participate in teamwork 
environment, preparedness to travel on missions; tact and diplomacy. 

* The appointment, for a period of three years, is open to nationals of all Commenwealth countries, 


* A competitive international package is provided and application is by detailed CV which should 
be forwarded only after applicants have received the information pack available from- 

Gladys Mhone - Personnel & Staff Development Department. Commonwealth Secretariat, 
Marlborough House, Pall Mall, London SW1Y 5HX, UK 
Vel: +44 020 7747 6181. Fax: +44 020 7747 6520: 
E-mail: g.mhone @commonwealth.int 
Closing Date: 12 March 2001 
We regret that it will not be possible to acknowledge applications individually. 
Only shortlisted candidates will be contacted. 
The Commonwealth Secretariat is an Equal Opportunity Employer with a 
website at www.thecommonwealth.org 
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Health and Population 
Solutions for the 215t Century 


Faures 


GROUP EUROPE 


HIV/AIDS Project Co-ordinator - Kenya 


Futures Group Europe is a health arag consulting 
company that designs, manages and evaluates reproductive 
health and population programmes worldwide. 


Futures have managed the DFID-funded HIV/AIDS 
Prevention and Care Project (HAPAC) since 1997 and now 
seck an outstanding individual to manage all aspects of the 
HAPAC project until it ends in } May 2003. This is a senior full 
time position commencing May 1 2001. 


The successful applicant will be experienced in working on 
donor funded HIV/AIDS projects in sub-Saharan Africa and 
must be familiar with HIV/AIDS related policy issues in 
Kenya. Proven experience of all aspects of project management, 
specifically related to reproductive health and HIV/AIDS, is 
desirable, Excellent communication skills will be required in 
order to Haise with DFID and the Government of Kenya. 


The Project Co-ordinator will be based in Futures Nairobi office 
and will manage the project office staff 


Email or fax your CV with covering letter to: 
SallyHarlow 
E-mail: s.harlow@tfgi.com Fax: +44(0)1225-443656 


Closing date: February 28 2001 www.fgeurope.com 
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UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 


UNRWA, the largest United Natiens programme in the Middle East with a 
biennium budget of US$ 736 million and over 22,000 employees, provides 
assistance to 3.8 million registered Palestine refugees‘in Jordan, Lebanon, the 
Syrian Arab Republic, the West Bank, and the Gaza Stip- UNRWA is seeking to 
employ: 


Director of Audit and Inspection Department, D-1, 
Reporting directly to the Commissioner-General 
(Based in Amman/ Jordan) 
ref.: VN/M/03/2001 


The incumbent is responsible for managing a large internal audit Department 
employing international and local auditors who undertake financial operational 
and management audit and inspections across the Agency. The incumbent. is. also. 
responsible to coordinate audit activities with the UN Board of Auditors and the 
Office of Internal Oversight Services GOS). QUALIFICATIONS AND 
EXPERIENCE: Advanced university degree in Accounting & Finance or 
Business/Public Administration. 15 years of experience i in auditing and financial 
management as well as substantive experience in Inspection activities. 
Experience i in using computers in auditing and in auditing information systems 
is essential. Excellent management and led adership skills are key factors to the 
success of the post. UNRWA offers an attractive Pe i aa package 
including gross annual salary starting at $ 103,763, plus 9.26 post adjustment 
multiplier, as well as an attractive fringe benefits package. 


APPLICATIONS: The UN Personal History Form can be printed out and faxed 
to (+972 8) 677 7694, or mailed to: Head, Recruitment Section, UNRWA HQ 
Gaza, P.O. Box 700, A-1400, Vienna, Austria. 
Resumes (CVs) can be emailed to: unrwa-abr@ unrwa.org 
Please quote ref.## VN/M/03/2001, 
The deadline for receipt of applications is 28 February 2001. 


For more information, 
please refer to UNRWA website http: www,unrwaorg/. 
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Diversification predicted 
to drive up number of daily 


global trades 1002 





WHILE GLOBAL INVESTING GROWS EXPONENTIALLY, 
THE NUMBER OF HOURS IN THE DAY 1S NOT 
PROJECTED TO INCREASE AT ALL. 


There is no question that global investing offers a lot of opportunity. It also presents 
some logistical challenges. Not the least of which is reconciliation. That is why we are leading the 
way to straight through processing. We also offer everything you need for today's increasingly 
complex investment concepts, from industry-leading trading technology to quantitative 
investment strategies to global custody and fund administration capabilities. We would say 


more, but we know how valuable your time is. 


STATE STREET. 


statestreet.com Serving Institutional Investors Worldwide = 





Investment management 


Investment operations 
and global accounting 


UK by State Street Global Advisors United Kingdom Limited - 
Regulated in the conduct of investment business by IMRO. 


©1999 State Street Corporation. Approved for issue in the 


yy crumpled in the dust. “Invest wisely”, warned 
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Economist 


Is there life in e-commerce? 


| Ge year’s American football champion- 
s ship, the Super Bowl, marked the peak of 
dot.com mania, with 17 dot.coms paying up to 
: $3m each for 30-second television spots. This 
year’s event marked its nadir. One ad for a 
brokerage pictured a dotcom ghost town, 
with a faded TieClasp.com sign, abandoned 
PimentoLoaf.com offices and something that 
looked like the Pets.com sock puppet lying 


the broker. Good advice. What does it mean? 

Valuing dot.coms has been a well-nigh 
impossible task from the beginning. Had you 
decided that Yahoo! could not possibly be 
worth $1 billion in 1997, as the market then 
said, you would have missed a three-year run that took it to 
more than 100 times that figure. But had you decided to be- 
lieve the market last spring and bought Yahoo! then, you 
would now have lost 80% of your money. 


Meanwhile, in the real world 


A Through it all, Yahoo! has grown steadily, becoming a domi- 
-nant web media company more or less according to plan. So 
too for eBay, the web auctioneer. Throughout the rise and fall 
of the dot.coms, analysts have been forced to come up with 
increasingly other-worldly formulas to justify current prices, 
to say nothing of their targets. Investors have been tossed like 
corks in a storm. 

Now comes particularly hard-to-digest news from Ama- 
zon, the biggest dotcom and among the most controversial 
thanks to the massive losses it has incurred as it has grown. As 
its many critics have warned, its “get big fast” philosophy 
made it too big, too soon: it is closing two facilities and laying 
off 1,300 employees. But in the same announcement it prom- 
s ised to turn a profit by the end of the year. 

Note that it was operating profit, not net profit, that Ama- 
zon was promising, so debt payments, options costs and po- 
tential losses from investments may keep the bottom line in 
the red for a while, even on the firm’s own projections. But 
considering that for much of its existence it has faced doubts 
over whether it could sell even books, to say nothing of more 
complex items, at more than they cost when all the picking, 
packing and shipping was factored in, Amazon is answering 
its harshest critics. About one key thing, it was right: it does 
seem to have found a way to make money while continuing 
to grow (although not nearly as quickly as it once did). It is not 
going to run out of money and go bust. 

Does that make its shares a good buy? As the article on 
pages 73-75 argues, the three big dot.com leaders are, by nor- 
mal measures, extraordinary businesses. They have grown 
quickly, built global brands in record time, and count their 
customers in the tens of millions. Two of the three have even 
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made decent sums while doing so. But at the 
same time as they have expanded they have 
become less perfectly virtual and more like 
ordinary firms. At some point that ought to 
mean more ordinary valuations. 

Yahoo! has 3,260 employees and rises and 
falls with the advertising business like other 
big media firms. As eBay expands into pro- 
ducts such as cars it must enter into joint ven- 
tures with bricks-and-mortar firms, splitting 
profits. This is even more true for Amazon, 
which looks more like a bricks-and-mortar 
company by the day. It has built warehouses 
around the world and staffed them with an 
army of temporary workers. Where four years 
ago it took up two floors of a building on one of the worst 
streets in Seattle, today it sprawls over the city, occupying a 
former hospital and seven other buildings. All three compa- 
nies are slowing down as they get larger, moving from triple- 
digit growth to mere double-digits. 

Amazon uses technology spectacularly well, but so does 
Wal-Mart. This is why analysts are increasingly thinking of it 
as a “best of breed retailer’, something of a back-handed 
compliment. It is nice to be best of breed, but retailers trade at 
very different multiples to dot.coms, even today. Wal-Mart 
trades at about 26 times future earnings. Apply the same mul- 
tiple to Amazon (assuming operating margins of 10% by 2004) 
and it would have to increase its domestic business by 50% a 
year and its international business by nearly 100% a year to 
justify its current price. Given that it predicts its overall 
growth will slow to 20-30% this year, that would be a stretch. 

Or do the calculation another way. Big American retailers 
today tend to trade at a valuation of about one times 2001 
revenue. Amazon is predicting that its revenues this year will 
be $3.3 billion-3.6 billion. Its market capitalisation is more 
than $6.5 billion. That would suggest that despite falling 85% 
from its peak, it still has a way to go. 

But that is to value it exactly as a traditional retailer. Al- 
though Amazon is certainly more like one than it may have 
originally set out to be, there are still clear differences. Because 
it holds all its inventory in centralised warehouses, the firm 
turns it over much faster than bricks-and-mortar retailers do. 
With rapidly depreciating products such as consumer elec- 
tronics, that is a huge advantage. Low inventory as a percent- 
age of sales also helps it grow economically because costs 
tend to scale with the number of units shipped, not their 
value. This may allow it to make money in categories that are 
thought of as low-margin. Thanks to the Internet, its potential 
customer base continues to grow at impressive rates. 

Amazon argues that its main advantage is that it can grow 
without paying to build new physical stores. This should give 
it a lasting advantage in return on capital employed. But it is 
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notable that so far it has had to build a local warehouse for 
each new country it has entered. As long as its ability to serve, 


- say, all of Europe from its German warehouse depends on 
forces outside its control, such as the efficiency of European 
transportation firms, it cannot expand as cheaply as it would 
like. Amazon was built on the premise that online retailing of- 
fered extraordinary advantages over the traditional model. 
The jury is still out on some of these, but even where they are 
showing up they look rather less amazing in the flesh. 

The same is true to a lesser degree of Yahoo! and eBay. Ya- 





hoo! looks more like a media company every day, especially - 
now that ao. Time Warner has redefined the genre. At its 
root eBay is just a marketplace, and they are rarely valued 
very highly in the bricks-and-mortar world. The fact that 
both are built on the Internet implies growth rates and ef- 
ficiencies the physical world rarely sees. But eventually the 
distinctions between the two worlds begin to blur. The 
dot.com leaders may well be among the great companies of 
the future, but increasingly they will not be thought of as a 
class unto themselves. Nor, one suspects, will their shares. 





Preventing a recession, if one is on the way, may be beyond the Fed 


N THE ground floor of the Federal Reserve building in 

Washington, pc, is an electronic game which tests a visi- 
tor’s skill at setting interest rates. You decide whether to 
tighten or loosen monetary policy in response to events such 
as rising inflation, a stockmarket crash or higher unemploy- 
ment. Get all the answers right and the machine declares you 
ready to be appointed chairman of the Fed. In real life, the 
correct answer is rarely so clear: huge uncertainties about 
when and by how much to change interest rates cloud the 
calculations—-and never more so than now. As the American 
economy lurches from a breathtaking boom to what some 
fear may be slump, the Fed is cutting interest rates with un- 
usual zeal. Will that be enough to avert recession? 

At its open-market committee meeting on January 3ist, 
the Fed cut its federal funds rate by another half-point, to 
5.5%. Following its surprise rate cut on January 3rd, this means 
that rates have been cut by a full point within the past 
month—the biggest single-month reduction in interest rates 
since 1984. The Fed’s latest move follows new evidence that 
the American economy is slowing more sharply than ex- 
pected. Gpp grew by an annualised 1.4% in the fourth quarter 
of last year, down from over 5% in the first half. In his testi- 
mony to Congress last week, Alan Greenspan, the Fed’s chair- 
man, warned that growth would be close to zero in the first 
quarter. Some economists now fear output may even con- 
tract. Manufacturing is already in recession, and in January 
consumer confidence plunged to its lowest for more than 
four years (see page 77). If consumer spending declines, a re- 
cession would be inevitable. 

The latest data suggest that the Fed is probably right to cut 
interest rates. But are financial markets and most economic 
commentators right in their faith that aggressive easing by the 
Fed can do the trick? They believe that the American econ- 
omy will experience no more than a short pause in growth in 
the first half of this year before bouncing back in the sec- 
ond—a strong “v-shaped” recovery—thanks to cuts in inter- 
est rates and taxes. In a speech last week, Mr Greenspan de- 
lighted the Bush administration by giving the green light to 
income-tax cuts (see page 42). But he rightly warned that fiscal 
policy works too slowly to be much use for steering the econ- 
omy over the cycle. With inflation fairly tame, the markets see 
room for further interest-rate cuts. 

Mr Greenspan is the most revered central banker in living 
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memory, but if investors realised just how great a challenge 
he now faces, they might feel more nervous. Once an econ- 
omy stalls, it is hard to arrange a soft landing. Monetary pol- 
icy may work more swiftly than fiscal policy, but long lags are 
still involved. Interest-rate changes typically take at least six 
months to have any effect on demand and their full effect 
feeds through only after a year or more. So while interest-rate 
cuts can certainly soften a recession, they may be too late to 
prevent one entirely. Also, given that American households 
already have alarming levels of debt and negative rates of 
saving, cuts in interest rates may be less effective than usual 
in spurring new borrowing and spending. 


An ABC of recessions * 


The only way that rate cuts might work swiftly is by encour- 
aging a rebound in share prices. Since the beginning of Janu- 
ary the Nasdaq has gained around 20%, and the widest stock- 
market index 8%. Continued rises could help to restore 
household wealth and hence confidence. But there's the rub. 
Suppose the Fed does succeed in buoying share prices and 
consumer spending, and thereby steers around the reces- 
sion—with the economy growing by around 2% this year, ris- 
ing to 3% next year. That perfect “soft landing” would do little 
to reduce America’s various economic and financial imbal- 
ances. The debts of households and firms would remain 
alarmingly high. Share prices would remain overvalued: yes, _ 
they are still overvalued, despite last year’s decline. And the 
current-account deficit would continue to loom large. 

One day these imbalances will have to be addressed. If 
the Fed succeeds in preventing a recession today and econ- 
omic confidence bounces back, that day will not merely have 
been postponed. In such circumstances the imbalances are 
likely to keep growing. In due course, that would put the 
economy at risk of an even harder landing than it is now. 

When the new president and his team moved into the 
White House they found that the previous occupiers had, 
among other acts of vandalism, wittily removed the letter “w” 
from lots of computer keyboards. That letter may be in par- 
ticular demand this year, and not just for use in the presi- 
dent’s name. The v-shaped recovery the markets are counting 
on could turn out to be w-shaped, with a second, deeper 
downturn lying ahead. Better fix those keyboards right away. 
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“Uncle Sam in Colombia 


The legacy of Lockerbie 


The guilty verdict delivered by three Scottish judges against one of two 
Libyans accused of the 1988 bombing must not be the end of the case 


ONSPIRACY theories have swirled around the 1988 

bombing of PanAm flight 103 ever since the plane ex- 
ploded over the little town of Lockerbie, in Scotland, killing 
270 people. Responsibility for this horrific act was claimed by 
no one, and there have always been doubts about which gov- 
ernment or terrorist group planted the bomb. The British and 
American governments have also been less than frank. They 
often appeared to know more than they would say, and they 
seemed to point the finger at Muammar Qaddaf?’s Libya only 
after their investigation of a Syrian-backed Palestinian ter- 
rorist group became impolitic during the Gulf war. When 


, Colonel Qaddafi agreed in 1998 to send two Libyans accused 


of the bombing to a special Scottish court in the Netherlands, 
many suspected that the two governments, weary of impos- 
ing sanctions against oil-rich Libya, had struck a secret deal 
with the colonel to find a way to drop them. 

In the event, the unanimous verdicts this week of three 
Scottish judges, finding one of the two defendants guilty and 
freeing the other, has vindicated the dogged efforts of the vic- 
tims’ families to cast light on these murky events, and to 
achieve some semblance of justice. Though Britain and Amer- 
ica may now hope to put the entire matter behind them, the 
court’s verdict raises as many questions as it answers. These 
must be pursued, however politically inconvenient. 

The most pressing question, of course, remains: who or- 
dered the bombing? It beggars belief that Abdelbaset al- 
Megrahi, the Libyan intelligence agent found guilty of mass 
murder by the court, acted alone. If his conviction is upheld 
on appeal, the most obvious suspect to pursue next is Colonel 
Qaddafi himself, who rules Libya with an iron hand. 

This seems to present Britain and America with a quan- 
dary. UN sanctions against Libya have been in place since 
1992. They seem to be hurting American and British compa- 
nies as much as Libya which, with generous oil revenues, has 
often found ways around them. Other Arab states have re- 


LEADERS 





fused to treat Libya as a pariah. As Colonel Qaddafi has mod- 
erated his conduct and rhetoric, many other countries have 
also grown restive at the idea of continuing Libya’s isolation. 
Rescinding the sanctions, which have been suspended for al- 
most two years, and normalising relations with Libya now 
makes good political sense for both Britain and America. But 
is it possible to have normal relations with a regime whose 
leader is under investigation for mass murder? 


Lift sanctions, lay charges 


The answer is an awkward yes. Sanctions are usually subject 
to a law of diminishing returns and have probably achieved 
all they can in moderating Libyan conduct. Sanctions now 
hurt not Colonel Qaddafi but the Libyan people, and they 
have suffered enough for a leader they did not freely choose. 
The first responses of Libya’s government were unco- 
operative, but if it later meets most of the other conditions 
laid down by the un, including admitting responsibility in 
the wake of a guilty verdict sustained on appeal and paying 
compensation, then sanctions should be permanently lifted. 

The way would still be open to pursue a case against Colo- 
nel Qaddafi or, if enough evidence were produced, eventually 
to charge him. It would be possible to have almost normal re- 
lations with Libya and yet continue to treat its leader as a 
criminal suspect. Indeed, that might be the best way to un- 
dermine his standing at home. 

In addition to opening the way to a possible prosecution 
of Colonel Qaddafi, the Lockerbie trial has achieved some- 
thing else. By carefully considering 85 days of evidence from 
230 witnesses and delivering a meticulous 82-page verdict 
which looks inconvenient for all the governments concerned, 
the court’s three judges have shown that professional jurists 
can run a fair trial, free from political influence, even in the 
most emotive and contentious of cases—a harbinger of hope 
for supporters of a permanent international criminal court. 





George Bush has inherited a controversial plan to fight drugs in Colombia. He 
should turn it into a state-building programme, commanding broader support 


F ALL the foreign-policy quagmires President George 

Bush has inherited, few are as muddy as the mess in Co- 
lombia. Alarmed by rising coca cultivation and by the 
strength of the leftist guerrillas in a country that produces 
most of the world’s cocaine, the Clinton administration 
boldly stepped into Colombia’s complex internal conflicts. It 
granted $1.3 billion in mainly military aid last year for “Plan 
Colombia”, a wider bundle of security and development pro- 
jects drawn up by President Andres Pastrana’s government. 
Should Mr Bush continue with, scrap or amend this policy? 
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Most of the American aid is meant to be spent on training 
three new army battalions and equipping them with helicop- 
ters. Their mission is to stop the Farc, the Revolutionary 
Armed Forces of Colombia, from hindering anti-drug opera- 
tions in Putumayo, on Colombia’s border with Ecuador, 
where roughly half the coca crop is grown. Two of the battal- 
ions are already protecting police spraying the coca planta- 
tions with herbicides. It is also hoped that, if the Farc can be 
denied drug income, it will be more inclined to make peace. 

Several things have changed since the plan was first 
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mooted. First, the United States’ aid has been widely seen as a 
crude intervention in its Latin American backyard. As a result, 
European governments, which Mr Pastrana had unreal- 
istically hoped might stump up some $2 billion in aid for so- 
cial and development projects, aimed at providing alterna- 
tives to coca, have offered only $280m—leaving Plan 
Colombia looking unbalanced. 

Second, the peace talks with the rarc launched by Mr 
Pastrana in 1998 have stalled. As the rarc has continued its 
tactics of kidnapping, extortion and attacks on small towns, 
public support for the talks has plunged. This week their fu- 
ture hangs in the balance: Mr Pastrana has delayed until Sun- 
day a decision on ending or extending the life of a “demili- 
tarised” zone for the guerrillas (ie, a haven all their own), as he 
seeks gestures from the Farc. Third, right-wing paramilitaries, 
often also linked to drugs, have become the fastest-growing 
military force in Colombia. In a cold-blooded manner, they 
attack civilians in guerrilla areas, and often act with the collu- 
sion of army officers—and with growing public support. 
Lastly, neighbouring countries worry that Plan Colombia will 
push refugees, violence and drugs into their countries. That is 
already happening in Ecuador, which is economically and 
politically fragile (see page 46). 

So far, Mr Bush has expressed support for Plan Colombia. 
But critics worry that he may be sucked into the quagmire, 
perhaps even choosing to send troops. In fact, a greater temp- 
tation may be to walk away, or to narrow the plan to anti- 
drug aid to the police, as some Republicans favour. 


All three approaches would be a mistake. The United 
States—and Europe—do have responsibilities for peace in Co- 
lombia. After all, their drug consumers unwittingly finance 
both the Farc and the paramilitaries. 

The best course is to mould Plan Colombia into a more 
balanced policy, more clearly aimed at strengthening the 
democratic state. That means continuing to help Colombia to 
make its armed forces more efficient, more professional and 
more respectful of human rights, but it also means a police 
and judiciary able to give security to citizens. Colombia, in 
turn, has to make a more serious effort to tackle the para- 
militaries—though critics of Plan Colombia would do well to 
note that to do so requires stronger, not weaker, armed forces. 


The unwinnable war 


At the same time, the United States should recognise that ae- 
rial spraying of other peoples’ fields with herbicides is no 
substitute for failing to stop its own citizens from taking 
drugs. Manual eradication, backed by social development, 
may be a better alternative. But Europe should be under no il- 
lusions: alternative development requires lots of money. 

In truth, Plan Colombia is bound to fail if it is just seen as 
a war on drugs: any “victory” in wiping out Putumayo’s coca 
will simply make the industry move, not disappear. But any 
aid that helps Colombia and its neighbours achieve peace 
and strengthen democracy is money well spent. The drug war 
still looks unwinnable—but at least some of its battles can be 
made less costly to the countries where they are fought. 





Gujarat’s catastrophe 


Was it worse than it need have been? 


HEN earthquakes strike and lives are lost on a terrible 

scale, a middle way must be found between two kinds 
of false consolation. One is to imagine that nobody was to 
blame, to say that “natural disasters” cannot be prevented, 
and can only be endured. The other is to say that the deaths 
were all the fault of the system and the people who run it, 
that everything would have been all right if only the building 
regulations had been adequate, if the inspectors had not been 
corrupt, if the rescue services had been properly equipped 
and prepared, and so forth. The truth is, an earthquake in a 
country as poor as India is always going to be an unspeakable 
tragedy. At the same time, there are things that even poor 
countries can do to save lives in these circumstances—things 
that they often neglect to do. 

At the epicentre of the Indian earthquake, some buildings 
remain intact surrounded by others that have collapsed, de- 
monstrating, as the Turkish earthquake of 1999 also showed, 
that the design and quality of buildings are crucial. That is the 
main reason why earthquakes in rich countries kill fewer 
people than earthquakes in poor ones. The Kobe earthquake 
of 1995 occurred in one of the most densely populated areas 
on earth, but still killed “only” 6,400 people, rather than the 
20,000 or more being estimated this week to have lost their 
lives in a remote and relatively unpopulated area of India. 
The collapse of many of Kobe’s older buildings, while newer 


20 





ones survived, made it clear that the death toll would have 
been far greater had Japan not imposed strict regulations on 
the construction of new buildings. 

But it is not always that simple. Gujarat has a history of 
earthquakes, and was known as an area where strict building 
codes ought to be applied. But the growth of the urban popu- 
lation has seen the construction of many cheap three- and 
four-storey apartment buildings where corners have been 
cut. It is not only the private sector that has skimped. Four 
hundred children were crushed in a public building. The pro- 
blem is that the demand for cheap housing is high. Even 
though Gujarat is one of India’s four richest states, with a 
large middle-class population, poverty at the bottom runs 
wide and deep. Estimates say that making new buildings 
earthquake-resistant adds 10-25% to the cost: that gives plenty 
of incentive to economise. Because there has been no cata- 
strophic quake in India for 50 years, the problem has been 
easy for politicians to ignore. No longer. Properly enforced 
rules are needed, and maybe now will be forthcoming. 


Until next time 


Given the grave and continuing risks to more highly popu- 
lated parts of India, such as Delhi (see page 87), it is also im- 
portant that the Indian government and its friends abroad 
concentrate on reducing risk and speeding their response in 
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the next such emergency. No doubt there is a limit to what 
can be done in such poor regions; that does not mean nothing 
can be done. Too little effort has been spent on pinpointing 
areas of greatest risk around the country. In fact, some 
seismologists are saying that the Indian government is mak- 
ing this task needlessly difficult by suppressing data, citing se- 
curity concerns in border regions. 

Other things could be done as well. India lacks a proper 
rapid-reaction team to deal with such disasters. In Gujarat it 
proved slow to mobilise the best resource that it does have— 
one of the world’s biggest, and most professional, armies. Ex- 
perience suggests that manpower is not a resource that can 
usefully be provided by other countries. It takes too long for 
such assistance to arrive. By as little as 12 hours after a serious 
earthquake, the chances of finding trapped victims alive has 


fallen to almost nothing. Help has to be local, or at least re- 
gional, which in the case of India would require it to co- 
operate with Pakistan. International money would be much 
better deployed helping to build up national rapid-response 
centres in all earthquake-prone areas, as well as supplying aid 
aimed at helping in the first few days after the quake: food, 
water, shelter, medicine and doctors. 

Predictions suggest that by 2025 more than 5.5 billion peo- 
ple worldwide will live in cities, and a large proportion of 
them close to regions with seismic hazards. In the next cen- 
tury it is statistically inevitable that powerful earthquakes 
will assault several large urban areas. The annual fatality rate 
from quakes is almost certain to rise in the next two decades, 
the more so if nothing is done. Builders and planners in areas 
at risk should keep the awful events of recent days in mind. 





Doctors in the dock 


There is good, as well as bad, in the current spate of horror stories 


about Britain’s doctors 


NOTHER day, another scandal in the British medical pro- 
fession. On January 30th, a gruesome report was pub- 
lished into the removal of dead children’s organs without 
their parents’ consent at Alder Hey hospital in Liverpool. The 
hospital stockpiled thousands of hearts, heads and other as- 
sorted parts, and its chief pathologist lied to parents about the 
practice and falsified medical records (see page 61). 

The report comes at a difficult time for Britain’s doctors. 
Earlier in January, an official audit of the murderous career of 
Harold Shipman, a general practitioner, was published. He 
was convicted of killing 15 patients, but it looks as though the 
total may really be more than 250. Shortly, a government in- 
vestigation will publish its findings into the “Bristol babies” 
affair, in which at least 90 children are thought to have died 
because of sub-standard care from surgeons and doctors. 
And there is the usual stream of newspaper reports of practi- 
tioners sexually abusing patients or fudging research results. 

The kinds of malpractice splashed over the front pages are 
not new; the novelty lies in their reaching public attention. 
Britain’s doctors are no more homicidal or contemptuous of 
their patients than they were in the past, but the climate they 
are operating in is changing. Paternalism, which allowed doc- 
tors to do what they want and leave the patients in the dark, 
is giving way to patient power. And, as light falls on hospitals 
and surgeries, it exposes some unpleasantness. 

For American doctors, chastened by years of malpractice 
litigation and the strictures of managed care companies, the 
sort of authority and autonomy that British doctors have en- 
joyed—such as dealing with wayward colleagues through 
their own cosy General Medical Council (GmMc)—is a distant 
memory. But things aren’t what they used to be in Britain. In 
many areas of life outside the surgery and the hospital— 
shopping, banking, government services, for instance—power 
is shifting from the producer to the consumer. 

In health care, some of the drive for reform is coming from 
the medical profession itself. Doctors are increasingly willing 
to blow the whistle on each other, which is in part why the 
Bristol and Alder Hey inquiries have arisen. The Gmc, feeling 
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the pressure for change, is looking at new ideas such as greater 
lay representation, streamlining its disciplinary procedures 
and requiring regular skills assessment for doctors. 

But much of the impetus to clip the doctors’ wings comes 
from the government, which is keen to promote itself as a 
health-care moderniser and champion of patients’ rights. 
Each malpractice inquiry brings new recommendations for 
reform, and the government's new action plan for the nuns in- 
cludes further proposals for regulation. 

British patients tend to show their doctors more deference 
than do America’s “health-care consumers”. But that is 
changing, too. Pressure from parents, as well as honesty from 
doctors, led to the Alder Hey inquiry. The Internet, which of- 
fers people access to medical information that was once the 
preserve of the professionals, and which helps protest groups 
organise and lobby, is giving patient power a push. And the 
government, which wants to add momentum to this move- 
ment, has promised more say to patients though local forums 
and better ways to register their complaints. 


Hope from the horror 


There are dangers in this shifting balance of power. More~ 
regulation of doctors threatens to tie up in red tape an already 
overworked and underpaid profession, and to put off the 
clever, curious types who have taken up medicine in the past. 
More information does little good if patients do not have 
much room to make choices, which is the case for most of 
those treated by the National Health Service. And no one 
benefits if the trust at the heart of the traditional doctor- 
patient relationship is shattered. 

But more information will create a demand for choice; 
and effective medical treatment is more likely where doctors 
bother to listen to their patients, and patients know enough to 
ask the right questions, and demand truthful answers. The 
changes being forced on the nus are likely to produce a better 
service in the future. Today’s horror stories are a sign that 
things will be better tomorrow. 

a 
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Can your company survive 


the "real" new economy challenge. . . people 


Yes, there’s a lot of hype today about the "new 
economy." And there are probably as many definitions as there 
are champions and sceptics. But amid the rhetoric, one fact 
remains clear: Technology is shifting the basis of competition from 
physical to knowledge-based assets. That means survival increasing- 
ly depends on people—their skills, intellect, creativity, energy and 
commitment. 


Is your company up to the people challenge? Are you well positioned 
to get and keep your fair share of talent in a tight and fiercely com- 
petitive labour market? If not, what kinds of changes will take you 
where you need to go? 


Find out in Business, people and rewards: Surviving and 
thriving in the new economy. This report, written by the 
Economist Intelligence Unit in co-operation with Towers Perrin, 
describes how high-performing companies are shifting their strate- 
gic focus from cost management to innovation and building creative 
new people and rewards strategies to support this new direction. 


The report’s findings are based on a survey of 227 executives across 
North America, Europe and Asia, in-depth interviews with 40 senior 
managers, and peer group meetings in London, New York and 
Toronto. It shows how companies are: 


@ Redefining the corporate value 
proposition—how the vision must 
change and why articulating it clearly is 
so important 


@ Determining the skills and attributes 
needed to deliver on the vision and 
strategy —why traditional competencies 
and human resource programs will no 
longer meet business needs 


@ Engaging employees in delivering 
peak performance—what the most 
powerful motivators really are 





E Defining the people who deliver 
value—why top contributors are no 
longer limited to those "at the top" 
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E Identifying the right mix of rewards 


and tailoring them appropriately to 
meet the unique needs of different 
workforce segments—the truth behind 
the power of pay, benefits, learning 
and development opportunities and a 
host of non-traditional rewards. 


And, most important, 


E Learning what high performing 


companies do differently —what 
kinds of people practices truly boost 
business results. 
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ISRAEL’S ELECTION 


Saying no to peace 


GAZA AND JERUSALEM 


If the Israelis elect Ariel Sharon prime minister next week, they will be 
dismissing, for now, any hope of peace. How did things reach this point? 


BIG majority of Israelis regularly tell 

pollsters that they are prepared to pay a 
high price for peace. Yet on February 6th, or 
so they are now telling the pollsters, they will 

_ vote no in a special prime-ministerial elec- 
tion that has become, in effect, a referendum 
on a peace agreement with the Palestinians. 
Both candidates, the current Labour prime 
minister, Ehud Barak, and his challenger, the 
Likud leader, Ariel Sharon, claim to be the 
man who will bring peace to Israel. Mr Ba- 
rak’s claim, though it has not worked out, is 
serious and comes at a price; Mr Sharon’s, 
on the other hand, is advertised as a free- 
bie. Spurious as this giveaway offer has 
to be, Israelis, by a margin of 16-18%, 
seem to have fallen for it. Gevalt!, 
wails a veteran peacenik, uttering 
“this Yiddish cry of desolation as 

she surveys a dire and self-de- 
structive scene. 

That many people will be 
holding their noses as they 
vote scarcely improves matters. 
Since both candidates are, in their 
different ways, disliked, the turnout 
is expected to be low, with most vot- 
ers casting their ballots againstone man 
rather than for the other. 

Israel's peace camp had hoped that Mr 
Barak might hand the baton over to Shimon 
Peres, a respected former prime minister and 
elder statesman, who shared the Nobel 
peace prize with Yasser Arafat and the late 
Yitzhak Rabin. Although Mr Peres has never 
won an election, the fact that he has lost so 
many times is not necessarily held against 
him. The polls show that if he were running, 
the two old-timers (Mr Sharon is 72, Mr Peres 
77) would be neck-and-neck. But the time 
for this constitutionally allowed swap has all 
but run out: the last permitted date is Febru- 
ary 2nd. Although the effort to persuade Mr 
Barak to step aside continues, the prime 
minister has been adamant from the start 
that he will carry through to the end, how- 
ever bitter. Reality, he hopes against logical 
hope, will suddenly hit the voters when they 
are alone in the booth with the ballot slips. 

This hardly seems likely. Israelis, say 
long-time observers, have seldom been in a 
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nastier, more bolshie mood. They are angry 
with Mr Barak for smashing long-held ta- 
boos and symbols without warning, seem- 
ing to offer the Palestinians more than Israel 
was prepared to countenance. And they are 
outraged by the Palestinians, not only for re- 
jecting Mr Barak’s offer but for turning on Is- 
raelis with violence. “We gave them every- 
thing, and they shoot us,” is, crudely, the 


















The furious right 


Israeli-in-the-street reaction. Disillusioned 
and bitter, Israelis are blinkered from any 
point of view but their own; they are blind to 
a Palestinian perspective. 

If, as is now expected, Mr Sharon be- 
comes prime minister, he will have two op- 
tions, not necessarily of his own determin- 
ing. His preference, he says, is to form a 
national-unity government with Labour, of- 
fering Mr Barak the job of defence minister 
and probably bringing Mr Peres in as well. 
This would split the Labour Party, but Mr 
Peres, humiliated by Mr Barak and per- 
sonally close to Mr Sharon, suggests that he is 
open to an offer, so long as he approves the 
policy of the new government. Mr Barak is 


disinclined to commit himself while he is 
still fighting the election: he says merely that 
he would not join a government that con- 
tained right-wing and religious extremists. 

If he fails to get enough Labour members 
to cross the line, Mr Sharon would form a 
narrower coalition with those same extrem- 
ists. Two or three of them are scary. The “cra- 
zies”, as non-crazy Israelis call them, include 
Avigdor Lieberman, the leader of a Russian 
immigrant faction, who has talked to East 
European ambassadors about bombing 
Tehran and/or Egypt’s Aswan Dam, and Re- 
havam Ze’evi, an ethnic cleanser, who has 
talked of cutting the Palestinians off from 
water and electricity, and depriving Israel’s 
own Arab citizens of their vote. The only 
thing to be said for this coalition is that it 
would probably quickly fall apart—which is 
why some people waiting in the wings might 
prefer it. One of these is Binyamin Netanya- 
hu, once again, after his swift decline and 
fall, Israel’s most popular politician. 

The sadness is that neither alternative 
points the way to peace. Israeli-Palestin- 
ian negotiators, who ended their last 
pre-election talks at Taba last week- 
end, said that they had never been 

closer to an agreement. This does 
not necessarily mean that they 

were close. The gap is still deep, 
and a unity government— 
tugged from left and right— 
would almost certainly be 
too paralysed by the tussle to 
have achance of closing it. 
Probably the best to be hoped 
for would be some kind of holding 
agreement. But would the Palestin- 
ians agree to stay quietly on hold? As 
bitter as the Israelis themselves, most Pal- 
estinians refuse to distinguish between Mr 
Sharon and Mr Barak. Mr Arafat now says 
publicly that it is important that Mr Barak 
should be returned. His people, in their an- 
ger, claim that the two are much the same. 
They are not. But Mr Sharon, argues a per- 
ceptive Palestinian, may be more of a danger 
to the Israelis than he is to us. 


Sharon’s rise 

Israel’s cities show few signs of an approach- 
ing election. But Mr Sharon’s Likud Party 
drums out the message that its candidate 
will end the violence and bring peace with- 
out cost. Television jingles play on “Sharon” 
and shalom (peace); posters at crossroads, 
and the bumper-stickers handed out at red 
lights by teenagers, say that peace will come 
only with him. Mr Barak, the stickers say, is 
bent on giving away Israels inheritance, 
from Temple Mount to the Dead Sea. 
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Mr Sharon’s minders, marketing himasa 
grandfatherly hero, a man from the age of Is- 
raeli giants, make sure their candidate gives 
as few interviews as possible. They tut-tut 
about the radicalism of Messrs Lieber- 
man and Ze’evi, assuring voters that 
these men will have no hand in poli- 
cymaking. The buzzword is “experi- 
ence”. Since he left the army in 1973, 
Mr Sharon has held several port- 
folios, which enables the cam- 
paign to contrast his maturity 
and political experience with 
the brash, military-minded ama- 
teurism of Mr Barak, who stayed in 
the army, serving as chief of staff, un- 
til the mid-1990s. 

Mr Sharon’s consistent policy, 
whatever his actual government job, was 
to encourage the type of Jewish settlement 
that now makes it virtually impossible to 
forma viable Palestinian state. But in thecur- 
rentatmosphere this is not necessarily a neg- 
ative factor. Nor does it tell against him that, 
during his time as a military commander, he 
retaliated provocatively and brutally against 
the Arabs. He is remembered instead for he- 
roically saving the day for Israel in the 1973 
war, when he took the bold initiative, against 
orders, to cross the Suez Canal. 

Mr Sharon’s no less insubordinate ex- 
ploit, as minister of defence in 1982, of land- 
ing Israel in a Lebanese mess that lasted for 
the next 18 years is a different matter. His 
campaign managers can only hope that 
most Israelis, either because they are young 
or because they are recent immigrants, are 
unaware that he misled the prime minister 
of the time about pushing on to Beirut, or 
that he was forced to resign from the defence 
ministry after Israel’s Christian Lebanese al- 
lies massacred Palestinian refugees while Is- 
raeli soldiers stood by. But they cannot rely 
on this. Campaigning in high schools, Mr 
Sharon has been tackled by pupils, including 
a girl whose father had been traumatised by 
serving in the war against Lebanon. 

Whoare Mr Sharon’s core supporters? To 
some extent, a vote for him is a negative vote 
against Mr Barak, and vice versa. The reli- 
gious parties, for instance, are for the secular 
Mr Sharon largely because Mr Barak antago- 
nised them when he tried to preserve a via- 
ble coalition by zigzagging politically be- 
tween religious and anti-religious left-wing 
parties. He then added insult to injury by 
blaming the religious for his misfortunes. 

But negative voting is only part of the 
pattern. Many Israelis, frightened by Mr Ba- 
rak going too far too fast, positively approve 
of Mr Sharon’s unyielding approach to peace 
and the Palestinians. He would have no ne- 
gotiations while violence continues. And 
though he would not, he says, claim back the 
40% of the West Bank that is now under Pal- 
estinian control, nothing that he has said or 
done suggests that he would add substan- 
tially to this territory. 


ARE 
ST 


26 




























Sharon versus Barak 


Israel’s Russian immigrants, who now 
account for about 20% of the electorate, are 
expected to vote nearly two-to-one for Mr 
Sharon. Led by right-wingers—Mr Lieber- 
man and Nathan Sharansky—and getting 
their information from a bevy of right-wing 
Russian-language publications, Russian Is- 
raelis, most of whom have resisted the melt- 
ing-pot, seem strangely frozen in the past. 

At a time when the power of the weak 
(aided by the power of rv cameras) is gener- 
ally recognised, the Russians believe even 
more than the average Israeli in the power of 
military and technological might. With the 
Soviet empire as their point of comparison, 
they are shocked that such a tiny country as 
Israel could contemplate giving up any of the 
land it holds. They have come to Israel for se- 
curity, and what you have you keep, they 
say. The Kurile Islands, where Russia de- 
clines to cede the southernmost few to Ja- 
pan, tend tocome up in conversation. 
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Poorer, and Sephardic, Israelis are also 
traditionally inclined to vote for the Likud, 
seeing Labour as the party of the elite Ashke- 
nazim. Labour, they say with a certain jus- 
tice, has done little enough for them. 
Moreover, Mr Sharon’s record shows 
him to be something of a dirigiste; to 
the dismay of his party’s liberal 
economists, he has always be- 
lieved in government economic 

intervention for an ideological 
purpose. 

People who have served 
with or under Mr Sharon say that 
he is more pragmatic, and more 
flexible, than his worldwide image. 
Maybe, some argue, a right-wing gov- 
ernment, or a national-unity govern- 
ment led from the right, can get away 
with more for peace than a left-wing one. 
There is logic and precedent for that: Mena- 
chem Begin was the right-wing prime minis- - 
ter who achieved peace with Egypt. Enthusi- 
asts even speak of a De Gaulle syndrome. But 
perhaps they should blush when they doso. 


Barak’s fall 


Israel, says Yoel Marcus, one of the country’s 
most respected journalists, is a cemetery of 
popular politicians. The popular Mr Netan- 
yahu became hated by the men around him 
and was booted out with howls of derision 
after three years as prime minister. Mr Barak, 
who beat him by a handsome majority in 
May 1999, began splendidly. His intentions 
were impeccable. With his people behind * 
him, he strode off down a high moral road 
that would bring an end to Israel’s sad his- 
tory as an occupying power. But on the way 
he lost his people, and his target eluded him. 

Losing his people was largely his own 
fault. Mr Barak is a clever, rational thinker 
who cannot be bothered to explain what he 
is thinking; a soldier-turned-politician who 
despises politicians. His coalition for peace, 
which originally looked so solid, was soon in 
tatters as he tried ham-handedly to play one 
faction off against another. Even as a soldier, 
the most decorated soldier in Israel, man- 
management was not said to be his forte. -+a 

As he oscillated both on the peace pro- 
cess and on domestic policy, his followers 
trailed confusedly after him, and eventually 
rebelled. He failed to prepare them for the 
sacrifices that he knew would have to be 
made by Israel in return for a lasting peace. 
He also failed to prepare them for the Pal- 
estinian uprising that he knew was in the 
making. And when this uprising started, he 
lost his most loyal supporters, the 20% of Is- 
raelis who are Palestinian-born. 

Compared with Jewish Israelis, Arab Is- + 
raelis are discriminated against in almost ev- 
ery way. Their municipalities get less money, 
their education is poorer, their unemploy- 
ment rate far higher, and it is virtually im- 
possible for them to buy land, nearly all of 
which is government-owned. Despite this, 
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they continued to support Labour prime 
ministers. Until, that is, the week last Octo- 
ber when Palestinian Israelis in Galilee dem- 
onstrated in support of their fellow-Pal- 
estinians in the territories—and the Israeli 
police shot dead 13 of them. 

The shooting, and the government's fail- 
ure even to say it was sorry (a commission of 
inquiry has been set up), has cost Mr Barak 
dear. Arab Israelis will not support Mr 
Sharon, but they will not turn out for Mr Ba- 
rak either. The debate now is whether they 
should go to the polling stations and register 
their dislike of both candidates by returning 
a “white” (blank) vote, or register their alien- 
ation from the whole Israeli scene by a boy- 
cott. Activists, radicalised by the shooting 
and its aftermath, stress their Palestinian 
identity and call for a boycott. 

Bad management and worse can be laid 
at Mr Barak’s door. But the great eruption of 


. Israeli and Palestinian anger that now looks 


like doing him down may have been inev- 
itable. Believing that the step-by-step ap- 
proach would eventually do more harm 
than good, he courageously went for broke. 
He exposed the myth that Jerusalem 
should be Israel’s eternal, undivided capital, 
and suffered from doing so. Abandoning 
ambiguity, he demanded that the Palestin- 
ians agree to the “end of conflict”. Though 
that would not have meant an end to all dis- 
putes, it would have meant the end of inter- 
national legitimacy for the Palestinian strug- 
gle. Understanding this, the Palestinians 


* responded with another explosive three 


.» for allowing the talks even toreach this 


* fada, he would, at the very least, have 


words: they would not renounce the “right 
of return” of the hundreds of thousands of 
Palestinians forced out of their homes dur- 
ing Israel’s war of independence. The two 
principles collided painfully. 

The notion that the Palestinian refugees 
and their families should still, after 52 years, 
contemplate returning to Israel outraged the 
nation. Even though Mr Barak was not 
contemplating the right of return—he would 
not agree to the principle, and would per- 
mit only a few refugees into Israel under 
stringent conditions—he was blamed 


point. Israelis who had voted for Mr 
Barak and for peace in 1999 backed 
away in dismay. He was giving 
away much too much, they said. 
And just look at what those 
ungrateful Palestinians were 
doing in return. 


Punishing the Palestinians 


If Mr Barak’s good intentions had 
led to an agreement and not an inti- 


had a better chance of winning an elec- 
tion-referendum. This may never have 

been possible. But once the uprising had 
erupted—provoked or provocative, accord- 
ing to the way you look at it—and Israel had 
responded by shooting demonstrators dead 
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and punishing the entire population, there 
was no chance of the Palestinian leaders be- 
ing able to corral their people into a perma- 
nent agreement. 

The current intifada is not at all like its 
six-year predecessor, which ended in 1993. 
There are obvious differences: it is far more 
intense (360 Palestinians and 47 Israelis 
killed in four months) and the Palestinians 
now have guns as well asstones. But there are 
also less obvious ones: the militants are 
mainly poor or highly political (unlike the 
first intifada, students are not playing much 
part), the fighting is more purposeful, aimed 
at soldiers and settlers, and the protests are 
double-edged, being both against Israel and 
against the Palestinians’ own corrupt, un- 
democratic leadership. 

For the past month, the violence has 
simmered down, but this, say the Palestin- 
ians, is no more than a pause. Israel’s retalia- 
tory measures are not calculated to have laid 
the foundations for peace. Quite apart from 
the shooting to kill (half the Palestinian dead 
were shot in the head or neck), the economic 
strangulation of the territories, and the ha- 
rassment of people trying to go about nor- 
mal business, is creating lasting resentment. 

The statistics tell a story. Palestinian GDP 
was 13% lower than predicted in the last 
three months of last year; the core unem- 
ployment rate has risen from 11% before the 
intifada to 35-40%, and the number of peo- 
ple living below the poverty level ($2.10a day 
consumption) has grown from 20% to 32%. 
People who would never throw a stone 
wonder, as they endure the harassment and 
humiliation of embankments and trenches 
and checkpoints that prevent them from 
leaving their towns and villages, why they 
are being punished. 

An enterprising people, Palestinians 
usually find a way round road-blocks. But 






















Their farms destroyed 
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listen to half a dozen Gazan farmers, sitting 
quietly in a lunar landscape of destruction, 
as they tell their story. Their citrus fields, 
olive and almond groves, and greenhouses 
of fruit and vegetables were razed to the 
ground, supposedly because they were in 
the vicinity of a road that a handful of Jew- 
ish settlers might use. But what distressed 
these farmers, even more than the uncom- 
pensated loss of their property, was that the 
rain had at last fallen and they were forbid- 
den to sow their wheat. 

Some Israelis disagree strongly with the 
policy of collective punishment. Most nei- 
ther know nor care. But Israelis suffer a new 
sense of personal insecurity—a few of the re- 
cent killings of Israelis have been cruelly ran- 
dom—and for this they blame Mr Barak. 


Snake-oil salesman 


Voters, it seems, are ready to accept Mr 
Sharon’s assurance that he will stop the vio- 
lence—to do this he has said he is prepared to 
destroy Palestinian houses, row after row— 
and that, once things have quietened down, 
everything will continue much as before. 
The Palestinians will have their autonomy, 
even perhaps called a state, and the Israelis 
will enjoy an easy peace, while holding on to 
much of the occupied land. 

For Israelis with a bit of memory, these 
promises, and this attitude, recall the san- 
guine mood before the 1973 war when Israel 
convinced itself that it could stay for ever in 
possession of most of the 1967 war con- 
quests, and that the Arabs, recognising real- 
ity, would eventually accept this state of af- 
fairs. When Egypt attacked during Yom 
Kippur, and 3,000 Israelis lost their lives, this 
mood, it was thought, ended for ever. 

Not so. Although Israel has transformed 
itself into a lively high-tech society, there are 
nowadays echoes of the same misconcep- 
tions about peace coming cheaply on Israel’s 
terms. If Mr Sharon is a snake-oil salesman, 
many Israelis, battered by Mr Barak’s shot- 
gun approach, are prepared to allow them- 
selves to believe him. 

Others cry warning. For the first 
time for many years, Israelis are mur- 
muring about the possibility of a 
wider war. There is nothing solid to 
these murmurs. But people recol- 
lect Mr Sharon’s supposed 

grand strategy behind Israel’s 

invasion of Lebanon: the Pal- 
estinians would be forced out, 
they would then turn Jordan into 
a Palestinian state, and Israel 
would be off the hook. This dream 
went wrong. But might he now, they 
ask, be tempted to take some action 
that would once again throw the cards 
into the air, to land where they would? 

Probably not. But the election of Mr 
Sharon, if this is what happens next Tues- 
day, invites alarming speculation. 

E 
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Indian devastation 





Some 25,000 people or more 
are thought to have died in an 
earthquake in Gujarat state, 
in western India. Two large 
towns, Bhuj and Anjar, were 
almost flattened. Pakistan put 
aside its enmity with its 
neighbour and contributed to 
the relief effort. 


President Abdurrahman Wa- 
hid of Indonesia faced criti- 
cism in parliament about 
financial matters and also de- 
monstrations on the streets. 


A rerun of the disputed con- 
tests in Thailand’s general 
election of January 6th de- 
prived the Thai Rak Thai 
party of Thaksin Shinawatra 
of its overall majority. It 
formed a coalition govern- 
ment with two other parties. 


A Chinese government 
spokesman said Hong Kong 
would not be allowed to be- 
come a base for the outlawed 
Falun Gong cult. In the for- 
mer British colony now ruled 
by China, the cult is legal. 


Gloria Macapagal Arroyo, who 
took over the presidency of 
the Philippines with the 
support of the army, said she 
would “crush” plotters against 
her government. Joseph Es- 
trada told a meeting of his 
supporters in the capital, Ma- 
nila, that he was still the 
elected president. 


Yoshiro Mori, Japan’s prime 
minister, apologised to the 
Diet for a string of recent 
scandals. 
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Faith, hope, charity 


President George Bush an- 
nounced plans to set up a 
new White House office to 
distribute billions of dollars 
over ten years to religious 
groups for charitable and so- 
cial work. Critics claimed that 
this would be an enormous 
breach in the constitutional 
separation between church 
and state. 


Mr Bush’s two most contro- 
versial nominees for cabinet 
posts, John Ashcroft for at- 
torney-general and Gale 
Norton for interior secretary, 
were both confirmed by the 
Senate. 


Colombia’s troubled peace 
process was reprieved: Presi- 
dent Andres Pastrana agreed 
to extend the life of a “demili- 
tarised zone” used as a haven 
by the Farc guerrillas, but 
only for four days, to allow 
further talks about talks. Ear- 
lier, a man alleged to be a 
FARC deserter had hijacked a 
commercial flight from the 
zone to Bogota. 


Alan Garcia, a former presi- 
dent remembered for his 
disastrous populist rule, re- 
turned to Peru after almost 
nine years in exile, and imme- 
diately launched his campaign 
for the presidential election 
due in April. 


In Chile, a judge ordered that 
General Augusto Pinochet 
should be tried on charges of 
murder and kidnapping. The 
former dictator was officially 
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notified of the order, and 
placed under house arrest, de- 
spite efforts by his supporters 
to block the notification. 


Anti-globalisation protesters, 
meeting in the Brazilian city of 
Porto Alegre, agreed to launch 
a campaign against the pro- 
posed Free-Trade Area of the 
Americas. 


End of the trial 


The Lockerbie trial in the 
Netherlands ended with the 
three Scottish judges finding 
one of the two Libyan sus- 
pects, Abdelbaset Ali Mohmed 
al-Megrahi, guilty of murder- 
ing 270 people when a PanAm 
plane blew up over Lockerbie 
in December 1988. Mr al-Me- 
grahi is expected to appeal. If 
that fails, he will be jailed for 
life in Scotland. His co-defen- 
dant was found not guilty. 


Congo’s new president, Jo- 
seph Kabila, set off on a 
mission to bring peace to his 
country. He had meetings 
with the South African and 
French presidents, America’s 
secretary of state and the uN’s 
secretary-general. 


Some 30 people were killed in 
two days of violence between 

the Tanzanian police and anti- 
government demonstrators in 

Zanzibar. 


A court in Iran found 15 se- 
cret-service agents guilty of in- 
volvement in the murder of 
four dissidents in 1998. Three 
of the agents were sentenced 
to death. 


Syria and Iraq signed a 
free-trade accord, paving the 
way for the abolition of cus- 
toms duties. Iraq signed a sim- 
ilar deal with Egypt two 
weeks ago. 


Tuning the motor 


France’s president, Jacques 
Chirac, and Germany’s 
chancellor, Gerhard Schroder, 
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met for dinner in Strasbourg 
to try to patch up differences 
in their attitudes to the future 
of the European Union that 
emerged sharply at the Un- 
ion’s summit in Nice in De- 
cember. They agreed to keep 
meeting. 





France went on strike for 
more pay and to try to stop a 
proposed rise in the official re- 
tirement age. 


Turkey was enraged at a de- 
cision by France’s president to 
sign into law a bill describing 
the massacre of Armenians in 
Turkey in 1915 as “genocide”. 
The Turkish government re- 
sponded by scrapping a deal 
for modernising Turkish air- 
craft worth $205m. 


It looked as if Russia’s presi- 
dent, Vladimir Putin, might at 
last have succeeded in ousting 
one of his most venal gover- 
nors, Yuri Nazdratenko of the 
far-eastern Maritime Territory, 
who was reported to be in 
hospital. So was Russia’s for- 
mer president, Boris Yeltsin, 
who celebrated his 7oth birth- 
day on February ist with an 
“acute viral infection”. 


Yugoslavia’s president, Vojislav 
Kostunica, said that his prede- 
cessor, Slobodan Milosevic, 
was in “self-imposed deten- 

tion” in his house in Belgrade. 


John Bruton, leader of Ire- 
land’s opposition Fine Gael 
party, resigned after losing a 
vote of confidence among his 
colleagues. 
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American slowdown 





American consumer confi- 
dence hit a four-year low after 
suffering a steep dive in Janu- 
ary, according to the Confer- 
ence Board. cpp in the fourth 
quarter of 2000 rose a measly 
1.4% at an annual rate, con- 
firming that America’s 
economy has slowed se- 
verely, but cpr for the year 
rose an impressive 5%. The Fed 
appeared to heed the bad 
news by cutting interest rates 
by half a percentage point. 


| Out of the jungle? 


Amazon, the world’s leading 
online retailer, warned that 
sales in 2001 would be lower 
than expected and announced 
that it would cut its workforce 
by 15%. However, it told inves- 
tors that it had lots of cash 
and promised profitability in 
the fourth quarter. 


Bouygues Telecom, France’s 
third-largest mobile-phone 
operator, sided with the scep- 
tics over third-generation mo- 
bile licences. It withdrew from 
a French government “beauty 
contest” just before the dead- 
line citing “unreasonable fi- 
nancial risks”. This leaves just 
two companies prepared to 
pay the FFr32.5 billion ($4.6 
billion) asking price and four 
licences to sell. 


Walt Disney, perhaps recog- 
nising a Mickey Mouse busi- 
ness when it sees one, stepped 
back from the Internet. It an- 
nounced the closure of its 
portal, Go.com, and said that 
it would take the separately 
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quoted Disney Internet Group 
back into the parent company. 
The company blamed a 
dearth of online advertising. 


Disney monitored rescue ef- 
forts by Kirch Group for 
EM.TV, a rival German Tv- 
production company. Kirch 
was reportedly ready to make 
an offer for Em.rv’s option to 
buy 25% of SLEC, owners of 
the rv rights for Formula One 
motor racing. Heavily in- 
debted em.tv already owns 


| 50% of stec. Disney has long 


coveted EM.TV’s Jim Henson 
Company, maker of the Mup- 
pet Show, and could jump in 
if things go wrong. 





Bertelsmann, a German me- 
dia group, said that it would 
introduce subscriptions by the 
summer for Napster, a free 
(for now) Internet music-shar- 


| ing service. Bertelsmann sur- 


prisingly joined forces with 
the company last year while it 
and other music firms were 
pursuing Napster through the 
courts for alleged copyright 
infringement. Bertelsmann 
also announced that it had 
appointed Joel Klein, former 
head of America’s antitrust ef- 
forts, to a top job. He may 
come in handy for convincing 
regulators that a merger be- 
tween the German firm and 
Emi should proceed. 


The European Commission 
said that it was investigating 
price fixing by the five big 
music companies—Vivendi 
Universal, Sony, EMI, AOL 
Time Warner and Bertels- 
mann-and some big retailers. 
The companies settled a simi- 
lar case in America last year. 
The big noises control 77.5% of 
music sales worldwide. 























Motorola, an American mo- 
bile-phone equipment maker, 
pulled out of a joint venture 
with Psion, a hand-held com- 
puter company, as part of 
cost-cutting measures. Despite 
being jilted Psion said it 
would continue with plans to 
develop a palm-top com- 
puter-communicator. 


Nokia, the world’s leading 
maker of mobile phones, low- 
ered its estimate of worldwide 
handset sales in 2001; it has 
cut its prediction of 550m sales 
to perhaps as low as 500m. 
The company expects slowing 
sales growth in the first quar- 
ter and blamed America’s 
cooling economy. 


Souperpower 


Campbell, the dominant 
force in America’s (wet) soup 


| market, agreed to spend $1 bil- 
| lion to acquire (dry) soup and 


sauce lines from Unilever, an 


| Anglo-Dutch consumer-goods 
| conglomerate, gaining an in- 
| stant entrée into these Euro- 


pean markets. Unilever’s di- 
vestment was a condition 
imposed by Europe’s regula- 


| tors for the company’s take- 


over of Bestfood. 


DaimlerChrysler an- 
nounced swingeing plans to 
combat losses at its American 
business. It will close six 
plants and get rid of 26,000 
employees, 20% of its work- 
force. The company will re- 
duce capacity by around 15%. 
It also said it would reconsider 
an engine-making joint ven- 


| ture with Bmw. 








Lloyds TSB, a British bank, 
made a third bid for Abbey 
National, a rival. Lloyds’ £19 
billion ($28 billion) offer was 
initially rebuffed by Abbey. 
Britain’s competition watch- 
dogs may not like it either. 


Charles Schwab, an Ameri- 
can retail stockbroker, told its 
26,000 staff that up to half of 
them would have to take un- 
paid leave for three Fridays in 
the weeks ahead to cut costs. 
A slowdown in trading caused 
profits to fall 15% in the most 
recent quarter. The company 
also announced that, jointly 
with rival rp Waterhouse, it is 
acquiring Aitken Campbell, a 
British market maker. 


ING, a Dutch bank, sold the 
American end of its invest- 
ment-banking operation, ING 
Barings, and Furman Selz, a 
brokerage, to rivals ABN 
Amro for $275m. 1NG’s plan 

| for a worldwide investment 
bank—not one that had much 
worried the “bulge bracke- 
teers”—has been abandoned. 


| Morgan Stanley Dean 
Witter, an American invest- 
ment bank, decided to jump 


In an audacious (and of 

| course costly) attempt to re- 
vitalise and renew its cor- 

| porate image, it has dropped 
| “Dean Witter” from its name. 





Nasdaq, America’s high-tech 
stock exchange, has been 
seeking a high-profile Euro- 
pean partner but seemed 
ready to settle for something 
more modest. It was said to be 
near an agreement to take a 
stake in Brussels-based Eas- 
daq, Nasdaq's rather less suc- 
cessful European equivalent. 





t 

| 

| Tiny Qatar, chosen as host of 
| this year’s ministerial meeting 
| of the World Trade Orga- 
nisation, has assured anti- 
globalisation protesters that 

| they will be welcome. 








on the rebranding bandwagon. 
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And that’s just the 
courtesy car. 


The Emirates 
experience doesn’t have 
to begin on the runway. With 
our complimentary chauffeur-drive service it can start at your doorstep. We offer the 
service to First and Business Class passengers flying to any one of a dozen destinations, 
and we'll have another car waiting for you at the other end. In between, of course, you'll 
have been offered the finest wines and cuisine and bee, encetned by You, ow? Mule, an? 
personal video system. Enjoy 
travelling Emirates. 


Door-to-door. 
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The sorrow of India 


DELHI 
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The effects of the most destructive earthquake in independent India’s history 
were made worse by human shortcomings 


6C™PHE sort of devastation you might ex- 

pect from a nuclear explosion,” was 
one rescue worker’s description of what an 
earthquake had done to parts of the western 
state of Gujarat on January 26th. The disaster 
has stunned a country already too well ac- 
quainted with natural furies. About 25,000 
people died, guesses the state’s government; 
others fear as many as 100,000 could still be 
lying under the rubble. The United Nations 
thinks that 60-80% of the 5m people living in 
Kutch, a largely barren district bordering 
Pakistan where the quake had its epicentre, 
and in the five surrounding districts, are 
“highly affected” by the quake. Estimates of 
the economic cost to one of India’s richest 
and most industrialised states are also colos- 
sal and vague: the state’s chamber of com- 
merce put property damage at 250 billion ru- 
pees (about $5.5 billion) and production 
losses at 4.5 billion rupees a day. Even on the 
more conservative estimates, the earthquake 
is independent India’s worst disaster. 

Help is coming. Teams from Britain, Rus- 
sia, Turkey and elsewhere joined the Indian 
armed forces in searching for survivors, and 
celebrated the few they were able to pull out 
of the rubble. Money, manpower and mat- 
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erial are coming from the central govern- 
ment, multilateral bodies such as the World 
Bank, dozens of foreign governments and 
NGOs and Gujarat’s prosperous business 
houses. A plane-load of medicines, blankets 
and tents arrived from Pakistan, India’s long- 
standing antagonist, which India accepted 
with as much grace as it could muster. A mil- 
itant group opposed to Indian rule in Kash- 
mir offered 100 pints of blood. Volunteers are 
bringing in cars full of food. 

The scale of the disaster has muffled, 
though not silenced, the usual criticism of of- 
ficialdom. “All officials are themselves vic- 
tims,” points out one foreign helper. It is 
“quite remarkable that so many have shown 
such fortitude.” 

Along with heroism, there is chaos. Sup- 
plies are piling up at the airport in Bhuj, the 
district capital, where there are too few lor- 
ries to transport them and too little informa- 
tion to direct them to where they are most 
needed. Relief agencies say that the hardest- 
hit towns, such as Bhuj, are getting help 
while outlying villages are being neglected. 
Four days after the event, small villages just 
ten kilometres (six miles) from Bhuj had not 
been reached, says an official of Oxfam, a 


British-based charity. Some have received 
rice but no water for cooking it. Relief lorries 
are being looted by desperate villagers. 

This is happening in part because there is 
not enough co-ordination among the agen- 
cies that have so commendably rushed to 
help. These include not only the state gov- 
ernment, which has the main responsibility 
for disaster relief, but also foreign and local 
NGOS, each with its own ideas. The director 
of one NGo based in Ahmedabad, the com- 
mercial capital, says he knows of “more than 
four co-ordinating mechanisms”. “Every- 
body is just confused right now,” says Nam- 
rata Bali, of the Self-Employed Women’s 
Association, which has sent teams to help 
200,000 members who have been affected. 

The confusion may now begin to clear as 
the United Nations’ Office for the Co-or- 
dination of Humanitarian Affairs, which 
many NGos expect to co-ordinate the work 
of non-government agencies, finishes as- 
sessing the damage. Attention is now shifting 
from rescuing people to keeping them 
healthy, providing shelter and restoring 
their shattered livelihoods. 

What happens before disaster strikes 
and long after journalists have forgotten it 
matters even more than rescue and relief. No 
one will ever know how many people were 
killed by shoddily constructed buildings al- 
lowed by lax inspectors and inadequate 
building codes, but the suspicion is that the 
number is high. Two years ago India’s ur- 
ban-development ministry published a re- 
port calling for states to upgrade building 
codes and promote the strengthening of ex- 
isting buildings. Almost all state govern- 
ments ignored it. Experts lament that neither 
the central government nor most states have 
agencies dedicated to disaster planning. The 
agriculture ministry handles disasters for the 
central government, an arrangement born of 
the view that farmers and the food supply 
are most at risk after catastrophes. 

The Gujarat calamity has prompted the 
usual introspection. The prime minister, 


@ 7-8 magnitude* 
@ 6-7 magnitude* 
| © Seriously affected town 
“seismic measuring station 





31 


ASIA 


Atal Behari Vajpayee, has said he will set upa 
national disaster agency. Legislation is in the 
works to encourage states to improve plan- 
ning and prevention. But the usual fate of 
such ideas is that they die once the emer- 
gency passes, or are ignored even if they sur- 
vive the journey from proposal to policy. 
Neglect can also halt recovery from di- 
sasters. CARE, an International NGo, had 
wanted to build 5,000-10,000 houses for vic- 
tims of a cyclone that struck the eastern state 
of Orissa in November 1999, but has money 


enough only for 1,400. Its chief in India, Tom 
Alcedo, guesses that CARE can afford to 
build only a fifth of the planned 1,000 cy- 
clone shelters, which were to double as 
schools. “Funding has all but dried up for 
Orissa,” he says. 

The same will happen with the even 
greater tragedy in Gujarat without the atten- 
tion of government, the tenacity of private 
charities and the generosity of donors. It took 
a minute to destroy Kutch. It will take years 
to rebuild it—safely. 





Indonesia 


Getting worse for Gus Dur 


JAKARTA 


A report criticising Indonesia’s president raises doubts about his future 


T HAS not been a good week for President 

Abdurrahman Wahid. On February 1st, 
parliament voted to accept a report that im- 
plicated him in two financial scandals and 
thus moved a step closer towards seeing the 
back of him. The investigators could not find 
any solid evidence of acrime. But their report 
raised enough suspicions to energise Mr Wa- 
hid’s opponents, who are hoping to impeach 
him by the middle of this year. While thou- 
sands of people demonstrated outside— 
both for and against the man they call Gus 
Dur—legislators were considering a formal 
motion censuring the president and calling 
on him to account for his actions. 

The most inflammatory language in the 
report, which looked into both an embezzle- 
ment and a shady donation from Brunei’s 
sultan, accused Mr Wahid of “misuse of au- 
thority”, “lying to the public” and “giving 
birth to a new KKN’”—Indonesian short- 
hand, originally used by the protesters who 
toppled ex-President Suharto, for corrup- 
tion, collusion and nepotism. Those would 
be strong words anywhere, but they are es- 
pecially damning for a man who vowed on 
taking office 15 months ago to end the ways 
of the Suharto era. 

The investigators clearly did not believe 
Mr Wahid’s sketchy version of events. He 
claims that his own involvement in the two 
scandals was limited to his efforts to channel 
aid to Indonesia’s troubled provinces. Mr 
Wahid has already admitted that, over a year 
ago, he approached the deputy head of Bu- 
log—the national food agency—and asked 
him to provide funds for Aceh, a war-torn 
province with a strong secessionist move- 
ment. But the president claims he aban- 
doned this effort when told that it would re- 
quire a presidential decree. Instead of issuing 
one, Mr Wahid says, he turned to the less 
meticulous sultan of Brunei, from whom he 
admits accepting a $2m donation. 

Mr Wahid thus claims that he knew 
nothing about Bulog’s illegal disbursement 
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of 35 billion rupiah ($3.7m) early last year, toa 
group of dodgy characters led by his per- 
sonal masseur. The masseur, a man named 
Suwondo, approached Bulog’s deputy head 
after the official’s meeting with Mr Wahid, 
and claimed to be acting on the president’s 
behalf. After questioning those involved in 
the Bulog scheme, the parliamentary inves- 
tigators found it hard to believe that Mr Wa- 
hid was ignorant of the whole affair. 

Since there are no expensive hospitals 
springing up in Aceh, the commission also 
tried to trace the money given by the Sultan 
of Brunei. It found some discrepancies in Mr 
Wahid’s story—he listed a few other prov- 
inces that received funds, while the man 
whodisbursed the money for him gave a dif- 
ferent list. But, again, the commission found 
no hard evidence that Mr Wahid had lied or 
misused the money. Without forcing him to 
account for the funds, it will be hard to es- 
tablish any guilt. 

As The Economist went to press, the par- 
liament was debating ways to make Mr Wa- 


hid account for himself. A majority of legis- 
lators appeared to favour a censure motion, 
which would act as a formal warning. Under 
the constitution, the president can be re- 
moved only by the People’s Consultative 
Assembly (mMpr), which combines parlia- 
ment with regional representatives. A cen- 
sure would give Mr Wahid three months to 
explain himself. If, after a second warning 
and a final month to respond to it, parlia- 
ment still did not like his answers, it could 
then call a special mer session to unseat him. 

But in Indonesia’s fluid new democracy, 
itis hard to make any firm predictions about 
the outcome. Parliament was also consider- 
ing this week whether to hand the investiga- 
tion to the courts, in an effort to draw more 
facts out. Some were even arguing for imme- 
diate impeachment. And regardless of par- 
liament, street demonstrations prompted by 
the report could yet force Mr Wahid to step 
down anyway. 

Though impeachment is by no means a 
foregone conclusion, Mr Wahid is fast losing 
ground on both the legal and the political 
fronts. He has tried to discredit the legality of 
parliament's inquiry, largely by concentrat- 
ing on minor technical issues. But, apart 
from his own faction, which has just 10% of 
the seats, parliament has simply brushed his 
complaints aside. 

Politically, moreover, Mr Wahid contin- 
ues to make matters worse for himself. He 
has behaved wilfully and erratically, and 
shows no hint of getting a grip on the coun- 
try’s problems. At one point this week, he 
even threatened to disband parliament: that 
nobody took him seriously is soothing, but 
hardly encouraging. 

About the only thing propping Mr Wa- 
hid up at the moment is the lukewarm sup- 
port of his vice-president, Megawati Sukar- 
noputri. She controls the biggest faction in 
parliament, but many in it are demanding 
Mr Wahid’s removal. So it may not be long 
before even she turns a cold shoulder. 
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We they ever learn to get along? Ma- 
laysia and Singapore, which sepa- 
rated from each other 36 years ago, con- 
tinue to spar over everything from the 
water that Malaysia sells its neighbour to 
customs posts and air space. On February 
7th, Malaysia’s deputy prime minister, 
Abdullah Badawi, is due to kick offa three- 
day visit to Singapore, in a continuing effort 
to patch up their differences. But the strait 
that divides them seemed to grow wider 
this week, when a fresh row broke out over 
race relations. 

Malaysian officials, dutifully backed 
up by the local press, have been venting 
their indignation after some comments 
that Singapore’s prime minister, Goh Chok 
Tong, made recently toa group of Singapor- 
ean Malays. Although ethnic Malays ac- 
count for some 55% of Malaysia’s popula- 
tion, they are only a 10% minority in 
Singapore, which is predominantly ethnic- 
Chinese. Many Singaporean Malays resent 
the Chinese dominance, but Mr Goh sug- 
gested thatin several ways they were better 
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off than Malays across the strait. 

He pointed out, for example, that a 
quarter of Singapore’s Malay workers boast 
an upper-secondary education or better, 
compared with only 14% of Malaysian Ma- 
lays. This, in turn, is responsible for a higher 
proportion of workers in highly-skilled 
jobs. In 1998, some 23% of Singaporean Ma- 
lays held administrative or professional 
posts, compared with 16% of Malaysian 


Malays, according to Mr Goh. 

These are awkward facts for Malaysia’s 
government, which holds official prefer- 
ment for its Malay majority of bumiputras, 
sons of the soil, as sacrosanct: they are 
given preferential access to university 
places, and guaranteed 30% ownership of 
local companies. To what effect? Though 
Malaysia’s economy has grown impres- 
sively over the past few decades—thanks 
to free trade and a competent bureauc- 
racy—Singapore’s smaller meritocracy has 
grown much more rapidly, leaving every- 
one there better off. 

Malaysia’s foreign minister, Syed Ha- 
mid Albar, retorted this week that Mr 
Goh’s remarks were “full of innuendoes 
questioning the effectiveness of the Malay- 
sian government”. Many Malays in Malay- 
sia, however, are asking similar questions. 
If the Malaysian government's preferment 
policies lead to waste and corruption in- 
stead of higher growth, they say, would it 
not be better to scrap them? Perhaps Mr 
Abdullah, who is next in line to lead Ma- 
laysia when Mahathir Mohamad steps 
down, should take a good look around 
during his visit to Singapore next week. 








Myanmar 
Signs of a 


thaw? 


HAT is going on in Myanmar? Euro- 

pean diplomats ventured into the 
capital Yangon, formerly Rangoon, this 
week to discuss the junta’s recent charm of- 
fensive, and came away little the wiser, 
though there are plenty of encouraging signs. 
On January 26th it was revealed that the 
government had freed over 80 political pris- 
oners. One of them was Tin Oo, the vice- 
chairman of the National League for De- 
mocracy, which won an election in 1990 that 
the generals have never honoured. The pris- 
oner release followed an announcement by 
the un that Aung San Suu Kyi, who heads the 
NLD and has been consistently demonised 
by the government, had been meeting some 
of the junta’s top generals. 

Both of these gestures are extraordinary. 
The generals have been rounding up NLD 
members relentlessly over the past couple of 
years, in an effort to eradicate any remnants 
of an opposition. They have been even more 
dogged in their efforts to discredit Miss Suu 
Kyi, who won the Nobel peace prize for op- 
posing them and who remains the rallying 
point for the regime’s detractors around the 
world. Last August the government block- 
aded a road for days to prevent her from vis- 
iting supporters outside the city. Since then 
she has been under virtual house arrest. 
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So why have the generals suddenly re- 
laxed their grip? The most likely answer is 
that they think they can afford to, not that 
they have to. Though western countries 
maintain sanctions against the regime, it is 
hard to believe that it is now buckling. Most 
Asian countries are still happy to do busi- 
ness with Myanmar, and China especially is 
doing roaring cross-border trade. 

Nor should one read too much into re- 
ports of a split between reformers and hard- 
liners. Trade restrictions and multi-tiered ex- 
change rates do indeed distort some parts of 
the economy grotesquely. And Khin Nyunt, 
one of the junta’s top generals, does appear 
tosupport making some changes. But there is 
not much chance of anything dramatic hap- 
pening. “The thing that they all agree about is 
that any economic reform would cause 
chaos in the country,” says one western 
businessman who pops in and out from 
Thailand. And although the government's 
growth figures are overblown, the economy 
is nevertheless slightly expanding, rather 
than contracting. 

Moreover, even the “reformers” within 
the junta have little interest in loosening up 
politically. They do not think they need todo 
so to improve the economy, and they cer- 
tainly do not feel vulnerable politically. The 
military regime, says a recent report by the 
International Crisis Group, a think-tank, is 
“as strong as at any time in the country’s his- 
tory”. The army has roughly doubled in size 
since 1988, when it bloodily suppressed a 
wave of protest and installed itselfin power. 

Unfortunately for Myanmar’s demo- 


crats, the generals appear to be so well en- 
trenched that they can now afford to work 
on their public relations. There is no harm in 
releasing opponents if the opposition is no 
longer a threat. And if Miss Suu Kyi is becom- 
ing irrelevant, there is no harm in meeting 
her to discuss the terms of surrender. 

= 





Australia 


To arms 


SYDNEY 


Fe many years, Australia’s defence plan- 
ners had to battle to justify their existence. 
Australian troops have not been involved in 
a war since Vietnam’s 30 years ago, and de- 
fence chiefs were hard pressed to identify 
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ASIA 


any threat to Australia’s security that might 
call for their deployment again. But with the 
upheavals in Indonesia and East Timor on 
Australia’s northern doorstep, all that has 
changed. This year, Australia is embarking 
on a big upgrade of its defence forces that 
will cost an extra A$23.5 billion ($12.8 billion) 
over the next decade. 

The boost follows a defence review pre- 
pared by the conservative coalition govern- 
ment of John Howard. The review was 
prompted by the turbulence across Austra- 
lia’s once calm northern approaches in the 
Timor Sea and the South Pacific. Since East 
Timor exploded into bloodshed after its vote 
for independence in 1999, there have been 
conflicts in the Solomon Islands, Fiji and the 
Indonesian provinces of Irian Jaya, Aceh 
and Ambon. Paul Dibb, a Canberra-based 
defence analyst, and author of an earlier 
government paper on defence, speaks of an 
“are of instability”. The latest review puts it 
bluntly: “Australia cannot be secure in an in- 
secure region.” 

Not so long ago, such talk was consid- 
ered alarmist. Australia’s regional defence 
strategy was linked firmly to ANzUs, its mili- 
tary treaty with the United States and New 
Zealand, forged 50 years ago. After the cold 
war, with no immediate danger in sight, 
Australia’s armed forces felt the pinch of 
government parsimony. Recruitment to the 
armed forces last year fell short of its target 
by 25%, while 13% of those already in uniform 


left. The results of a decade of 
rundown became apparent 
in 1999 when Australia was 
called upon to lead an inter- 
national peacekeeping force 
in East Timor. 

Although the 5,000 Aus- 
tralian soldiers deployed to 
East Timor did a commend- 
able job, the exercise 
stretched Australia to the 
limit; some of the troops had 
to be ferried from Darwin 
across the Timor Sea in a 
hired ship. If another nearby 
conflict had called for a 
simultaneous intervention, Australia would 
probably not have been able to respond. 

Yet East Timor seems to have emerged as 
a model for the sort of go-it-alone role Aus- 
tralia may have to play in and around the Pa- 
cific in future, without the benefit of Ameri- 
can involvement. Colin Powell, the United 
States’ new secretary of state, told a Senate 
hearing in Washington recently: 

In the Pacific we are very, very pleased that Austra- 
lia..has displayed a keen interest in what’s been 
happening in Indonesia. And so we will co-ordi- 
nate our policies, but let our ally, Australia, take the 
lead as they have done so well in that troubled 
country. 


His remarks may have boosted egos in 
Canberra, though they did little to help Aus- 
tralia repair its relations with Indonesia, still 





Australia’s leading role 


ruptured since the East Ti- 
mor imbroglio. But that in- 
tervention and subsequent 
events in Indonesia also 
taught Australia’s defence 
planners a big lesson. The 
defence review calls for a re- 
structuring of the country’s 
forces, so that it is capable of 
mounting more than one 
offshore operation simulta- 
neously, if necessary. 

The army will expand 
from four to six the number 
of infantry battalions ready 
for rapid deployment. There 
will be more ships and aircraft laid on to 
move them. Australia’s air-defence system, 
based on 71 F/A-18 combat aircraft, will be 
upgraded and expanded. The aim is to in- 
crease the number of people in the defence 
force from 51,500 to 54,000, and defence 
spending from A$12.2 billion a year to A$16 
billion a year, by 2010. 

If the economy continues to grow over 
the next decade as fast as over the past two, 
this would keep defence spending at 1.9% of 
Gpp, very much as now. Some people think 
that that is plenty: the archipelagos and is- 
land states to the north are unstable, but no 
one is going to invade Australia. Yet Indone- 
sia is close, and some critics believe Australia 
should be spending more. 
= 








LAMPANG 


HE elephants of Thailand used never 

to be short of work hauling timber. But 
most of the country’s forests have been cut 
down, and logging is now banned to save 
the few thatare left. The number of domes- 
ticated elephants left in the country is now 
only 2,500 or so, down from about 100,000 a 
century ago. Though being the national an- 
imal of Thailand earns an elephant plenty 
of respect, that does not put grass on the ta- 
ble. Thai elephants these days take 
tourists on treks or perform in cir- 
cuses, and are sometimes to be 
seen begging for bananas on the 
streets of Bangkok. 

Some of the 46 elephants liv- 
ing at the Thai Elephant Con- 
servation Centre, a former gov- 
ernment logging camp near 
Lampang, have found a new life in 
music. The Thai Elephant Orches- 
tra is the creation of two Ameri- 
cans, Richard Lair, who has 
worked with Asian elephants for 
23 years, and David Soldier, a mu- 
sician and neuroscientist with a 
taste for the avant-garde. They 





Thailand’s elephant music 


provided six of the centre’s elephants, aged 
seven to 18, with a variety of percussion 
and wind instruments. Those familiar 
with Thai instruments will recognise the 
slit drums, the gong, the bow bass, the xylo- 
phone-like renats, as well as the thunder- 
sheet. The only difference is that the ele- 
phant versions are a bit sturdier. 

The elephants are given a cue to start 
and then they improvise. They clearly have 


a strong sense of rhythm. They flap their 
ears to the beat, swish their tails and gener- 
ally rock back and forth. Some add to the 
melody with their own trumpeting. Ele- 
phant mood-music could have a commer- 
cial future, Mr Soldier believes. He haseven 
produced a cp on the Mulatta label—it is 
available at www.mulatta.org—with 13 ele- 
phant tracks. It is real elephant music, he 
says, with only the human noises removed 
by sound engineers. But is it music? Bob 
Halliday, music critic of the Bangkok Post, 
says it is. He commends the elephants for 
being “so communicative”. Anyone not 








Beats begging 


knowing that it was elephant mu- 
sic, he says, would assume that 
humans were playing. 

Some of the elephants in the 
band have also tried their hand at 
painting, tending to favour the ab- 
stract over the representational 
style. Their broad-stroke acrylic 
paintings last year helped raise 
some $25,000 at a charity auction 
at Christie’s in New York, and a 
London gallery has also taken 
some of their work. These art sales, 
together with profits from the cp, 
are helping to keep the centre go- 
ing. A second cp is on the way. It 
will be less classical, more pop. 








34 


THE ECONOMIST FEBRUARY 3RD 2001 





UNITED STATES 


Compassionate conservatism 


takes a bow 


WASHINGTON, DC 


President Bush’s attempt to put “compassionate conservatism” into practice is 
neither as disruptive as its proponents fear, nor as dramatic as its supporters 


believe 


HE wake-up call, John Dilulio 
says, happened in Boston in 
1992. For years, the Rev Eugene Riv- 
ers, a high-octane Pentecostalist 
minister, had been struggling to 
help inner-city children do battle 
with drugs, jail, violence and eter- 
nal damnation, without much offi- 
cial help. That year, gang members 
burst into the funeral service of a 
young victim of a drive-by shoot- 
ing and knifed a boy in full view of 
the mourners. Shocked, Boston’s 
politicians and police took notice 
and began to help. “With the 
churches, we can turn our neigh- 
.bourhoods around,” concluded 
one police officer. “Without them, 
wecan't.” 

That sentiment has now been 
adopted by the Bush administra- 
tion, and Mr Dilulio has been putin 
charge of a new Office of Faith- 
Based and Community Initiatives 
(ugh) to turn it into policy. He has 
three aims. To increase charitable 
donations, of time and money, 
through tax breaks; to make it easier 
for religious charities to apply for 
tax dollars; and to promote the sort 
of public-private partnership seen 
in inner-city Boston. 

Tots proponents, this is noth- 
ing less than a new way to help the poor. 
Churches, synagogues, mosques and tem- 

_ ples, supporters think, are better at deliver- 
ing social services because, unlike public 
agencies, they are prepared to insist that re- 
cipients change their behaviour, which is the 
best way of getting out of poverty. 

Beyond that, Mr Dilulio quotes the work 
of Lester Salamon, a professor at Johns Hop- 
kins University, who argues that non-gov- 
ernment bodies—-savings associations, 
sports clubs, churches—are not, as conserva- 
tives often argue, engaged in a zero-sum 
game with the government, advancing as it 
retreats, getting crowded out as it advances. 
Rather, he says, they depend ona network of 
contacts with government and business to 
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survive. Hence, Mr Dilulio thinks his search 
for partnerships with religious charities will 
have social effects far beyond the poor. 

Opponents of the idea focus on a differ- 
ent aspect: it is, they think, an affront to the 
religious liberties enshrined in the constitu- 
tion. Americans United for the Separation of 
Church and State, a lobby group, maintains 
that “the very existence of a federal office 
whose sole purpose is to give tax dollars to 
religious groups is in irreparable conflict 
with the first amendment.” 

Not only secular groups think this. Rich- 
ard Foltin, of the American Jewish Commit- 
tee, thinks the government cannot both in- 
crease its entanglement with religious groups 
and ensure it protects individuals from un- 





due religious influence and the institutions 
from undue influence by the state. Jim Wal- 
lis, the president of a network of faith-based 
charities, doubts there will be a problem 
with the recipients of church aid (they can 
always leave the programme), but finds an- 
other glitch. If a Muslim group gets a federal 
contract, may it insist that any new people it 
hires to help with that contract are them- 
selves Muslim? “Faith-based” supporters 
say yes. The constitution says no. 

George Bush’s proposals will 
probably pass constitutional mus- 
ter because the first amendment 
draws a fuzzy line between church 
and state. But while those argu- 
ments continue, closer inspection 
shows the basic idea to be, despite 
the sound and fury, modest and in- 
triguing rather than radical. 

To begin with, it is not brand- 
new. Religious groups have distri- 
buted taxpayer-financed social 
services for decades. America’s 
largest charity is Catholic Charities, 
usa. In 1999, two-thirds of its $2.3 
billion budget came from the gov- 
emment. The difference is that 
Catholic Charities, though set up 
by the church, is formally separate. 
Mr Bush is proposing to give money 
directly to churches, so he is cross- 
ing a line. But the practical distinc- 
tion is unclear. In hospitals run by 
Catholic Charities, priests and 
nuns help out; there are crucifixes 
on the walls (patients could in the- 
ory have them removed, but noone 
bothers). Moreover, churches, 


congregations) get some federal 
money already, from the welfare 
reform bill of 1996. The new initia- 
tive would merely extend that, en- 
abling them to bid for all govern- 
ment social contracts, not just welfare ones. 
But the bigger reason why the new pro- 
posal is likely to prove modest is that it is 
based on a number of assumptions, and not 
all are true. For example: 
¢ There is a huge amount of social ac- 
tivity by churches just waiting to be 
organised properly. There is indeed a lot 
of activity. America has 300,000 congrega- 
tions. A study of 113 of them by Ram Cnaan, a 
professor at the University of Pennsylvania, 
found that 91% offered some sort of social 
service, and most offered five or more. The 
total number of volunteer-hours was 148 
hours per programme per month, and Mr 
Cnaan reckoned each congregation gave the 
equivalent of $140,000 a year. But demand is 
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greater. Tobi Jennifer Printz, of the Centre on 
Nonprofits and Philanthropy, found that 
40% of congregations in Washington, pc, 
turn away requests for help. Only 3% of con- 
gregations get any government funding. If 
they could get more, presumably, there 
would be an outpouring of help. 

Or would there? Research by Mark 
Chaves of the University of Arizona raises 
doubts. He found that fewer than 10% of con- 
gregations had programmes for the persis- 
tent problems of poverty: drug abuse, poor 
health care, domestic violence and lack of 
work training. These efforts were concen- 
trated in the biggest churches. Only half the 
churches with congregations of fewer than 
150 had social programmes, compared with 
86% among those with 500 people or more. 

There are two ways of reading these find- 

ings. One is to say that smaller churches 
could be doing more. The other is that small 
congregations are only ever likely todo what 
they are doing now: running soup kitchens 
and giving away old clothes. The hard social 
work can be done only by big congrega- 
tions—-and they are already doing a lot. 
* Religious organisations are better at 
social work because they have a dis- 
tinctive approach: personal, intensive, 
focused on lasting solutions. This has 
anecdotal support. The Prison Fellowship 
programme in Texas has a recidivism rate 
under 5%, compared with a national average 
of around 50%. But only 80 prisoners have 
gone through the programme. Among drug- 
rehabilitation programmes, there is evi- 
dence that the most successful are those 
with the highest component of religious 
teaching. Marvin Olasky, an adviser to Mr 
Bush in Texas, thinks that many potential 
volunteers are driven to social work by their 
religious faith, but are put off by the secular 
character of many institutions. He says Mr 
Bush’s encouragement of religious charities 
will stimulate “supply-side compassion”. 

Again, that is possible, but the current 
evidence suggests, perhaps surprisingly, that 
this approach is the exception. Mr Chaves’s 
research finds that the majority of congrega- 
tions are engaged in short-term emergency 
programmes, such as soup kitchens, not the 
sort of long-term personal efforts they are es- 
pecially praised for. 

e The new initiative is primarily a bot- 
tom-up process driven by congrega- 
tions. The little evidence available suggests 
this is entirely wrong. Mississippi tried a sim- 
ilar programme at state level, and had to 
scrap it because so few congregations got in- 
volved. Indiana hired consultants to go out 
and look for congregations and help them 
fill in the forms. This produced eight con- 
tracts. The moral is not that congregations are 
not interested in getting federal dollars for 
social work. But the process is far harder 
than it looks; and Mr Dilulio’s progress is 
likely to be measured in inches, not miles. 
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The widening gap 


WASHINGTON, DC 


N ABSOLUTE terms, those with most to 

lose if the economy slides into recession 
are the rich, especially those people who 
have grown rich beyond their dreams as 
the value of their shares has soared with 
the stockmarkets. But those with least to 
lose are, in the end, likely to be the hardest 
hit. People on the margins of the labour 
market are often the first to lose their jobs 
when firms cut back; and those looking 
for work discover that low-skilled jobs 
become even less well-paid when unem- 
ployment starts to rise. 

As yet, the gloomy talk of recession is 
not reflected in the unemployment fig- 
ures, which have been flat—at around 
4%—for more than a year now, The num- 
ber of part-time workers has also contin- 
ued to fall, reinforcing the picture of a tight 
labour market. But average weekly earn- 
ings are now rising more slowly than 
prices, which could be interpreted as the 
first sign of a weakening jobs market. And 
the overall figures conceal some large dif- 
ferences among specific groups of work- 
ers and would-be workers. The overall 
unemployment rate for young men aged 
18-25 with nothing but a high-school di- 
ploma was 11.1% in the third quarter of last 
year. For young blacks with similarly poor 
qualifications, it was 22.7%. 

During most of the 1980s, the gap be- 
tween rich and poor and, more impor- 
tant, between middle-income earners 
and the working poor widened, both in 
good economic years and bad. This was 
largely the result of a big drop in the real 
value of the federal minimum wage. Since 
1993, however, there has been a marked 
narrowing of the gap for both men and 
women (see top chart). This improvement 
has taken place against a background of 
rapid economic growth and accelerating 
productivity growth: the tight labour 
market has helped low-paid workers 
more than productivity improvements 












































might have been expected to hinder them. 

Conventional wisdom has tended to 
assume that growth in productivity, espe- 
cially that resulting from technological 
progress, would lower the demand for 
low-skilled workers and make it harder 
for them to get work. But new research 
from Lawrence Mishel and Jared Bern- 
stein, of the Washington-based Economic 
Policy Institute, casts doubt on that link. 
They point out that the period which saw 
the greatest growth in inequality—the 
1979-89 business cycle—had no better 
productivity growth than the 1970s; 
whereas the pick-up in productivity 
growth after 1995 has not been accompa- 
nied by an overall growth in wage in- 
equality. They reckon technology has not, 
so far, worked against the less-educated 
or lower-skilled workers of the new econ- 
omy. Compared with middle-income 
earners, the poor have got no poorer. 

But the rich have certainly got a lot 
richer. The gap between the two extremes 
and, more significantly, between high- | 
wage eamers and those in the middle has 
grown sharply (and has been doing so 
ever since 1973—see bottom chart). If the 
technological revolution has had any im- | 
pact on income distribution in America, it 
is in the way it seems to have widened the 
gap between the middle and the top. 

The trend of the past few years may 
not be much comfort to those at the bot- 
tom, if recession comes. One other change 
over the past 20 years has been the weak- 
ening of the welfare safety net. The eligi- 
bility criteria for unemployment insur- 
ance have been tightened, and state-level 
welfare help is no longer an automatic en- 
titlement. In theory, states can run out of 
money for such things as child-care help 
for low-paid workers, or can decide to cap 
such spending. And President Bush’s 
faith-based plans.are unlikely to plug the 
gap in a full-blown recession. 
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California’s power crisis 


Sleepless nights 


LOS ANGELES 


OX THE principle that, having made its 

bed, it should sleep in it, the govern- 
ment of California is preparing to clamber 
into the rumpled mess of the state’s electric- 
ity business. Governor Gray Davis and the 
state’s legislators are working out a plan for 
the state to buy and sell electricity, inserting 
its financial solidity as a buffer between the 
firms that produce power and the utilities 
that buy it to distribute to retail customers. 

The state’s two main utilities, Southern 
California Edison and Pacific Gas & Electric, 
have taken a battering. A semi-deregulation 
of the industry in 1996 severed the genera- 
tion of electricity from its sale to consumers, 
and both sce and pGae sold many of 
their power stations. But many regu- 
lations still applied to the industry. In 
the wholesale market, prices were al- 
lowed to fluctuate. The retail prices 
that utilities charge their customers, 
on the other hand, were not allowed 
torise above a certain level. Result: di- 
saster. 

The debts the utilities ran up— 
getting on for $12.7 billion—pushed 
them towards bankruptcy, as credit 
agencies downgraded their ratings. 

-The political pressure mounted 
when, unable to borrow money to 
buy extra power to put into the sys- 
tem to meet demand, pGa&e, which 
serves northern California, had to cut 
power to blocks of its customers in 
turn on January 17th and 18th. Ever 
since then the state has remained ina 
“stage-three emergency”, which 
means that it is close to exhausting its 
supply. Mr Davis and the state legislature are 
now trying to devise a plan to keep the lights 
on, save the utilities from going bust—and 
yet, if possible, avoid charging most Califor- 
nians, who suspect a plot rather than a 
shortage, any more for their power. 

The plan taking shape, as debated in 
mid-week, has several likely elements. First, 
the state, which has excellent credit, would 
strike deals with power suppliers to buy 
electricity over a long period of time, funding 
the purchase with a $10 billion bond issue. It 
would then sell this power to the utilities, or 
even directly to consumers. The governor’s 
office is due to announce its response early in 
February to39 bids for deals of this sort that it 
has received from power suppliers. 

Second, the state might raise electricity 
rates for customers who use more than a 
designated amount of power; a rate increase 
that the governor allowed for 90 days has al- 
ready been extended. Third, it would estab- 
lish a state power authority to build or buy 
power stations and transmission equip- 
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A shoplifter’s dream 


ment. Fourth, the state, in return for its aid, 
would get warrants to buy the utilities’ equ- 
ity, meaning a profit if their share prices rise. 

This lastidea, which Mr Davis compared 
to the stock options that once powered Sili- 
con Valley, worries consumer-rights groups, 
in which California abounds. They see a 
conflict of interest in letting the state profit 
from a rise in the share price of utilities, 
which it can influence by allowing, for ex- 
ample, large rate increases. 

While the legislators haggled, sympathy 
for the utilities, already in scant supply, took 
a further dip with the publication of results 
of an audit of the two utilities’ books de- 
manded by the state. Thanks to one of the 
many rules imposed by the deregulation 
process, sce was able to keep its losses on re- 
selling power bought on the wholesale mar- 
ket separate from the profits it was making 
selling power from some of its remaining 





power stations, which went back to its par- 
ent company, and so ultimately to share- 
holders. Had the profits been set against the 
losses on bought-in power, these would 
have been wiped outentirely. 

Squaring the financial arrangements 
will remove the threat of black-outs in the 
immediate future, and save the utilities from 
utter collapse. But Californian politicians 
cannot yet sleep easy. Demand for power in 
the summer can be 30% higher than at this 
time of the year. Several new power plants, 
including the first to open in the San Fran- 
cisco Bay area since 1972, will start producing 
electricity this summer, adding about 1,720 
megawatts of capacity, but this will still leave 
California desperately short of power sup- 
plies in June and July. Four times this much 
power is due to be added by late 2002, but 
until things come into balance at that point 
California will be trying to buy much of its 
power from its neighbours—who are feeling 
increasingly unhappy. 
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Cuban spies 


Stingless Wasps 


MIAMI 


HE efforts of governments in Washing- 

ton to undermine the Cuban revolution, 
including the c1a’s famous exploding cigars, 
are known to everyone. But what has Cuba 
been up toall this time? For years, Cuban ex- 
iles in Miami have warned the American au- 
thorities that the city was a nest of spies 
working for the Castro regime. But there was 
never much hard information to go on. 
Then, a little over two years ago, federal 
agents in Miami rounded up an alleged Cu- 
ban spy ring accused of trying to infiltrate 
several military bases in Florida, including 
the Pentagon’s Southern Command head- 
quarters, which deals with Latin America. 

Since December, the spies have been on 
trial. At first, the evidence produced—tapes, 
computer discs—suggested an amateur out- 
fit. Not so. Subsequent evidence seems toim- 
plicate the five men in a sophisticated spy 
operation, codenamed the Wasp Network, 
dating back almost a decade. Its job was to 
procure defence secrets and sow discord 
among the Miami exiles. The most serious 
allegation so far links the group to the 1996 
shooting-down of two small aircraft belong- 
ing to Brothers to the Rescue, a Cuban exile 
group, in which four people died. 

Communications between Cuba and its 
agents were deciphered only after the FBI 
broke Havana’s secret codes. Witnesses in 
the trial have described telephone taps 
which recorded conversations in high- 
speed morse-code, and micro-dots embed- 
ded with messages. The five men posed as 
working-class exiles, and used false papers; 
two of them took names from the death cer- 
tificates of babies who died in California in 
the 1960s. With these stolen identities, they 
obtained anything from driving licences to 
Social Security cards. 

Lawyers for the five have conceded that 
their clients were working for Havana’s Di- 
rectorate of Intelligence. But they have 
mounted an ingenious defence, attempting 
to show that the five failed so miserably in 
the tasks assigned by Havana that they 
posed no real threat to America’s national 
security. This has produced some entertain- 
ing moments in court. 

One alleged conspirator, Joseph Santos, 
alias “Mario”, spent two days on the stand 
describing for the jury his spy training in 
Cuba and his clandestine surveillance of Mi- 
ami’s Southern Command. But under cross- 
examination he admitted that he never ob- 
tained any classified stuff. His coded reports 
back to Havana consisted instead of a pain- 
fully detailed description of the street loca- 
tion of Southern Command, with a list of 
neighbouring bus routes. “Results of the 
penetration are nil,” his handler wrote back 
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sake 


We develop innovative pharmaceuticals for diabetes treatment. 


So that even people with diabetes can forget th 


Is there anything nicer than being able to forget the time? This proves difficult if you 
suffer from diabetes — a disease that is on the increase. At Aventis, one of the world’s leading pharma- 
ceutical companies, we offer drugs for people with diabetes to help enable them to control their disease. 
Moreover, our scientists are utilizing their in-depth know-how and the latest technologies to step up the 
fight against diabetes for the 142 million people with diabetes worldwide. Our goal is to make life with 


diabetes easier each and every day. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www. aventis.com 








me, from time to time. 
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Spies’ stuff 


to the spy-masters in Havana. 

Mr Santos, a former university teacher, 
was assisted in espionage by his wife, but 
they did not greatly enjoy their illegal work. 
On pay from Havana of only $400 a month, 
they struggled to cover their bills. Since Mr 
Santos had to take two legitimate jobs to 
makeends meet, he had little time for snoop- 
ing. One of the accused managed to combine 
both legitimate work and spying, obtaining 
a job as a caretaker at the Boca Chica naval 
station in Key West. But his lowly position at 
the base gave him little access to secret in- 
formation. His handler wrote that “cultivat- 
ing and strengthening his friendship with 
persons with intelligence possibilities with- 
in the objective has not been good.” Another 
defendant spent months providing detailed, 





but utterly useless, reports on 
daily flights in and out of an air- 
force base at Tampa. 

The Cuban government 
hoped to detect any unusual 
military activity that might indi- 
cate a planned American inva- 
sion. This, the defence argues, 
was legitimate work. Through- 
out the 1990s Cuban exiles 
boasted of paramilitary raids 
into Cuba, culminating ina series 
of hotel bombings in Havana in 
1997. But the alleged spies spent 
just as much time—and had a lot 
more success—penetrating exile 
groups in Miami. 

One of the accused, Rene 
Gonzalez, befriended some exile 
leaders. He was also an active 
member of Brothers to the Rescue and the 
Democracy Movement, two of the most 
prominent exile organisations. According to 
court documents, he and another member 
of the ring were warned not to fly with the 
Brothers around the time when those two 
aircraft were shot down, suggesting that the 
attack on them was planned well in advance. 

Although many people dismiss the 
Wasp Network as little more than a hapless 
bunch of revolutionary stooges, their aims 
in Miami are nonetheless revealing. “What 
this shows is that Havana has no interest in 
building bridges with the exile community,” 
says Damian Fernandez, of Florida Interna- 
tional University. “This is straight out of the 
cold-war doctrine of divide and conquer.” 
= 








Good blood 


COLUMBIA, SOUTH CAROLINA 


N JANUARY 23rd Strom Thurmond 

of South Carolina, at 98 the Senate’s 
oldest and longest-serving member, an- 
nounced that he would nominate his 28- 
year-old son Strom Thurmond junior to 
be South Carolina’s top federal prosecu- 
tor. The elder Thurmond declared his 
blond progeny, who is currently an assis- 
tant prosecutor in the state, to be 
“uniquely qualified”. You don’t say. 

Mr Thurmond fils has 
been out of law school less 
than three years, and has lit- 
tle civil or criminal law ex- 
perience. He would be the 
youngest of the country’s 93 
federal attorneys. The aver- 
age age of these attorneys is 
50, and their average span of 
legal experience 22 years. 
Young Strom has barely been 
alive that long. 

The betting, however, is 


Junior 








that Thurmond père will have his way. 
The nomination has to go to the Senate Ju- 
diciary Committee; as it happens, he is a 
senior member of that committee. Fellow 
senators rarely turn down candidates 
pushed by one of their colleagues. Besides, 
most Democrats in the state, including the 
state’s junior senator, Ernest “Fritz” Hol- 
lings, say they will back the nominee. Ju- 
nior, they say, is a bright young man who 
will doa good job. 

Anyway, Ol’ Strom is an 
institution, and has done fa- 
vours for hundreds of thou- 
sands of South Carolinians 
over the past 75 years. The 
state may well like to keep 
the name in lights. And no 
one is better placed than 
young Strom, if he gets this 
job, to slide into his father’s 
Senate seat when (if?) dad re- 
tires, a century old, in 2002. 
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Prescription drugs 


No panacea 


WASHINGTON, DC 


FTHERE were one subject you might think 

would foster a little bipartisan co-opera- 
tion, it would be how to provide cheaper 
prescription drugs to America’s 4om elderly 
and disabled people. During the election, a 
constituency that votes prolifically and 
complains vociferously was promised “re- 
form” by both the Republicans and the 
Democrats. It may now be disappointed. 

The cost of prescription drugs has been 
rising by 15% a year. Medicare, America’s 
public-health system for old people, does 
not cover out-of-hospital prescriptions, and 
the average older person has about $1,000- 
worth a year. Around a third of Medicare 
members have no private insurance, and 
coverage for the rest tends to be spotty. In all, 
something like half the medicine costs of the 
people on Medicare come directly out of 
their pockets—and, as any politician who 
has visited a Florida nursing home can tell 
you, this matters. 

Doing anything about it, though, is hard. 
There are fundamental disagreements be- 
tween the parties on how the benefit should 
be arranged, whom it should cover, whether 
it should be administered by the govern- 
ment or private insurers, and how much it 
should cost. By most estimates, Medicare, , 
which costs $220 billion a year, is already 
overburdened, and, with the country rap- 
idly ageing, the number of people in the pro- 
gramme will double by 2030. 

Recent history is not auspicious. A bi- 
partisan Medicare commission headed by 
John Breaux, a Democratic senator, and 
Representative Bill Thomas, who now chairs 
the committee overseeing Medicare, reached 
deadlock in 1999. In the same year two Dem- 
ocrats, Senator Ted Kennedy and Pete Stark, a 
California congressman, started piloting a 
bill through Congress that would enable 
Medicare to provide prescription drugs as it 
does other services. The patients would 
make a small payment with each prescrip- 
tion; most of the cost would be borne by the 
taxpayer and by the drugs companies, 
which would be paid for their pills at bulk 
prices negotiated by government contrac- 
tors. A Clinton-administration variant of the 
Stark-Kennedy proposal, which did no bet- 
ter, was supposed to cost $330 billion over 
ten years, increasing Medicare by a tenth. 

The Republicans take fright at these 
numbers (which may be underestimated, 
because they make no real allowance for the 
potential effect on demand of lower drugs 
prices). They also objected to the amount of 
government intervention. Their plan, 
launched last summer, was more moderate 
in scope and would have put most of the cost 
on the insurers—who promptly helped to 
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kill the Republican effort. “The thing about 
Medicare is, everybody always underesti- 
mates how complicated it is,” sighs an out- 
going Clinton official. 

Both sides can also see advantages in not 
compromising. Mr Bush, whose budget di- 
rector is a former pharmaceutical-industry 
boss, wants to stick to a relatively cheap and 
temporary ($48 billion over four years) pro- 
gramme to provide immediate coverage for 
elderly Americans who are just above the 
poverty line. Many of these vote Democratic, 
but the Democrats will almostcertainly fight 
the proposal, arguing that it lets pharma- 
ceutical companies off the hook and won't 
provide help for many old people. In addi- 
tion, they reckon all this can be an issue in 
the 2002 elections, when they hope to win 
control of Congress. Clearly, delivering a bill 
is going to test Mr Bush’s haggling skills. In 
one hopeful sign, Senate Democrats have in- 


dicated that they may compromise by al- 
lowing more private-sector involvement in 
the delivery of drugs. But it is very early days. 

The irony is that one potential benefi- 
ciary of a stalemate over prescription drugs 
may bea patients’ bill of rights, a subject that 
was pushed to the side during the election. A 
bill designed to rein in the deeply unloved 
health maintenance organisations was 
passed overwhelmingly by the House last 
year, but was blocked in the Senate, where 
the Republicans objected to the idea of ex- 
posing the HMos to lawsuits. 

Mr Bush, too, is no friend of trial lawyers. 
But plenty of Republicans are nervous about 
HMOs, and the political need for the White 
House to pass at least one health-care bill 
may be unstoppable. If drug reform looks 
difficult, a compromise bill of rights, which 
allowed lawsuits but with caps on punitive 
damages, might well get through. 





Football 


Rage v Maniax 


CHICAGO 


MERICA’S football fans will not have to 
wait long for their next dose of the sport. 
The xFL, a new football league jointly owned 
by the World Wrestling Federation (wwr) 
and nec, will have its premiere only six days 
after the Super Bowl. The xr offers a new 
style of football—rougher, tougher, quicker- 
paced and more entertaining, it says, than 
the version that usually ties American 
males to their sofas on Saturdays. 

“Not the lily-white, pasteurised, 
homogenised pro football that the 
NFL wants to sell you,” promises 
Vince McMahon, the president of 
wwe. To begin with, the rules have 
been changed. There will be less pro- 
tection for quarterbacks, more con- 
tact will be allowed between defen- 
sive backs and receivers, and no “fair 
catch” rule—the provision that allows 
punt receivers to catch a punt and de- 
clare themselves down rather than 
catching the ball and being immedi- 
ately pummelled by defenders rush- 
ing at them. The time between plays 
will be shortened. Teams will have to 
run or pass the ball into the end-zone 
to earn the point after a touchdown, 
rather than kicking for the extra point. 
The eight teams in the league have the 
predictable sort of name: the Chicago 
Enforcers, the Orlando Rage, the 
Memphis Maniax. 

Microphones will be everywhere, 
including on individual players and 
in the locker room. Fans will be able to 
hear what the coach of the losing 
team has to say to his players at half- 
time (with some of the more motiva- 
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tional language beeped out via a slight 
broadcast delay). The television analyst for 
the games broadcast on Saturday nights will 
be none other than Jesse Ventura, governor 
of Minnesota and former pro wrestler. 

“The xrl will encourage individuality 
and the natural expression of joy and emo- 
tion on the field of play,” according to its 





Wait till you see the cheerleaders 


UNITED STATES 


publications. Each team will have its own 
cheerleaders, described by Mr McMahon as 
an integral part of the game. “I suspect they 
will make the Dallas Cowboy cheerleaders 
look like Amish girls,” says Allen Sanderson, 
of the University of Chicago. 

Will the ensuing spectacle be sport or 
entertainment? “Nothing on the field will be 
scripted. It will be pure football,” says John 
Lanctot, spokesman for the Chicago Enforc- 
ers. Las Vegas bookmakers will be handicap- 
ping the games and taking bets. Still, the 
league may have to earn its legitimacy. After 
all, the World Wrestling Federation is 100% 
scripted conflict, 0% real wrestling. And all 
the teams in the league are owned by oneen- 
tity, which makes fixing outcomes easier 
than if each team were an independently 
owned franchise, as in most American 
sports leagues. 

The line between sport and entertain- 
ment in America has already grown blurred. 
Sports executives market their products to 
families who are deciding whether to spend 
an afternoon at a theme park or a ballpark, 
says Mr Sanderson. Most of America’s sports 
stadiums now have good food and drink, 
giant video boards, fireworks, and music 
and dancing during breaks. The baseball sta- 
dium for the Arizona Diamondbacks has a 
swimming pool just beyond the centre-field 
wall. The Chicago White Sox baseball team 
holds a “bring your dog to the ballpark” day 
every season. Mr Sanderson points out that 
the most popular Olympic events in Amer- 
ica are women’s figure-skating and gymnas- 
tics, both of which involve scantily-clad 
young women performing for judges. 

None of which guarantees that 
the xrx will succeed. Will fans who 
have just watched six months of NFL 
football want 12 weeks more? In cities 
like Chicago, the games will be played 
outside in February: insanity, as your 
correspondent can attest. Other rivals 
to the nFL have come and gone. The 
World Football League lasted a mere 
two years in the 1970s; the United 
States Football League folded after 
only three seasons in the 1980s. 

But “never underestimate Vince 
McMahon,” says Phil Rosenthal, a 
television critic for the Chicago Sun- 
Times. Mr McMahon transformed the 
wwF from a laughing-stock into a 
highly profitable entertainment pow- 
erhouse that is now listed on the New 
York Stock Exchange. It offers the slug- 
ging gusto of professional wrestling as 
its appeal to young males. In 1999, the 
wwr went head-to-head with “Mon- 
day Night Football” for 17 weeks and 
drew nearly 50% more male viewers 
aged between 12 and 24. The xr, by 
blending the ever-popular flavours of 
sex, violence and gambling, may also 
find plenty of enthusiastic viewers. 

a 
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Alan Greenspan, fiscal fiddler 


EIS famous for his monetary-policy decisions, moving mar- 

kets and stirring hearts; and this week’s interest-rate cut was 
noexception. But such efforts are mere ephemera. Far more impor- 
tant for the future of the American economy may be Alan Green- 
span’s Senate testimony on January 25th, in which the chairman 
of the Federal Reserve Board offered gnomic comments about fis- 
cal policy. They may not have moved markets, but they certainly 
stirred hearts. 

With a few words, Mr Greenspan has transformed the politics 
of tax cuts and started a frenzy of expectation in Washington. Out 
goes talk of small, targeted cuts. In comes discussion of vast across- 
the-board reductions. Trent Lott, the leader of the Senate, appears 
tosee the testimony as the start ofa 
sort of auction in which President 
Bush’s proposed $1.6 trillion cut is y 4% w 
just an opening bid. More cautious Ee 
people reckon that the chairman g fh! 
has “merely” added a few hun- , 
dred billion to tax cuts already 
supported by Democrats. Either 
way, the two main political re- 
straints on income-tax reduc- 
tion—President Clinton’s veto and 
Mr Greenspan’s opposition—have 
now gone. 

But while senators and con- 
gressmen scurry away to write a 
tax bill with scores of zeros at- 
tached to it (and no doubt dozens 
of pork-barrel projects too), it is 
worth stopping to ask two basic 
questions. Did Mr Greenspan 
really endorse the president’s pro- 
posed tax cut? And, if he did, was 
he right? The answer to both ques- 
tions is, Not really. The part of his 
testimony that made sense did not endorse a tax cut now. And the 
part that did endorse one made no sense. 

One of the clearest economic lessons of the past few years is 
that it is almost impossible to fine-tune an economy by fiscal 
means (spending increases or tax cuts). The reason is that the po- 
litical timetable rarely matches the state of the economic cycle. By 
the time Congress gets round to discussing a tax cut, the recession 
has usually started; by the time the money ends up in consumers’ 
wallets, the recession is usually over. Mr Greenspan explicitly re- 
ferred to this line of argument when he said (in his inimitable way), 
“Such tax initiatives historically have proved difficult to imple- 
ment in the time-frame in which recessions have developed and 
ended.” He did not follow the logic of this position through, but in- 
sofar as it means anything it must mean he fundamentally dis- 
agrees with Mr Bush’s assertion that a tax cut is needed to jump- 
start the economy now. 

Congress will not pass a tax cut until this summer at the earli- 
est. Consumers will not feel the full effect until later, possibly just 
when growth picks up again. This does not mean the cut cannot 
offset a recession. But it will do so only if the recession starts now 
and drags on for longer than even the gloomiest now expect. In re- 
ality, this part of the Greenspan testimony undermined, rather 
than supported, the Bush administration’s current justification for 
tax cuts. 

But the chairman’s bigger point concerned the long term. He 
argued that a tax cut is needed now to prevent the government ac- 
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cumulating large stocks of private assets when the stock of public 
debtis paid off.On this argument, ifthe government were still run- 
ning a budget surplus at that point, it would have little choice but 
tospend the excess revenue buying up other assets like municipal 
bonds and, eventually, chunks of the private sector—a disturbing 
prospect. Therefore, the chairman argued, it makes sense to start 
cutting taxes now to provide “a pre-emptive smoothing of the 
glide-path to zero federal debt”. 

This argument is fine in principle. But there are two huge prac- 
tical problems. First, when does the debt actually disappear? Mr 
Greenspan suggested it could be as early as 2010. The rosier fore- 
casts from the Congressional Budget Office suggest it could be 
even sooner: 2006. It reckons the 
overall budget surplus will be al- 
most $6 trillion over the next ten 
years, $1 trillion more than it 
guessed just six months ago. But 
both these estimates embody 
wholly unrealistic expectations 
about federal spending, which 
rose dramatically last year and will 
rise even further if you believe Mr 
Bush’s campaign promises. Add- 
ing up all his commitments on 
anti-missile defence, medical enti- 
tlements and soon, they amount to 
hundreds of billions of dollars 
over ten years. If passed, they 
would push the supposedly criti- 
cal date of zero debt farther into the 
future than either the cgo or Mr 
Greenspan expects. On this basis, 
Mr Greenspan’s “glide-path” is an 
unnecessary exaggeration, rather 
like a fat man starting on a diet and 
worrying about anorexia. 

Far more disturbing, though, is the second reservation: what 
happens after the debt is paid off? For a few years, the government 
would indeed accumulate private assets, as Mr Greenspan wor- 
ries. But thereafter the public finances would swing rapidly back 
into deficit again because, at this point, the costs of Social Security 
and Medicare soar as the baby-boomers retire. So even if Mr 
Greenspan is right, and the public debt is paid off sooner rather: 
than later, the long-term budget position, properly conceived, still 
does not require a tax cut now. Rather, it gives warning of an awk- 
ward hiccup in the public finances for a few years after the debt is 
paid off. And after that it enjoins higher, not lower, budget sur- 
pluses. The notion that this makes a case for lower taxes now is a 
travesty. 

The only possible economic justification for Mr Greenspan’s 
views is that the new economy has produced a productivity mir- 
acle: a permanent increase in the underlying rate of productivity 
growth that is capable of being sustained through a downturn. If 
that were true, the public debt might indeed be paid off early and 
the Social Security and Medicare costs would be moremanageable 
(though they would still not go away). 

Such a miracle may be occurring. But no one is sure and, given 
that the downturn has only just begun, there is no strong evidence 
yet. To justify ten years’ worth of huge tax cuts on the basis of a 
guess about productivity growth derived from a few quarters’ fig- 
ures can only be considered a reckless gamble—and, since the tax 
cuts need not be so vast, an unnecessary one. 
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Fox and Bush, for richer, for 


poorer 


MEXICO CITY 


Relations between Mexico and the United States are growing ever closer, but, 
with an economic downturn threatening both, not necessarily easier 


A TOT so long ago, Mexico and the United 
States were, in the title of a best-selling 
book, “distant neighbours”, such was the 
gulf between them in everything from poli- 
tics to ways of thought. Now they are be- 
coming umbilically linked. Not only have 
Mexico's exports to the United States been 
growing at around 20% a year since the 
North American Free-Trade Agreement 
(NAFTA) Came into effect in 1994, but the two 
countries are closer in other ways. 

This week, Mexico began selling 50 
megawatts of electricity, or enough to power 
50,000 homes, to California~a routine 
neighbourly transaction, but one that would 
once have been seen as close to treason. In 
the 1980s, Mexico was still so paranoid about 
foreign meddling that it protected even its 
criminals in the name of national sover- 
eignty. It has since begun extraditing them to 
the United States. Mexico’s Supreme Court 
last month confirmed this was legal. Days 
later, a drug-runner bribed his way out of 
jail, prompting Vicente Fox, Mexico’s new 
president, to back extradition publicly. 

Meanwhile, a multitude of binational 
bodies have sprung up to tackle shared pro- 
blems such as migration, border control and 
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water shortages, as well as drug trafficking. 
To set the seal on the new closeness, on Feb- 
ruary 16th George Bush will make his first 
foreign trip as president, not to Canada, as 
many of his predecessors have, but to Mex- 
ico, to see Mr Fox, 

Ironically, however, what may bring 
home most sharply to Mexicans the two 
countries’ changed relationship is the slow- 
down in the United States’ economy. That is 
the main reason why growth in Mexico will 

















slow from over 7% last year to 4% this year, 
according to the government's forecast. Oth- 
ers say the figure could be lower. Like a small 
boat towed behind a big ship, Mexico's 
economy is able to go where America’s goes, 
but risks being buffeted in its wake. 

This week, DaimlerChrysler announced 
that over the next three years it will shut 
three of its car plants in Mexico, shedding 
2,600 jobs, nearly a quarter of its local total. 
That is part of a worldwide cost-cutting 
drive, and the company will keep open its 
modern plant in northern Mexico. But it is 
still a worrying portent. Cars and car parts 
make up a fifth of Mexico’s exports. Nearly 
two-thirds of the cars made in Mexico go to 
the United States. 

Even so, some economists argue that 
Mexico will not suffer too badly inan Ameri- 
can slowdown, because companies with 
factories in both countries will move more of 
their production south of the border, where 
labour costs are lower. But American trade 
unions are also stronger. Mexico’s cheapness 
will not necessarily save it. 

The American slowdown will have 
other effects too. The trade deficit will grow, 
pushing the peso down, which will raise in- 
flation. Few economists now take seriously 
the central bank’s inflation target of 6.5% this 
year. And if the price of oil, which provides 
abouta third of government income, contin- 
ues to fall, there may be budget cuts. 

Recessions are unpleasant for the Un- 
ited States, but horrible for much-poorer 
Mexico. So Mr Fox would like to draw the 
Mexican boat closer alongside the American 
one. At the World Economic Forum in Davos 
last week, he renewed his call for a “NAFTA- 
plus”, a club more like the European Union, 
in the hope of closing the gap between Mex- 
ico and its partners. 


Cowboy-booted ranchers 


When he welcomes Mr Bush to his ranch on 
February 16th, Mr Fox will doubtless cement 
a personal bond. Both the new presidents are 
religious, entrepreneurial, cowboy-booted 
ranchers. But Mr Fox’s policy ideas about ex- 
tending co-operation often sound vague and 
unrealistic. Mexicans will be looking for 
signs of concrete agreements. 

For instance? On drugs, Mr Fox will be 
heartened by a move in the United States’ 
Congress to repeal a much-resented provi- 
sion under which it “certifies” Mexico's 
drug-bashing efforts. On migration, Mr Fox 
proposes a guest-worker programme to im- 
prove conditions for Mexicans working 
north of the border. Mr Bush is said to favour 
that. But Mr Fox still hints at opening the 
border completely in the long term. In the 
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United States, the mere idea raises hackles. 

Another likely topic of discussion is en- 
ergy. Notwithstanding this week’s agree- 
ment, the scope for co-operation is limited. 
Mexico, like California, faces energy short- 
ages. Nationalist fervour has kept the energy 
industry all-but closed to foreign money for 
decades. And though Mr Fox talks of the 
need for foreign investment, he has also 
made comments, notably at his swearing-in 
last December, suggesting that he is reluc- 
tant to confront its opponents. 

Mr Fox’s immediate task, however, is to 
cushion the blow from the United States’ 
slowdown. He has urged Mexican firms to 
seek more trade with Europe. But even 
boosted by a free-trade agreement signed 
last year, Mexico’s exports to the £u are 
dwarfed by whatitsells to NAFTA. 

Much may turn on Mr Fox’s plan for tax 


reform. This would increase the tax take 
from 11% of cpr to 16% or 17%, allowing more 
social provision while making government 
revenues less dependent on oil. Its approval 
by Congress would almost certainly win 
Mexico investment-grade status from Stan- 
dard & Poor’s, one of the two big credit-rat- 
ing agencies (the other, Moody’s, gave it the 
grade last year). That would allow Mexican 
firms to borrow more cheaply. 

But the tax increases, which may include 
levying vat on food, will be unpopular, and 
hard to negotiate politically, especially as 
growth slows. The new government got this 
year’s budget through the opposition-con- 
trolled Congress only by agreeing to increase 
the fiscal deficit. It would be ironic if Mr Fox, 
Mexico’s most pro-business and pro-Ameri- 
can president for half a century, were to be 
capsized by recession north of the border. 








Democracy’s test 


SANTIAGO 





Contrary to predictions, the case against General Augusto Pinochet continues 


to advance through the courts 


HY they been told that a Chilean judge 
had ordered the arrest and trial of Gen- 
eral Augusto Pinochet for murder and kid- 
napping, many Chileans would once have 
had to pinch themselves toconfirm that they 
were awake. But such has been the gathering 
momentum of change in Chile since Octo- 
ber 1998, when the former dictator was first 
detained in London, on the order of a Span- 
ish magistrate, that Judge Juan Guzman’s or- 
der on January 29th had an air of inevitabil- 
ity about it. 

Two days later, General Pinochet was 
formally notified of the order, at his holiday 
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home by the sea, where he was placed under 
house arrest. It appears that he was spared 
the normal procedure of having his finger- 
prints and photograph taken. Even so, his ar- 
restis a sign that, 11 years after the former dic- 
tator was forced out of power, Chile is at last 
moving towards full democracy. 

Unlike the arrest warrant for the general 
issued by Mr Guzman in December, this or- 
der may stick, for a while, at least. An appeal 
is unlikely to be heard until March. The judge 
has gone through all the procedures. And 
General Pinochet himself is partly to blame 
for his present predicament. Apparently de- 


fying the advice of his lawyers, he had agreed 
to be questioned by Mr Guzman. The in- 
terrogation, carried out in General Pinochet's 
Santiago home, helped Mr Guzman to de- 
cide that the 85-year-old general was fit for 
trial. Though his mental health is not quite 
whatit was, that “does not prevent him from 
exercising his legal rights and defending 
himself,” the judge ruled. 

The questioning also provoked another 
breach in the army’s public facade of unani- 
mous denial that atrocities took place during 
the 1973-90 dictatorship, especially in its 
early days. In his answers to the judge, Gen- 
eral Pinochet blamed local military com- 
manders for the executions of political pris- 
oners by a military death-squad, known as 
the Death Caravan, on which Mr Guzman’s 
investigations centre. 

That prompted Joaquin Lagos, a retired 
general who in 1973 was in command in An- 
tofagasta, a city visited by the death-squad, 
to go on television with his own account— 
the first time he had told his story publicly. 
He spared no details: “I was ashamed to see 
[the bodies]. They took out their eyes with 
knives, broke their jaws, their legs and then 
killed them.” He said that he had reported 
the killings in writing to General Pinochet, 
whoasked him to alter his report. 

Until recently, it was expected that Gen- 
eral Pinochet, who last month underwent 
court-ordered medical tests, would be de- 
clared unfit for trial. That is reported to be 
what the centre-left government of Presi- 
dent Ricardo Lagos, anxious not to be per- 
manently distracted by the Pinochet case, 
would have preferred. Defence lawyers are 
likely to cite the general’s health in any ap- 
peal against the order. 

The reaction of the armed forces to the 
arrest order was more muted than in De- 
cember, but they were no less upset. Last 
month they had revealed the whereabouts 
of the bodies of some people, including 
Death Caravan victims, who “disappeared” 
during the dictatorship. The disclosures were 
abid to regain the respect of society, but also 
to close human-rights cases which, in the 
absence of bodies, have been considered by 
the courts to be continuing kidnappings, and 
so are deemed not to be covered by an am- 
nesty law left in place by the dictatorship. 

General Ricardo Izurieta, the moderate 
army commander, is now being criticised for 
political naivety by diehard Pinochetistas. 
The trial of the old general might speed up 
those of other former officers: if the former 
dictator is not, after all, above the law, then 
nobody else is. 

The army may yet express its anger in 
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gestures of defiance. This would notthreaten ` 


Chile’s institutional stability. But it would 
put pressure on the higher courts to find 
General Pinochet unfit for trial. The outcome 
will show whether Chilean democracy has 
at last come of age. 

= 





THE ECONOMIST FEBRUARY 3RD 2001 


Peru 


A nightmare 
returns 


LIMA 


ERHAPS the most perverse side-effect of 
the utter discredit into which the regime 
of Alberto Fujimori, Peru’s former president, 
hasnow sunkis thatit has served to rehabili- 
tate his predecessor, Alan Garcia. On Janu- 
ary 27th Mr Garcia returned home, after al- 
most nine years as an exile, to launch his 
campaign for the presidential election due 
on April 8th. The sight of him stepping on to 
the tarmac at Lima’s airport, arms raised in 
salute to cheering supporters, was a sign that 
democracy had returned—but it sent chills 
through many Peruvians. 
rs During his presidency, from 1985 to 1990, 
Peru suffered hyperinflation, the economy 
shrank and the government seemed power- 
less in the face of a Maoist insurgency. Credit 
dried up, because he limited debt payments 
to 10% of exports. He even managed the un- 
likely feat of making bankers popular, when 
he tried to nationalise Peru’s banks. 

That was then. Now, Mr Garcia’s return 
is simplifying what was a wide-open elec- 
tion. One effect is to help the front-runner, 
Alejandro Toledo, an economist of Andean 
Indian descent who was Mr Fujimori’s chief 
opponent in a rigged election last year. Mr 

` Toledo, with over 30% in the polls, has been 
distrusted by middle-class voters, who see 
him as an impulsive hothead. But such vot- 
ers fear Mr Garcia more. And Mr Toledo is 
working hard to woo the centre: he has ap- 
pointed Pedro Pablo Kuczynski, an invest- 
ment banker, as his chief economic adviser. 

According to Apoyo, a polling company, 
Mr Garcia has the support of around 12%, 
though two-thirds of respondents say they 
would never vote for him. That may change, 
however, and he might yet force Mr Toledo 
into a run-off. Aged 51, Mr Garcia is burlier 
than he was, but still has the looks, oratory 

and political skills of a classic Latin Ameri- 
can populist, as he showed at a packed elec- 
tion rally within hours of his arrival. 

There he promised cheap loans for farm- 
ers and lashed out at privatised utilities, but 
said he no longer favoured state takeovers, 
and that he would seek to negotiate, rather 
than decree, lower debt payments. “Global- 
isation is a fact. We have to give social justice 
through other instruments,” he argued. 

Investors will be hard to convince. 
“These are all the same old policies. We'll see 
if people will allow themselves to be fooled 
again,” says Alfredo Thome, of J.P. Morgan 
Chase, an American bank. 

Other candidates are vying to challenge 
Mr Toledo. But Mr Garcia has some advan- 
tages. His American Popular Revolutionary 
Alliance (apra)is the strongest among Peru's 
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Garcia leaves them aghast 


weak parties. Several of its former officials 
worked for Mr Fujimori’s regime, organising 
support in shantytowns and in the prov- 
inces. They may now return to Mr Garcia. 
Perhaps Mr Garcia’s biggest advantage, 
though, is that he has been out of Peru for the 
past decade. Each week brings more revela- 
tions about the web of corruption spun by 
Vladimiro Montesinos, Mr Fujimori’s fugi- 
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tive spy chief. Mr Montesinos filmed his 
bribery and extortion on videos, 700 of 
which are in the hands of prosecutors. 

Now, Mr Montesinos appears to be try- 
ingto play tricks from afar. An unnamed for- 
mer bodyguard of his popped up to accuse 
Valentin Paniagua, Peru’s caretaker presi- 
dent, of having taken $30,000 in campaign 
cash from Mr Montesinos. Mr Paniagua was 
widely believed when he dismissed the 
smear as an effort to “destabilise” his gov- 
ernment. More seriously, a congressional 
committee investigating Mr Montesinos has 
been distracted by the leaking of video foot- 
age in which one of its members is shown re- 
ceiving cash from an associate of the former 
spy chief. That in turn has damaged at least 
one presidential hopeful. 

“fm not in any video,” Mr Garcia pro- 
claims. A decade ago, he was accused of tak- 
ing kickbacks for depositing Peru’s reserves 
in BCCI, a corruptly-run bank; and for a con- 
tract to build an electric rail line in Lima ar- 
ranged with Bettino Craxi, an Italian prime 
minister (now dead) who was himself con- 
victed of corruption. But he denies it all. And 
a warrant for his arrest has lapsed. 
= 








SAO PAULO 


“Bove is my friend—mess with him 
and you mess with me!” activists 
chanted this week at the World Social Fo- 
rum, held in Porto Alegre, in southern Bra- 
zil, as an anti-globalisation counterpoint 
to the World Economic Forum’s tradi- 
tional gathering of fatcats in the Swiss re- 
sort of Davos. José Bové, a French farmer 
famed for wrecking his local McDonald's, 
was the star turn at “anti-Davos”, espe- 
cially after he joined leaders of Brazil’s 
Landless Movement on an excursion to 
destroy a plantation of genetically modi- 
fied soya owned by Monsanto, an Ameri- 
can company. He was briefly arrested and 
threatened with deportation, but was 
later allowed to stay. Protesters trashed a 
nearby McDonald’s in his honour. 

No matter that many Brazilians might 
ask why a gathering supposedly dedi- 
cated to ending poverty and inequality 
should champion a defender of Europe's 
farm protectionism, which hinders ex- 
ports from Brazil and other poor coun- 
tries. The forum had other priorities. These 
were to promote alternatives to the “neo- 
liberal” orthodoxy of free trade, free mar- 
kets and privatisation:a familiar wish-list, 
such as cancelling third-world debt, a 
worldwide tax on financial transactions, 
workers’ rights and more care for the envi- 
ronment in trade accords. 

In the lecture halls, an international 





Globalisation trashed in Brazil 


cast of leftish intellectuals trotted out 
phrases like “cultural Fordism” and “so- 
cial fascism”, while outside protest 
groups—feminists, anti-racists, gays— 
threw tantrums at not getting enough 
space on the agenda. 

The meeting also agreed that big prot- 
ests should be organised at the 34-country 
Summit of the Americas in Quebec in 
April, in opposition to the proposed Free- 
Trade Area of the Americas (FTAA). That 
should challenge governments, such as 
Brazil’s, which say they favour regional 
free trade, but have done little to persuade 
their voters thatit will bring higher growth 
and thus less poverty. 

The forum was the brainchild of Ber- 
nard Cassen, the editor of Le Monde Dip- 
lomatique, a French journal. It was co- 
sponsored (at taxpayers’ expense) by Oli- 
vio Dutra, the local state governor, from 
the left-wing Workers’ Party (PT). Luiz In- 
acio Lula da Silva, the party’s leader and 
likely candidate in next year’s presidential 
election, was a guest of honour. 

The protesters’ antics for the cameras 
will have done Mr daSilva no good. Brazil- 
ian voters increasingly like the pr as a 
party of honest local government. But 
when it portrays itself as a bunch of radi- 
cals with a taste for a punch-up, it does lit- 
tle to convince voters that it can be trusted 
torun the country. 
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Ecuador 


Collateral 
damage 


Quito 


USTAVO NOBOA, Ecuador’s sixth pres- 
ident in five years, is trying to haul the 
country out of an economic slump. This 
week his government was firmly resisting an 
“uprising” by Indian farmers, several thou- 
sand of whom blocked roads around Quito, 
calling for the withdrawal of recent increases 
in the price of fuel and cooking gas that the 
MF had insisted on. On top of that, he must 
now grapple with an escalating set of pro- 
blems from an unlooked-for source: the Un- 
ited States-backed Plan Colombia. 

Drugs, killings, kidnapping and extor- 
tion have all moved into once-peaceful Ecu- 
ador. In the past two months, 21 Colombians 
have been shot in vendettas in the streets of 
Lago Agrio, a town in Sucumbios province 
29km (18 miles) south of the border. Outside 
the town, which is the centre of Ecuador's oil 
industry, police have been shot at. Some res- 
idents are fleeing, after threats to blow up 
state-owned oil installations. “It’s a reality, 
the fire of Colombia is starting to burn us,” 


says Maximo Abad, Lago 


3 PACIFIC 
Agrio’s mayor. OCEAN 
Last month, six people 
were killed when the army 


found two cocaine-pro- 
cessing laboratories and a 
factory making uniforms 
for Colombia’s FARC guer- 
rillas in Sucumbios. One of 
the labs was new, and 
could make 200k¢ of co- 
caine a week. In October, 
ten foreign oil workers were kidnapped from 
an oilfield run by Repsol-yrr, a Spanish firm. 
There have since been three bombattacks on 
Ecuador's main oil pipeline, the second of 
which killed five people in a passing bus. 
The armed forces are said to have sent an 
extra 2,000 troops to the border area, bring- 
ing the total to 3,500. But the troops are 
poorly equipped, and patrolling the 600km 
border is hard. Much of it is jungle. 
Ecuadoreans worry that the oil industry, 
their main foreign-exchange earner, is vul- 
nerable to further violence. And the local 
economy in Sucumbios is suffering. Since 
August, retail sales, tourism and tax collec- 
tion have all plunged. Open unemployment 
is now up to 20%, according to the local 
chamber of commerce. Meanwhile, there is 
an influx of refugees; most go back again to 








quieter parts of Colombia, 
but some 2,300 have asked 
to stay in Sucumbios. 

To cope with all this, lo- 
cal officials want aid from 
the government—and Mr 
Noboa wants extra cash 
from the United States. Un- 
til now, Ecuador has been a 
fairly willing ally in the 
Americans’ drug war. In 
1999, Jamil Mahuad, Mr No- 
boa’s ousted predecessor, signed a ten-year 
agreement allowing the United States to use 
amilitary airfield at Manta for anti-drug sur- 
veillance flights. The United States is spend- 
ing $67m on improving the airfield, which 
partly replaces facilities in Panama that it re- 
linquished last year. 

Ecuador is charging no rent for the base, 
and has received just $8m to protect its 
northern border from fugitives displaced by 
Plan Colombia. It wants much more. Heinz 
Moeller, the foreign minister, is going to 
Washington this month to seek support for a 
“buffer zone” on the border, with social pro- 
jects to offer an alternative to drugs and 
crime. This would cost up to $60m a year 
over five years. “They should look on it as a 
kind of insurance policy,” says Mr Moeller. 

a 








Batlling in Uruguay 


RUGUAY has been a proud exception 

to the privatising wave that swept 
through South America in the 1990s. Its 
state-owned firms are more efficient than 
many of their counterparts in Argentina 
and Brazil ever were. In 1992, Uruguayans 
voted in a referendum against privatising 
telecoms. They rightly observe 
that some of Argentina’s sales 
were botched, creating inefficient 
private monopolies. And with 
unemployment at 15%, nobody is 
enthusiastic about the job cuts 
privatisation would involve. 

That leaves President Jorge 
Batlle with a problem. Uruguay 
has been in recession for the past 
two years, mainly because of low 
prices for its agricultural exports, 
and because of Argentina’s woes. 
But public debt is at 45% of GDP, 
and rising. Some economists ar- 
gue that privatisation would give 
a boost to the economy, by at- 
tracting foreign investment, and by lower- 
ing costs. CERES, a think-tank, having com- 
pared tariffs for public services in Uruguay 
and its neighbours, believes liberalisation 
could save businesses and households the 
equivalent of 4% of cpr annually, raise 
growth and produce a net 45,000 jobs. 








No holding the modernisation express 


The polls that show continuing sup- 
port for public ownership also show grow- 
ing opposition to monopolies. So Mr Batlle 
plans to keep the state firms, but let private 
ones either compete with them or bid to 
operate their services under contract. 

The opposition Broad Front and the 








trade unions are resisting. They have gath- 
ered enough signatures to demand a “pub- 
lic consultation” next month on a new law 
to allow private operators in the ports and 
railways—a referendum on whether to 
hold a referendum on the issue. Alberto 
Bension, the finance minister, admits the 


vote will be a crucial indicator of how far 
the government can push. But he notes 
that, since 1992, attempts to overturn laws 
by calling referendums have flopped. 

The liberalisation of telecoms has al- 
ready begun. Bell South, an American firm, 
is the first private cell-phone operator. 
Thereare plans to license others, and talk of 
allowing competition for fixed-line tele- 
phones. A new law allows private compa- 
nies to import gas from Argentina 
to generate electricity in compe- 
tition with the state utility. An- 
other plan would strip Ancap, the 
state oil firm, of its monopoly of 
imports. It has already been al- 
lowed to seek a private partner to 
modernise its refinery. 

Harder tasks lie ahead. The 
state-owned banks are saddled 
with problem loans to farmers 
and home owners. And Mr Batlle 
shows no appetite for cutting the 
bloated bureaucracy. 

After a year in office, the pres- 
ident is popular. He has created a 
cross-party commission to inves- 
tigate “disappearances” during Uruguay’s 
military dictatorship of 1976-85. The un- 
ions are weakened by unemployment. At 
CERES, Ernesto Talvi argues that Mr Batlle 
should note his own strength, and push 
ahead more boldly. But that is not the Uru- 
guayan way. 
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The long trail twisting from 


Lockerbie 


CAMP ZEIST, THE NETHERLANDS 


An unexpected guilty verdict has left America and Britain with a dilemma 


IBYA’S dictator, Colonel Muammar Qad- 
dafi, may have thought he was about to 
have the last laugh. He had always insisted 
that Libya had nothing to do with the 1988 
bombing of PanAm flight 103 over the small 
town of Lockerbie, in Scotland, which cost 
the lives of 270 people. After years of defying 
UN sanctions and international isolation, he 
caught America and Britain off guard in 1998 
by agreeing to send the two Libyans accused 
of the bombing to a specially constructed 
Scottish court in the Netherlands. For 
months the trial, which eventually began 
before three senior Scottish judges last May, 
seemed to be going the Libyans’ way, as 
prosecutors struggled to establish their case. 

And then, on January 3ist, the judges 
wiped the smile off Colonel Qaddafi’s face. 
They unanimously found Abdelbaset Ali 
Mohmed al-Megrahi, a Libyan intelligence 
agent, guilty of mass murder, sentencing him 
to life in prison. At the same time, they freed 
his co-defendant for lack of proof. 

The verdict came as a surprise to many 
observers at the trial. From the beginning, the 
prosecution case had suffered from the lack 
of a “smoking gun” or any eyewitness to the 
crime. Prosecutors had to ask judges to infer 
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the defendants’ guilt from circumstantial ev- 
idence. A defence lawyer mocked their case 
as an “inference upon an inference upon an 
inference—leading to an inference.” 

But this is precisely what impressed the 
three judges, who drew an inference from a 
mountain of detailed evidence which they 
reckoned established beyond reasonable 
doubt that Mr al-Megrahi planted the bomb. 
Prosecutors inundated the court with evi- 
dence and the findings of forensic science, 
calling 230 witnesses, including c1a agents 
and former intelligence agents from Libya’s 
erstwhile Soviet-block allies. 

Circuit-board fragments recovered from 
the debris were traced to shipments of 
bomb-timers received by Libyan intelli- 
gence. The anatomy of an undeclared war 
was exposed, with evidence about Libyan 
intelligence officials plotting a retaliation for 
the 1986 American air strike on Tripoli, 
which was aimed at Colonel Qaddafi but 
killed his adopted daughter. That strike, in its 
turn, had been a punishment for Libya’s al- 
leged role in an attack on a Berlin disco- 
theque that killed two American soldiers. 

Nearly all the passengers on Air Malta 
flight 180 on the morning of the bombing 





were summoned to the court to confirm that 
they had collected their bags after landing in 
Frankfurt—to show the court that one rogue 
bag slipped through security to the luggage 
container that ended upon the PanAm flight 
bound first for London, and then for New 
York, at precisely the place in the plane 
where forensic tests pinpointed the blast. 
The only people in Malta who could have 
planted the suitcase—containing Semtex ex- 
plosive embedded in a model of a Toshiba 
cassette-recorder sold almost exclusively in 
Libya—were the defendants, argued the 
prosecution. 

The defence made every attempt to sow 
doubt by blaming a Syrian-backed Palestin- 
ian terrorist group—the Popular Front for the 
Liberation of Palestine-General Com- 
mand—which had been originally sus- 
pected of the bombing. A police raid on the 
group’s hideouts in Germany two months 
before the Lockerbie bombing had turned 
up Semtex-based explosives built into Tosh- 
iba cassette-recorders. 

Defence lawyers also savaged some of 
the prosecution’s main witnesses, including 
Abdul Majid Giaka (his trial pseudonym), a 
Libyan informant who claimed to have seen 
the two defendants smuggle a suspicious 
suitcase through Maltese customs on the eve 
of the explosion. Mr Giaka, the defence 
pointed out, reported this to his cra hand- 
lers only a year and a half later, when the 
Americans threatened to sack him unless he 
came up with some useful information. 

In a meticulous 82-page verdict, the 
judges reviewed all this evidence, dismissed 
the weakest points of the prosecution case, 
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including much of Mr Giaka’s testimony, 
and conceded that “there are a number of 
uncertainties and qualifications.” They nev- 
ertheless concluded that what remained 
formed “a real and convincing pattern. There 
is nothing in the evidence which leaves us 
with any reasonable doubt as to the guilt of 
[Mr al-Megrahil.” The judges were especially 
struck by his strange movements and be- 
haviour, his frequent trips on a false pass- 
port, his role in Libyan intelligence and his 
presence in Malta on certain dates. 

The victims’ relations are delighted that 
the Libyan regime’s involvement has in ef- 
fect been established. But they are also anx- 
ious that the verdict should not be the end of 
the matter, and that Colonel Qaddafi, who 
most believe ordered the bombing, should 
notescape blame. 


Creative diplomacy v justice 


The verdict presents the American and Brit- 
ish governments with a number of head- 
aches. Most uN sanctions against Libya were 
suspended almost two years ago, when the 
two suspects were surrendered. Resuming 
sanctions now would be almost impossible. 
Support for them among other countries has 
crumbled. American and British companies 
are anxious not to be left out of the scramble 
for business in Libya, whose large oil and gas 
exports were untouched by the sanctions, 
and which has plenty of money to spend. 
Yet the court’s finding that a Libyan 
intelligence agent perpetrated the bombing, 
if upheld on appeal, points the finger di- 
rectly at Colonel Qaddafi. Little happens in 
Libya without his say-so. It is difficult to be- 
lieve Mr al-Megrahi acted on his own. More- 
over America and Britain years ago set what 
look like six tough conditions for Libya to 
meet before they would lift sanctions. 
Creative diplomacy might remove these 
obstacles. Libya can claim to have met three 
of the six conditions—abandon terrorism, 
send the two suspects for trial and co-oper- 
ate with a separate investigation into the 
bombing of a French airliner. Now it has to 
meet the other three—reveal all it knows 
about the Lockerbie bombing, accept 
responsibility for it and compensate the vic- 
tims’ families. Libya, which earlier said thatit 
would pay any compensation imposed by 
the court, now agrees that it will consider do- 
ing so once an appeal has run its course. But, 
in an early response this week, it said that it 
would “never” accept responsibility for its 
official’s involvement. Even so, a form of 
words could be devised that did not explic- 
itly admit state collusion in the bombing. 
This might satisfy the three governments. 
The real obstacle remains the victims’ 
families, who are unlikely ever to accept a 
verbal figleaf to cover the condition that 
Libya should reveal all it knows about the 
bombing. They are not interested in dip- 
lomatic fudge. They want justice. 
= | 





48 


Iran 


Khatami’s cautious broom 


TEHRAN 


Neither Iran’s judiciary nor the president wants a clean sweep 


HEN Muhammad Khatami, Iran’s 

president, forced the intelligence min- 
istry to own up to the gruesome murder in 
1998 of four dissidents—two writers and a re- 
form-minded politician and his wife— 
many people hoped that accountability for 
the killings would be stretched beyond the 
assassins and their accomplices to the con- 
servative politicians and judges suspected of 
ordering them. This has not happened. On 
January 27th, a Tehran judge handed out 
heavy punishments, including three death 
sentences, to 15 agents found guilty of plan- 
ning and carrying out the deeds. The well- 
connected masterminds behind the killings 
were free to read of the convictions in the 





Remembering the murdered dissidents 


newspapers, at their leisure. 

The judges and prosecutors in charge of 
the case ignored the scores of earlier murders 
and abductions that investigative journal- 
ists, in particular Akbar Ganji, had attrib- 
uted to the same agents. Mr Ganji has been 
put behind bars. Moreover, when one of the 
accused, Mostafa Kazemi, who was jailed for 
life, claimed that Ghorban-Ali Dorri Najaf- 
abadi, a former intelligence minister, had or- 
dered the killings, Mr Dorri Najafabadi was 
politely interviewed, and exonerated. 

The progress of the investigation, which 
started in 1998, has been shambolic. When it 
was announced that Saeed Emami, the only 
senior ministry official among the accused, 
and the man with the most beans to spill, 
had killed himself in jail, rumours of foul 
play abounded. The first set of interrogators 
were dismissed amid claims that they had 
beaten “confessions” from the accused. The 
trial itself was held behind closed doors. The 
families of the victims boycotted it. 

Siyavash Mokhtari, the son of one of the 
victims, said bitterly that “sending a few bu- 


reaucrats to the gallows will not dismantle 
the structure that lies behind the murders.” 
But a closer look suggests that the process 
may have gone much the way that Mr Kha- 
tami wanted it to: the president is in the busi- 
ness of rejuvenating Iran’s tired Islamic re- 
public, not undermining it. 

When he forced the intelligence ministry 
to confess to its role, and subsequently got 
Mr Dorri Najafabadi to resign, Mr Khatami’s 
aim was not to bag conservative scalps. He 
wanted to reform the ministry, and cast light 
into its murkiest corners. The ministry’s ad- 


mission of guilt would have been unthinka- - 


ble under Mr Khatami’s predecessor, Ali Ak- 
bar Hashemi Rafsanjani. 

Ali Yunessi, the new 
intelligence minister, is 
closer to Mr Khatami than 
was Mr Dorri Najafabadi, 
who had been foisted on 
the president by Ayatollah 
Ali Khamenei, Iran’s con- 
servative “supreme leader”. 
Like Mr Khatami, Mr Yu- 
nessi talks reassuringly of 
accountability and plural- 
ism. More important, he 
seems to have halted extra- 
judicial killings, which are 
said to have averaged one a 
month for much of the 
1990s. He is said to frown on 
torture as a method of in- 
terrogation. He has purged 
some unpleasant characters. 

Under his influence, the ministry has 
lost some of its autonomy. Gone are the days 
when a senior bureaucrat such as the late 
Emami could exploit this autonomy to sabo- 
tage Mr Khatami’s efforts to mend Iran’s in- 
ternational image. Emami was behind the 
1998 arrest of a German businessman for 
having illicit sex with an Iranian woman, a 
diplomatic knot that took two years to untie. 
The ministry is also detaching itself ideologi- 
cally from hardline judges, with whom it 
used to be in close alliance. 

On Monday Mr Yunessi denounced the 
trial verdicts as “seriously flawed”. Some 
people thought they detected Mr Khatami’s 
voice behind this criticism. With enough po- 
litical will, it might even be possible to revive 
the case. But that is not the president’s prior- 
ity. It looks as if he has decided that itis in the 
interests of the Islamic republic that some 
dirty stones remain unturned. In a way, the 
whole incident sums up Mr Khatami, and 
his limited ideas for changing the country. 

a 
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Angola 


Hearing 
complaints 


N HIS 21 years as president of Angola, Jose 

Eduardo dos Santos has never taken 
kindly to criticism. Most Angolan politicians 
have learned from bitter experience not to 
cross him. But recently a tiny political party, 
PADPA, took the president on, and—to gen- 
eral astonishment—won. 

PADPA decided to speak up over a politi- 
cal scandal in France in which an array of 
well-connected Frenchmen, including Jean- 
Christophe Mitterrand, the eldest son of 
France’s former president, François Mitter- 
rand, are under investigation on suspicion of 
profiting from the illegal sale of arms worth 


» $633m to the Angolan government. As the 


case has proceeded, Mr dos Santos’s name 
has cropped up repeatedly. Prosecutors 
have alleged that he approved the deal, 
granted Angolan diplomatic passports to the 
two principal arms dealers (one now in a 
French prison, the other on the run from an 
Interpol arrest warrant) and received some 
extravagant presents from the weapons men 
in return. 

Last week rapra senta letter to the presi- 
dent, demanding that he should give a public 
explanation of his role in this and other cor- 
ruption scandals. If none were forthcoming 
within 72 hours, rapra promised it would 
“call on the people to protest publicly and 
call for your resignation, for dishonouring 
the office which you occupy”. 

The president's response was a deafen- 
ing silence. So three days later 25 members of 
PADPA began a hunger strike in front of the 
recently and lavishly redecorated presiden- 
tial palace. They distributed a pamphlet that 
repeated the charge, widely believed by An- 
golans, that the government is deliberately 
prolonging the country’s devastating civil 
war in order to pillage its rich natural re- 
sources. “Thousands of Angolans are dying 


+ of hunger because the country is misman- 


aged,” declared the pamphlet, “and the 
holders of power have turned into a band of 
thugs who pretend to be managing a bank. 
Our bank. Our petrol. Our diamonds. Our 
riches. But, above all, our children, parents, 
brothers and cousins, whom they use as fod- 
der for their diabolical cannons.” 

Angola’s cowed people rarely voice such 
strong sentiments. This time riot police used 
the cover of darkness to break up the protest, 
beating the protesters. Six of them, including 
PADPA’s president, were arrested. But aston- 
ishingly, given the lack of independence en- 
joyed by Angola’s judiciary, the court that 
tried them found them not guilty on January 
30th. In a hitherto unthinkable step, pADPa is 
now considering bringing a case against the 
police for violating its right to demonstrate 
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and for illegal imprisonment. 

This is the second time that papra activ- 
ists have dared challenge the Angolan re- 
gime. Last year they tried to hold a public 
hunger strike in protest at the government’s 
decision to raise the price of petrol overnight 
by 1,600%. On that occasion police beatings 
turned the hunger strikers into popular he- 
roes. The authorities, realising their mistake, 
issued a public apology. But the incident 
gave Angola’s other, more reticent, opposi- 
tion groups the courage to organise the first 
and only real anti-government march in the 
country’s 25 years of independence. Perhaps 
the latest courtruling, which for the first time 
has set the people’s rights above those of the 
president, will open the floodgates of protest 
at last. 

a 





Zimbabwe 


Blunt weapons 


HARARE 


HERE is much to complain of, but it is 

notalways safe todoso.On January 28th, 
expertly-laid bombs shredded the presses 
where the Daily News, one of the loudest 
critics of President Robert Mugabe’s govern- 
ment, was printed. A semi-literate note was 
found at the scene, claiming responsibility in 
the name of a hitherto unheard-of faction of 
the main opposition party, the Movement 
for Democratic Change (mpc). Many Zim- 
babweans suspected Mr Mugabe’s thugs. 

Perhaps by coincidence, Mr Mugabe’s 
spokesman had threatened to “silence” the 
Daily News the previous day. The day before 
that, three of the paper’s journalists had 
been arrested and Chenjerai “Hitler” 
Hunzvi, the man in charge of intimidating 
Mr Mugabe’s opponents, had promised to 
ban the paper. Last June, a bomb narrowly 





Tomorrow’s edition in doubt 


INTERNATIONAL 


missed killing the editor, Geoffrey Nyarota. 
An independent assessment of the damage 
at the Daily News presses concluded that 
only the Zimbabwean security forces had 
the know-how to have caused it. 

To stay in power, Mr Mugabe seems to 
believe that he must squash the indepen- 
dent press, the mpc and any dissent within 
his own party, ZANU-PF. He does this with 
skill and cruelty. 

In January, his minions thrashed the 
MDC ata by-election in Bikita West. Mr Mu- 
gabe sent gangs to rough up anyone in Bikita 
suspected of intending to vote for the mpc. 
Some were beaten and then dumped in a 
distant lion sanctuary. Chiefs were ordered 
to herd their followers into the voting booths 
to back zanu. The party won easily, but the 
thugs stayed behind to torture those sus- 
pected of having voted for the opposition. 

Within zanu, Mr Mugabe uses less vio- 
lence. Moses Mvenge, a former zanu chief 
whip, who was ousted last year for obstruct- 
ing the award of public contracts to Mr Mu- 
gabe’s relations and cronies, claims that al- 
most no one in the party still believes that 
the president is good for the country. But 
many of the most senior and ruthless leaders 
worry that, if he goes, they will have to pay 
for 20 years of trousering bribes and cracking 
heads. Top generals fear the same. 

A chance to discuss possible successors 
arose at a party conference in December. But 
Mr Mugabe made sure the issue did not 
come up. Delegates were picked by provin- 
cial party men, appointed by the president. 
Potential troublemakers were excluded. 

Yet, despite Mr Mugabe’s best efforts, 
ZANU is divided. Its more sensible members 
would like to ease the president into retire- 
ment. But he does not want to go, and there is 
no obvious successor. His personal favour- 
ite, the speaker of parliament, Emmerson 
Mnangagwa, has the advantage of being 
widely feared. As a former army and secret- 
police chief, his hands are as bloody as Mr 
Mugabe’s. But he has the disadvantage that 
noone likes him. 

Eddison Zvobgo, a former justice minis- 
ter, expelled from the Politburo for challeng- 
ing Mr Mugabe, has much support in his na- 
tive Masvingo province, but is gravely ill. The 
finance minister, Simba Makoni, has fewer 
fresh smudges on his record than most, hav- 
ing been out of government for years. But he 
is struggling with his current job: it is hard to 
balance the books when your boss has 
scared off investors and spends unbudgeted 
billions on a far-off war in Congo. 

Mr Mugabe’s hold on power is strong, 
but brittle. The more force he uses, the an- 
grier Zimbabweans become, and the more 
force he must use to keep them down. His 
bullies can easily bludgeon a single constitu- 
ency. But he faces a nationwide, direct presi- 
dential election next year, and it will be 
harder to intimidate the whole country. 
St 
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EUROPE 


Permanent revolution for 


Europe’s Union? 


BRUSSELS 


The European Union is still bent on ambitious changes that would alter its 
very nature. Can they be achieved all at once? 


T SEEMS unlikely that there are many 
Trotskyites in the bowels of the European 
Commission in Brussels. Yet the European 
Union seems to have become addicted to a 
e version of Trotsky’s doctrine of “permanent 
revolution”. In the course of this year, the eu 
will try to tackle three vast and radical tasks 
all atonce. 

First,on January ist 2002, Europe's single 
currency will at last start circulating as notes 
and coins among some 302m people in 12 of 
the Union’s 15 countries. Second, the eu will 
make a big push in its drive to (nearly) double 
its membership within five years. Third, a 
debate about writing a constitution for the 
Union will get going in earnest, in the hope of 

finally settling the division of power be- 

t tween the £u, its nation-states and Europe’s 

` regions, Each of these tasks is big enough on 
its own; setting about all at once, when each 
hasimplications for the other, isa bit like try- 
ing to ride a monocycle on a tightrope while 
doing a spot of juggling at the same time—a 
hard act, but not impossible. 

Romano Prodi, the head of the European 
Commission, says that these days the com- 
mission feels more and more like a govern- 
ment. But the business of governmentin rich 
countries is conducted amid settled institu- 
tions. That is not the case for the commission, 
which conducts its day-to-day business 
against a backdrop of institutional arrange- 

“ments that are subject to constant negotia- 
tion and reinvention. 

That point was underlined this week, 
when the commission unveiled its. “work 
programme” for the year. Much of it is the 
sort of legislative and administrative busi- 
ness that would be familiar to national gov- 
ernments—to do with food safety, telecoms 
liberalisation, foreign aid, immigration and 
soon, But also on the agenda are those three 
matters that touch on the Eu’s very nature: 

_ launching the euro, enlarging the club, writ- 
inga constitution. 

The euro does not feature prominently 
in the commission’s programme, because 
individual governments and the European 
Central Bank in Frankfurt are mainly 
responsible for issuing the new notes and 
coins, But the Eurocrats know that the 
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smoothness or otherwise of the transition to 
the euro will deeply affect the way ordinary 
people think about the ev. The disappear- 
ance of historic currencies such as the Ger- 
man mark and the French franc may be the 
single most tangible act of European integra- 
tion since the second world war. If all goes 
well, the euro will do a lot to 
promote the creation of a gen- 
uine pan-European con- 
sciousness among those in the 
euro-zone. 

If the euro’s introduction 
goes badly, controversy and bad 
blood will spread across the Un- 
ion. And problems there may well 
be. The logistics boggle the mind: some 14.5 
billion bank notes and 56 billion coins will 
have to be distributed. National notes and 
coins will continue as legal tender, alongside 
the new currency, for two months after Jan- 
uary 2002, as people try to get used to think- 
ing in two currencies. There will, at the very 
least, be irritation, if not confusion. Yet offi- 
cials in Brussels sound oddly relaxed. Since 
the euro has already existed for two years, al- 
beit not in people’s pockets, many of them 
seem to be treating it as yesterday’s issue. 


They can’t stop thinking 

That may be because these days it is the con- 
stitution and enlargement that are making 
Eurocrats scratch their heads most vigor- 
ously. At the zu summit in Nice in Decem- 
ber, its 15 current members expressed the pi- 
ous hope that East European countries 
wanting to join would be able to take part in 
the next elections to the European Parlia- 
ment, in 2004. Yet, though the practical diffi- 
culties of inducting newcomers such as Po- 
land remain formidable, and though many 
of the hard issues, such as farm reform and 
the free movement of labour, have yet to be 
dealt with, most officials in Brussels seem to 
believe that “enlargement is inevitable”. 

A small industry has already grown up 
around the issue: the commission regularly 
issues check-lists of how each aspirant 
country is progressing in various respects; 
bevies of negotiators are working to narrow 
the differences. This kind of institutional 














momentum has a remorseless logic of its 
own. The Swedes, who hold the gu’s six- 
month rotating presidency until June, are 
striving to push things along. 


For their part, the Belgians, who willhold 


the agenda-setting presidency in the second 
half of the year, are likely to insist that Eu- 
rope needs a new constitutional settlement. 
Since the Belgians have always been keen - 
integrationists, a debate chaired by them 
may be uncomfortable for more Eurosceptic 
countries like Britain. In July the commission 
itself will make its first formal contribution 
to the constitutional debate, with a “white 
paper” of proposals. Unsurprisingly, this is 
likely to suggest more powers for the com- 
mission, in particular over policies that now 
come under other bits of the Eu. 

For instance, the commission wants 
more say in current attempts to forge a joint 
foreign policy. This now falls under the aegis 
of the Council of Ministers, where decisions 
are made by national governments in con- 
cert. The commission’s morale in this debate 
has been lifted by Gerhard Schroder, the 
German chancellor (see next article). 

In addition, a renewed tussle can be ex- 
pected over the locus of power in two par- 
ticular areas: taxation and defence. The com- 
mission is soon to issue a “discussion 
document’ on the future of the ev’s taxation 
policy. This is being widely advertised in 
Brussels as a pragmatic retreat from plans for 
wide tax harmonisation within the Union. 
But the desire among Eurocrats for more 
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BRUSSELS 


ERMANY has rarely, if ever, been seen 

as the natural guardian of the smaller 

of Europe’s countries. But as other £u 
countries monitor the wobbling Franco- 
German relationship, some of the “smalls” 
are now looking to Germany to safeguard 


the “bigs”, and those wary of deeper inte- 
gration within the £u, including Britain, 
Spain and some Scandinavians, are 
alarmed by a new spate of enthusiasm in 
Berlin for “ever-closer union”. 

This changing mood, perhaps even a 
shifting of the balance of power, within the 
Union particularly bothers the French— 
hence the special dinner in Strasbourg this 
week where Gerhard Schroder, Germany’s 
chancellor, and Jacques Chirac, France’s 
president, were meant to kiss and make up 
after their horrid falling-out at last Decem- 
ber’s eu summit in Nice. 

It was at Nice that many of the club’s 
smalls got twitchy. Both the Portuguese 
and the Belgians threatened to walk out in 
protest against treaty changes that in- 
creased the voting power of the bigs. In the 
past, the smalls have looked to the £u insti- 
tutions to help prevent the bigs from push- 
ing them around, with the European Com- 
mission in Brussels ensuring that Eu 
policies and laws were made and applied 
impartially. And small countries had 
many more votes in the European Council, 
which brings ministers from national gov- 





their interests. At the same time, some of 


Nice Uncle Gerhard and the little ‘uns 


ernments together, than the size of their 
populations merited. 

No longer. The voting power of small 
countries, though still disproportionately 
large, has been diluted a little. And the 
commission has been on the defensive, 
under the shaky leadership of Romano 





Prodi. At Nice, Mr Chirac seemed to go out 
of his way to humiliate Mr Prodi, the small 
countries’ presumed guardian. One small- 
country ambassador says that in recent 
months, “I really came to fear that the 
French, Germans, British and Spanish just 
wanted to sideline the commission and 
run the eu through a directorate of big 
countries.” 

Many smalls were therefore reassured 
last month when Mr Schroder attacked the 
“inter-governmental method” (£u jargon 
for big countries stitching things up) and 
said that the European Commission 
should stay strong. He also called for an 
ambitious new bout of institutional re- 
forms, including a “basic law” (ie, a con- 
stitution) for the £u. Mr Prodi and his com- 
missioners were delighted, along with the 
governments of Italy, Belgium and most of 
the smaller countries, 

Britain, as ever, is uneasy. Sweden and 
Denmark are cautious too, since they have 
their own Eurosceptical populations to 
deal with. Spain, conscious of being one of 
the bigs, may also be wary of more integra- 
tion. And the French, though still fond of 
high-flown Euro-rhetoric, have become 
increasingly wary of the commission, since 
they no longer regard it as their creature. 

So Germany is at the Union’s pivot, 
now that Mr Schréder, once viewed as 
Eurosceptical by German standards, is 
sounding keener on integration; his foreign 
minister, Joschka Fischer, has long been 
dead keen. Most of the smalls seem happy 
to trot along under Germany’s reassuring 
wing. How long will it last? 








integration across the board is still almost in- 
stinctive; many still talk of “harmful tax 
competition”, and would still like to narrow 
big differences in members’ corporation-tax 
rates. The scope for rows remains large. 

Another ticklish topic which caused a 
stir at the end of last year, the EU’s attempts to 
launch its own defence arm, has been laid 
aside for the moment. But the twitchiness it 
aroused still lingers. In particular, the rela- 
tionship between the £u’s proposed “rapid- 
reaction force” and NATO is yet to be worked 
out. France still wants the £u to have its own 
wide-ranging military planning capability. 
Turkey, a member of nato but notof the Eu, 
is still reluctant to let the Union have access 
to the Alliance’s facilities. 

Advocates of a tighter £u used to argue 
that “widening” the club (by bringing in new 
countries) could happen only if it were also 
“deepened” (by fostering the “ever-closer” 
political union of those already in), The Eu’s 
current leaders seem to have convinced 
themselves that this is still so—and that the 
two processes are actually linked. In 2001, it 
may become plainer whether they are right. 
E 
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Germany 


A new type of farming? 


BERLIN 


Consumers are in a panic in Germany, and farmers in despair, over 
mad-cow disease. The new, Green food-and-farming minister plans 
eco-friendly reforms for the whole farming industry 


ARMERS and consumers alike in Ger- 

many have caught mad-cow disease— 
that is, panic about it. Bad news for the Euro- 
pean Union’s second-biggest agricultural 
producer (and subsidy-eater), but not alto- 
gether bad forothercountries. The spreading 
BSE crisis, which has chopped zu beef con- 
sumption by 27% in the past three months 
and sent prices tumbling, is concentrating 
minds on the £v’s farm policy as it prepares 
for eastward expansion and fresh world- 
trade talks. 

The first BsE-afflicted cow was found in 
supposedly safe Germany in November. 
Only 24 more have so far been confirmed. 
But beef-eating has fallen by more than a 
half, prices by over a third. One German in 


three has given up eating beef entirely. Three 
in four say they are worried—compared 
with one in ten in Britain, where 180,000-odd 
infected cattle have been found. Germany’s 
former health and food ministers have paid 
with their heads. 

Ever adept at making a virtue of neces- 
sity, Chancellor Gerhard Schröder has 
pounced on the crisis to announce a com- 
plete reshaping of Germany’s farm poli- 
cies—and so to boost his image as a reformer. © 
From now on, consumers’ interests, not 
farmers’, he says, are to be put first. He has 
appointed a Green—Renate Kiinast, a 
woman with no previous links with farm- 
ing—to head a revamped ministry responsi- 
ble for consumer protection, food and agri- 
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culture, in that order. Intensive farming is 
out; environment-friendly and organic 
farming in. The yearly DM11 billion ($5 bil- 
lion) of subsidies dished out to Germany’s 
farmers—who number 420,000, less than 
half of them full-time—are to be redirected 
accordingly. The “howls of protest” the 
chancellor predicts from the powerful farm 
lobby are, he says, to be strictly ignored. 

Hitherto, Mr Schroder has shown no 
more interest in environmentally-friendly 
farming than any of his predecessors. Like 
them, he wanted as much produced as 
cheaply as possible, little matter how it was 
done. Under the Eu’s “Agenda 2000” farm re- 
form, approved during Germany’s presi- 
dency of the Union two years ago, govern- 
ments are allowed to use up to a fifth of the 
direct farm aid they receive from Brussels to 
promote environmentally-friendly farming 
and rural development. Yet Germany had 
shown little interest in this. 

Now Miss Kiinast plans to use these 
funds to boost organic farming, which is 
practised on less than 3% of Germany’s 
farmland today, to 10% within five years (as 
already in Austria, though in most Eu coun- 
tries the figure is more like 1%). By 2010, Miss 
Kunast hopes to see organic foods hold 20% 
of the market, but she accepts this may be the 
limit for foods that are today—and probably 
will remain in future—far more expensive 


than the products of conventional farming. 

Even if her hopes come true, organic 
farming cannot cure all farm ills, so much of 
her energy will still be directed at making 
things better on ordinary farms. How? The 
details of her ideas will be revealed on Feb- 
ruary 8th, but proposals already put forward 
include linking farm subsidies to far stricter 
environmental and animal-welfare stan- 
dards; more aid for smaller farms, and less 
for larger, supposedly more intensive, ones; 
a new national food-safety agency; and a 
new national food-quality labelling scheme. 
The government will also stop supporting 
research into genetically modified crops. 

Meanwhile, the government is strug- 
gling to contain the threat of a sse epidemic. 
It has introduced mandatory sse tests for all 
cattle from the age of 24 months, instead of 
the Eu’s latest requirement of 30. And despite 
widening demonstrations by angry farmers, 
it continues to insist that wherever a single 
mad cow is found, the whole herd must im- 
mediately be slaughtered. 

Miss Kiinast has also reluctantly agreed 
to go along with £u plans to buy and destroy 
some 400,000 healthy German cattle, despite 
her own strong “ethical reservations”. The 
aim is to get rid of up to 2m beasts across the 
EU, and so to stabilise prices. But even this 
may not be enough. The Eu’s farm commis- 
sioner, Franz Fischler, this week described 
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..and whose fields are greenest? 
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the state of the beef market as “alarming”. 
The sse crisis was, he said, threatening to 
stretch the Eu’s budget to its limits; beyond 
them, his officials later added. 

He had earlier strongly backed Miss Kii- 
nast’s efforts to promote environmentally- 
friendly reforms, saying that when subsidies 
were used to protect animals or the environ- 
ment rather than support prices, there 
should be “no problem” at the World Trade 
Organisation. (Whether American livestock 
farmers will see things that way is another 
matter.) So such a switch could be in farmers’ 
interests, said Mr Fischler; Miss Kiinast 
would “not have to break down doors in 
Brussels”, he declared. “They are already 
wide open.” 

a 





France 


Strike to retire 


PARIS 


HE demonstrations have an almost rit- 

ual quality: by their hundreds of thou- 
sands, workers pour on to the streets of 
France’s main cities, wave banners, shout 
slogans, block traffic and then, after a good 
day out, go home, confident both of their 
bargaining power and of their popular sup- 
port. Last week, the battle was in defence of 
pensions and the present retirement age; this 
week, the cause was more pay for the public 
sector. Only occasionally does the festive air 
turn nasty, as in Lille last week, when de- 
monstrating firemen came to blows with the 
police, and a protester lost his right hand 
picking up a police tear-gas grenade. 

But, tactics aside, what are the griev- 
ances? France has one of the rich world’s 
largest public sectors: some 5.4m people— 
about a fifth of the workforce—are em- 
ployed by the state. Their average monthly 
salary after all deductions is a bit more than 
FFri2,000 ($1,700). If the government has its 
way, the public-sector unions will accept an 
initial 0.5% increase in the first year of a deal 
covering the years 2000-02. However, the 
unions, citing a loss of purchasing power in 
the late 1990s, are demanding annual in- 
creases of up to 3%, including a 1% bonus for 
last year. In reply, Michel Sapin, the civil-ser- 
vice minister, argues that a rise in the previ- 
ous wage deal, signed in 1998, has actually 
put real incomes up. 

However complicated the arithmetic, 
some sort of equation is sure to be worked 
out soon. For all that France’s Socialist-led 
government has been urged by the Euro- 
pean Commission to trim its budget deficit, 
the political fact of life is that next month 
France will hold local elections whose re- 
sults will be seen as an omen for next year’s 
parliamentary and presidential polls. 
Clearly, Mr Sapin and his colleagues will 
soon want to curry the workers’ favour, 
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BOLOGNA 


ITH three months to go before its 
general election, Italy is turning into 
Saddam Hussein’s Iraq. Not in terms of 
freedom or variety, just visually. For Italian 
cities these days are peppered with enor- 
mous posters of the rival leaders, Silvio Ber- 
lusconi (for the right) and Francesco Rutelli 
(for the left). All each one shows is the great 
man’s benevolent face, plus a short slogan. 
In Bologna’s Viale Togliatti, you can count 
six Berlusconis and three Rutellis. 
Prehistoric, as poster politics goes? 
Mussolinian, say oldies who recall the slo- 
gans spread hugely over walls and roofs in 
il Duce’s days. Whatever it is, Italians are 
enjoying it. The campaign promises to be 
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That’s Italian poster politics, signori 


both boring (Mr Berlusconi is way ahead) 
and bitter (the left hates losing). So have a 
bit of fun: rewrite the posters on the In- 
ternet, and spread the result around. 

Mr Berlusconi began plastering Italy 
with his face months ago. Benign and with 
hair added, he now beams across squares 
and bridges, along roads and railway lines. 
The slogans are basic: Meno tasse per tutti 
(Lower taxes for everybody), or Citta più 
sicure (Safer cities). Not so the costs: one 
poster in prime positions across Italy’s 
main cities costs a billion lire ($480,000). Mr 
Berlusconi can afford it. According to Mr 
Rutelli, the right plans to spend 200 billion 
lire (30 billion is its own figure) in the cam- 





paign; the left, he moans, cannot raise even 
20 billion. 

Soon, though, voters started to edit the 
posters on the Internet. They began dress- 
ing up Mr Berlusconi as Superman, a gladi- 
ator, the pope. Meno tasse per tutti became 
Meno tasse per Totti (Francesco Totti is AC 
Roma’s best-loved football player). A 
long-haired, hippie-looking candidate 
pledged to “help the bald”, while Citta pin 
sicure came with a picture of Mr Berlus- 
coni, who faces tax and other problems in 
court, behind bars. The man credited with 
starting the craze, a 38-year-old interpreter 
called Max Bernardini, who says he is a 
communist, has become a celebrity. His 
website had 1m-plus visits in 100 days. 

At this point, Mr Berlusconi decided to 
beat the mockers by joining them. On his 
Forza Italia movement’s website, he 
launched a competition for the funniest 
poster, and promised to deliver the award 
in person. He may even have to award it to 
himself for his latest poster, whose slogan 
is, “A working-class president to change It- 
aly”: Mr Berlusconi is one of the country’s 
richest men. On the left, Mr Rutelli decided 
to plunge into his (half-empty) campaign 
coffers to have megaposters of his own. 

Should red-blooded voters find it all 
too civilised, others have stepped in. A 
website has launched “Virtual Bashing”, 
where visitors can beat up Messrs Rutelli 
and Berlusconi, whichever they choose, 
for a minute. Mr Berlusconi is ahead there 
too: 57% of all punches have been landing 
on him. 
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rather than stoke their anger. And in any 
event the difference between the two sides is 
hardly enormous: the unions’ demand for a 
readjustment of last year’s salaries would 
mean an additional cost to the French trea- 
sury of some FFr3 billion. 
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Would that the basic arithmetic at the 
root of last week’s demonstrations over pen- 
sions could be so easily fudged. Unfortu- 
nately, it has suddenly become more diffi- 
cult with the decision of two big companies 
(Suez Lyonnaise last week, Bouygues this) 
not to buy “third-generation” mobile-phone 
licences from the government. 

This will deprive the state of some FFr65 
billion, money that had been earmarked 
over the next few years to build up the pen- 
sion system’s reserves. That will, in turn, 
pose a painful political problem, since at the 
moment France’s pensioners enjoy virtually 
the same standard of living as the popula- 
tion as a whole. How can France keep up that 
standard? 

Today, each retired person’s pension is 
paid for by the contributions of 1.7 workers. 
But within 40 years the burden will have to 
be borne by one worker alone, as the num- 
ber of French men and women over 60 (the 
normal retirement age, with cosseted earlier- 
retiring exceptions for such people as train- 
drivers) goes up from a fifth of the popula- 
tion to a third. Clearly, something must give. 
But what? 

The answer from the bosses’ association, 


Medef, whose members employ around 
14.5m workers, is to lengthen a worker’s ca- 
reer and so the amount of his contributions. 
To back up its idea, Medef has stopped pay- 
ing its share of contributions into a fund that 
helps finance private-sector pensions for 
those between 60 and 65. In theory, from 
April some pensioners will find their income 
cut by 22%. 

In practice, it will surely not come to that 
For one thing, last week’s demonstrations 
have already softened the resolution of Me- 
def’s president, Ernest-Antoine de Seilliére. 
His original idea was that a working life 
should be lengthened by 2023 to 45 years. At 
the moment, thanks to a reform in 1993 
which set a deadline of 2003, it is moving 
from 37!2 years to 40. Now Mr de Seilliére, 
whose tough tactics have been criticised by 
many of his own members—not least Jean- 
Marie Messier, the boss of the Vivendi 
group—says 421 years will be enough. 

Meanwhile, the unions ask a clever 
question: if it is so important for France’s 
bosses to lengthen their workers’ careers, 
why have so many of them concocted 
schemes for early retirement? 
m 
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Turkey and the Armenians 


That controversial G—word 


ANKARA 


OR the growing number of Turks angry 

about the way the European Union treats 
them, it was a nightmare come true. On Jan- 
uary 30th, France’s President Jacques Chirac 
signed into law a bill passed earlier by his 
country’s National Assembly describing as 
“genocide” the massacre of Armenians dur- 
ing the closing years of the Ottoman empire. 

No sooner was the presidential ink dry 
than Turkey scrapped a $205m deal with a 
French company to modernise 80 Turkish 
military aircraft. The prime minister, Bulent 
Ecevit, spoke of “lasting damage to Turkey’s 
relations with France”. The usually equable 
foreign minister, Ismail Cem, called the 

- French measure “post-modern fascism, 
anti-Muslim and anti-Turkish”. French 
cheeses and wines have been struck off local 
menus, French flags burnt in the streets. An- 
kara’s mayor, Melih Gokcek, says that a 
monument dedicated to “Muslim Algerians 
massacred by French troops during their lib- 
eration war” will be erected near the French 
embassy by the end of February. 

Nobody should be surprised by the fe- 
rocity of the Turks’ response. Ever since Ata- 
turk founded the post-Ottoman Turkish re- 
public 77 years ago, the claim by many 
outsiders that 1.5m or so Armenians were 
systematically slaughtered by Ottoman 
troops in the years after 1915 has been dis- 
missed as propaganda. Turkish schoolchil- 
dren are taught that the Armenians, encour- 
aged by an invading Russian army in the first 
world war to rebel against their Ottoman 
rulers, killed and raped thousands of Turks. 
As many as 300,000 Armenians probably 
did die, goes the official line, but mainly from 
exposure and starvation caused by wartime 
conditions. Many western historians agree 
that a large number of Turks were killed by 
the Armenians, but reckon far more Arme- 
nians died at Turkish hands. 

v Not all Armenians are happy about 
what France has done. “What really hap- 
pened remains taboo,” says Hrant Dink, the 
editor of Agos, an Armenian-Turkish news- 
paper in Istanbul, “but calling it genocide 
serves no useful purpose.” Like others 
among Turkey’s 80,000 Armenians, who 
were granted minority rights under the 1923 
Treaty of Lausanne, Mr Dink thinks that 
France’s “ill-conceived action” could hardly 
have come ata worse time. 

It has clearly strengthened the hand of 

~ the assorted hawks in Turkey’s ruling classes 
who insist that the £u, though it has ac- 
cepted Turkey as a candidate for member- 
ship, is really a “Christian club” that wants to 
keep Turkey out. It will now be easier for 
these people to block the reforms—more free 
speech, tougher discipline for the police, get- 
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ting the army out of politics, a fairer deal for 
Kurds—which the £u wants from Turkey. 

No matter, the hawks retort. They be- 
lieve that Turkey’s military value to NATO, 
and its strategic spot at the crossroads of the 
Caucasus, the Balkans and the Middle East, 
are more important than any fussing about 
its present politics or its past actions. That 
was how President Bill Clinton persuaded 
his country’s House of Representatives in 
October to shelve a resolution similar to the 
French one. Turkey had hoped that Mr Chir- 
ac would do likewise. The matter may not 
end with France. The European Parliament, 
among several others—the Belgian Senate 
and the Russian Duma—has called on Tur- 
key to “recognise the Armenian genocide”, 
though all have stopped short of doing so 
themselves. 

Whether or not genocide will ever be ac- 
cepted as the right word, it is clear that what 
happened between Turks and Armenians 
80-plus years ago will not soon be forgotten, 
and will go on hurting Turkey’s relations 
with Europe. Yet there are ways in which the 


EUROPE 


Turks could try to repair the damage. 

They could, for instance, begin to mend 
relations with Armenia, the poor, land- 
locked little country to their east. Turkey was 
among the first to recognise Armenia when it 
declared its independence from Russia in 
1991. But war flared up between the Arme- 
nians and Turkey’s Muslim cousin, Azerbai- 
jan, over the enclave of Nagorno-Karabakh, 
whereupon Turkey slapped a trade embargo 
on Armenia. Nowadays Armenia’s 3m or so 
citizens depend largely on the generosity of 
the rich 5m-strong Armenian diaspora 
around the world. A renewal of trade with 
Turkey, and an offer of Turkish economic 
aid, might start to heal the wound. 

Better still, modern Turkey could have 
the courage to gaze into the Ottoman past, 
which would mean, among other things, let- 
ting historians have unrestricted access to its 
Ottoman archives. That might further reveal 
atrocities committed by Turks against Arme- 
nians. But it might also show that some Ar- 
menians, too, had bloody hands. “Turks and 
Armenians should be permitted to debate 
this painful matter freely here in Turkey 
among ourselves,” says Mr Dink. Then, per- 
haps, they can “apologise to one another 
and put the past to rest.” After which, Tur- 
key’s future too might brighten. 








MOSCOW 


WO terms good, four terms better— 

what comforting news for Russia’s 89 
regional barons, who are getting the right 
to serve eight more years in office, if re- 
elected. Liberal politicians, such as Boris 
Nemtsov, describe the new law, just 
passed by parliament, as “feudal”. They 
fear that President Vladi- 
mir Putin wants to lift the 
two-term restriction on 
the federal presidency too, 
perhaps in a revised con- 
stitution later this year. 

The more immediate 
worry is that entrenching 
the men (there are no 
women), many of whom 
have signally misruled 
Russia’s regions, makes re- 
form more distant. Docile 
media, intimidation and 
fraud mean that local incumbents have 
usually won re-election, unless faced with 
a very rich opponent or—more rarely—if 
they have truly annoyed the Kremlin. This 
week the governor in Taimyr, a desolate 
region of northern Siberia, was defeated 
by Alexander Khloponin, the general di- 
rector of Norilsk Nickel, one of Russia’s 
largest and most lucrative businesses. 





Russia's regional bosses can dig in 





But not Nazdratenko? 


+ 


But there are signs that Yevgeny Naz- 
dratenko, who runs the frost-bitten far 
eastern Maritime Territory in a spectacu- 
larly incompetent and heavy-handed 
way, may have finally exhausted the 
Kremlin’s patience. The governmentis air- 
lifting pipes there for expensive and 
embarrassing emergency 
repairs to the failing heat- 
ing system. After a stinging 
telling-off from Mr Putin, 
Mr Nazdratenko sacked a 
top sidekick and went off 
to hospital complaining of 
stress. That could mean an 
early retirement. 

Whacking individual 
governors is one thing, 
changing the system an- 
other. Mr Putin’s seven 
“super-governors”, ap- 
pointed in May to oversee the provinces, 
have so far made little difference. A new 
decree on their powers this week knocked 
them down the Kremlin pecking order. 
And a new law came into force this week 
to let the president, in extremis, fire gover- 
nors himself. So long as they stay clear of 
federal politics, Mr Putin seems happy to 
leave most of them alone—for now. 
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Vaclav Klaus, an unusually combative Czech 


Y ANY measure, Vaclav Klaus, who is both the Czech parlia- 

ment’s speaker and the leader of the country’s main opposi- 
tion party, is a most singular Central (please, not East) European. 
As finance and then prime minister, he ran a post-communist 
government for longer than any of the region’s counterparts, bar 
Slovenia’s. He achieved the rare feat of busting a country (Czecho- 
slovakia) in two, and staying in charge of the better half. He has 
been as ardent as any of post-communism’s free-marketeers, 
merrily accepting the label Thatcherite. More unusually for a Cen- 
tral European, he sounds more critical of the European Union than 
other mainstream politicians in the region. And though the poll- 
sters say that most Czechs dislike the adversarial, arrogant, clever 
Mr Klaus, the pundits in Prague, his country’s capital, think he still 
has achance of getting back into power. 

Born nearly 60 years ago, he has al- 
ways been contrarian. As a young 
economist (and international basket- 
ball player) who managed tosee a bit of 
the West, studying for a stint in Italy 
and then in the United States, he went 
against the Marxist grain. Along with 
Vaclav Havel, now his country’s presi- 
dent, he helped found Civic Forum, the 
group of dissidents who led the “velvet 
revolution” that ousted the commu- 
nists in 1989. That year he became Cze- 
choslavakia’s finance minister, rising in 
1992 to prime minister, a post he held 
(in the bigger and then, after the 
break-up in 1993, the smaller country) 
until 1997. 

In the early post-communist days, 
many Czechs found his bossy ways 
and the gusto with which he sold cap- 
italism just about tolerable—so long as 
the new order produced the goods. 
Alas, the capitalism that emerged was 
too much of the crony kind. Mr Klaus 
was not accused of personal self-en- 
richment, but his regime was stained 
with corruption. Privatisation was 
bungled, to the benefit of too few. Mr 
Klaus was too soft on the spivs who 
crowded round him. A splurge of scandals eventually brought his 
government down. 

How come, then, that he is still a force among Czechs, and may 
even come to influence £u politics? For one thing, he is not alto- 
gether out of power. After the last general election, he wangled a 
deal with the winning Social Democrats, led by Milos Zeman, who 
had failed to secure an outright majority in parliament. Mr Klaus’s 
lot agreed to let Mr Zeman’s run the show, provided that Mr Klaus 
became speaker, thereby entitling him to help set the legislative 
agenda. Now, as the Social Democrats begin to run out of steam, 
Mr Klaus and his core of friends, though still behind in the opinion 
polls, think they have a chance of getting back at the next election, 
due at the latest next year. Under the Czechs’ electoral system, all 
sorts of party combinations are possible—and Mr Klaus is a fero- 
ciously adept deal-cutter. 

For another thing, he thinks his Eurosceptical tone may start 
winning votes. Not that he is out-and-out hostile to the gv. A self- 
styled “Euro-realist”, he wants the Czechs to join it—and thinks 
that, along with the Poles, Hungarians and others, they will. But the 





Czechs, he says, should be far more combative in negotiation. 

Mr Klaus lauds the Union as a free-trade area, and he believes 
workers should be free to move across borders. But he is full of bile 
against Brussels, especially its bureaucracy. Under its malign guid- 
ance, the bringing together of Europeans has, he complains, been 
“non-genuine, non-spontaneous, non-evolutionary and there- 
fore artificial”. Moreover, Czechs are right to be sensitive about 
their sovereignty, after centuries under the yoke of Habsburg Vi- 
enna and then of Moscow. Why, he asks, should “business-class 
Eurocrats” presume to lord it over “economy-class Slavs”? Before 
joining the Eu, he says, the Czechs should have a referendum on 
the matter. This twitchier attitude is beginning to strike a chord in 
both Poland and Hungary. Indeed, in Viktor Orban, Hungary's ag- 
gressively right-wing prime minister, Mr Klaus may have Central 
Europe’s nearest thing to a soulmate. 

It is not certain that this Czech 
Gaullism, as Mr Klaus’s credo has been 
called, will win votes. Polls suggest that 
two-thirds of Czechs are keen for their 
country, without much ado, to join the 
Ev. Besides, say his opponents, Mr 
Klaus’s concern for the wishes of ord- 
inary Czechs is a bit rich, coming from 
the man who presided over the 
Czechoslovakian break-up without 
first bothering to test public opinion. 

But Mr Klaus thinks the Union 
may, in any event, be going his way. He 
rather liked the outcome of the Eu’s 
summit in December in Nice, where 
the club’s present members agreed to 
changes to let the newcomers in. What 
was particularly good, says Mr Klaus, 
was that the nation-statists appeared 
to fend off the “scheming federalists” 
who would “enforce an artificial unifi- 
cation of Europe”. While other aspi- 
rants complain about dates of entry, 
Mr Klaus is unworried: the sort of Eu- 
rope being built is what counts. 

Mr Klaus’s independent-minded 
nationalism manifests itself in other 
ways, too. He spoke out against the Eu 
countries’ diplomatic isolation of Austria after Jorg Haider’s far- 
right party joined a coalition government last year. And though 
keen on the Czechs’ new membership of Nato, he opposed the al- 
liance’s bombing of Serbia in 1999. 

At home, Mr Klaus’s tendency to get caught up in rows and po- 
litical shenanigans persists. Prague recently witnessed the biggest 
demonstrations since the velvet revolution, in protest against the 
appointment of a state television director said to be too matey 
with Mr Klaus. Most strikingly, Mr Klaus is at loggerheads with Mr 
Havel, once his ally against communism. Indeed, their mutual an- 
tipathy cuts to the heart of how a post-communist society—and 
how Europe in general—should evolve. 

Mr Klaus’s flinty vision of independent states, co-operating 
but certainly not melding, runs against Mr Havel’s consensual, 
welfare-conscious welcome of a cosier pan-European embrace. “I 
don’t believe what he says, what he stands for, what he does. 1 
don’t understand his civil society,” says Mr Klaus of his president. 
“For me it is an empty phrase...He is the most elitist person I have 
ever seen in my life. I am a normal person. He is not.” 
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BRITAIN 


The return of the 
bodysnatchers 


Last week revealed much about how the dead and their relatives are treated 
in British hospitals—and the worryingly different ways in which doctors and 


ordinary people think about death 


N AUTUMN 1999, the parents of infants 

who had undergone post-mortems at Al- 
der Hey children’s hospital in Liverpool 
learned that their children’s organs might 
have been illicitly retained by pathologists. 
The hospital then released patchy and unre- 
liable information about what exactly had 
been taken and from whom. Some of the 
parents have held several burial ceremonies 
for their children, many of whose organs 
were never actually used in medical re- 
search. Others expected to be given back 
snatched body parts, only to be told that 
they had been destroyed. 

This history of ghoulish malpractice and 
gross mismanagement at Alder Hey was 
known before the release of a report about it 
on January 30th. But, as the precautionary 
provision of extra security at the hospital 
that day intimated, there was worse tocome. 
The report revealed that between 1988 and 
1995, all the organs of all the children who 
had post-mortems at the hospital were sys- 
tematically stripped, on the instructions of 
Dick van Velzen, a pathologist. Mr van Vel- 
zen failed to obtain parents’ consent for 
these procedures, and lied to them and his 
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own colleagues, who in turn failed to stop 
him. Yet, though peculiarly zealous, he was 
continuing the hospital's existing tradition 
of organ retention. Alder Hey shares with the 
University of Liverpool the country’s largest 
collection of organs and other body parts, 
accumulated over decades; it includes the 
head of an 11-year-old boy. 

Despite its many, now eclipsed, virtues, 
Alder Hey has been justly excoriated. But a 
national audit of organ retention which ac- 
companied the main report disclosed that 
whilst that hospital’s stockpile is excep- 
tional, its methods were once commonplace. 
At the end of 1999 hospitals in England were 
storing 104,300 (mainly adult) body parts, or- 
gans, still-births and foetuses—though re- 
cord-keeping is generally so bad that the true 
figure could be higher. As at Alder Hey, these 
bits of the dead were often removed without 
the consent of relatives. Many hospitals sim- 
ply throw away such organs when they be- 
come redundant. This cavalier attitude con- 
trasts with that in the United States, where a 
more transparent (and litigious) medical sys- 
tem has forced doctors to get consent for re- 
taining body parts. 





In response to these inflammatory rev- 
elations, the government has promised to 
update the murky law governing the con- 
sent doctors need from relatives before a 
post-mortem. Some of the consent forms rel- 
atives have hitherto been asked to sign have 
used the term “tissue” to refer to everything 
from a sliver of fat to whole organ systems. In 
future, they will be told exactly what is being 
taken and why. Mr van Velzen is likely to be 
struck off the medical register, and could yet 
face criminal charges (he is already under in- 
vestigation in Canada). Some of the ag- 
grieved parents will now sue. And a com- 
mission has been established to oversee the 
return of organs stored across the country to 
relatives who care to claim them. 


Legislate in haste 


But this effort to re-distribute organs could 
end up generating more trauma than sat- 
isfaction. Likewise, the government's drive to 
dispel Britain’s paternalistic medical culture, 
which the secretive attitudes of pathologists 
has exemplified, will involve costs. 

The Labour government has already in- 
troduced a melée of measures to improve 
the regulation of doctors and increase their 
accountability to patients. Alan Milburn, the 
health secretary, wants doctors to place the 
interests of patients first. That general princi- 
ple is uncontroversial. But the fact that the 
Alder Hey scandal (and others like it) has 
come to light is itself evidence that the sort of 
change Mr Milburn is calling for is already 
happening. In the specific area of consent for 
post-mortems, new guidelines were re- 
leased to doctors and pathologists last year. 
The fact that many doctors have already 
mended their ways was lost amid last week’s 
tough ministerial rhetoric. That is hard on 
doctors; but the rights that patients and their 
proxies are now to be accorded will have 
consequences for these people as well. 

Ministers want the relatives of post- 


























BRITAIN 


mortem subjects to be told, in effect, every- 
thing. Many of the Alder Hey parents say 
they would have donated their children’s or- 
gans to research had they only been asked to 
do so. And with good reason: the report ac- 
knowledged that there are more than 1,600 
children alive who would have died but for 
the advances made at Alder Hey. Yet doctors 
report that the more information given to 
relatives about a post-mortem, the less likely 
they are to agree to it. Professor John Lilley- 
man, president of the Royal College of Pa- 
thologists, says there is already evidence of a 
decline in the number and thoroughness of 
autopsies, because of the scandal. Sharing all 
the grisly details could turn the recent dip in 
post-mortems into a permanent and da- 
maging decline. 


Dealing with the dead 


One obvious inference from all this is that 
medical professionals and grieving relatives 
have very different attitudes towards dead 
bodies. That was made clear earlier in Janu- 
ary, when the chief executive of another 
hospital was forced to resign, after a photo 
was published of bodies being stored on the 
floor of his hospital’s chapel. Politicians 
complained loudly about the neglect of the 
dead in British hospitals. These anxieties are, 
in a way, irrational; but they reflect the odd 
status of death in modern Britain. 

As in other western countries, in Britain, 
death, once a communal, familiar domestic 
event, now largely takes place in hospitals. 
Cremation has grown in Britain more swiftly 
than in other countries, in part from geo- 
graphical necessity. The habit of exhibiting 
bodies before a funeral, still common in- 
other countries, has declined. Britons have 
become ill-equipped tocontemplate bodies, 
as recent events have obliged them to. 

Meanwhile, some very old ideas about 
the dead, which sit uneasily with modern 
science, have persisted. In the 18th and 19th 
centuries, dissection was considered a dis- 
grace to its subject; legally, it only happened 
to criminals or, later, the poor. But people 
also worried about it because they believed 
it was important for bodies to remain intact. 
That attitude is alien to modern doctors. Lord 
Winston, professor of fertility at Imperial 
College, says that doctors conducting post- 
mortems in the 1970s would never have con- 
sidered a body incomplete because a bit of it 
had been retained. 

But the idea that bodies ought to be re- 
spected and preserved evidently persists 
among people outside the medical profes- 
sion. This attitude is problematic, not least 
because it in part has led to the growing 
shortfall in organs made available for trans- 
plants (see chart on previous page). And this 
discrepancy between popular and medical 
attitudes to death also helps to explain why 
the events at Alder Hey occurred, and why 
they have proved so painful. 
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The Mandelson affair 


The worm turns 


Peter Mandelson has little hope of rehabilitation, but he can still damage the 


government 


ELL hath no greater fury than a cabinet 

minister whose career lies in ruins. Pe- 
ter Mandelson’s bid for rehabilitation after 
his forced resignation on January 24th over 
his intervention in the citizenship applica- 
tion of two Indian businessmen has little 
chance of success. But the former Northern 
Ireland secretary’s determination to prolong 
the affair is likely to damage the party whose 
new image he helped to create. 

Mr Mandelson’s friends, with an eye to 
French history, are calling it a second “Drey- 
fus affair”, but it seems less than heroic to 
voters. A poll has shown that Labour is now 
seen as even more “sleazy” than the Conser- 
vatives. According toan Nop survey, 49% be- 
lieve that Labour politicians “give the im- 
pression of being very disreputable”, 2% 
more than the Tories. That reverses the posi- 
tion before the last election, when the Tories 
were seen as “sleazy” by three times as many 
as Labour. 

The story will rumble on 
at least until later this month, 
when an official inquiry re- 
ports on how two Hinduja 
brothers were granted citi- 
zenship. Headed by Sir An- 
thony Hammond, a former 
treasury solicitor, the inquiry 
will also be looking at the ac- 
tions of the foreign office 
minister, Keith Vaz, who has 
admitted lobbying on behalf 
of the brothers. Home Office 
ministers are confident that 
the inquiry will show that the 
application was dealt with 
properly and in accordance with estab- 
lished procedures. But the Conservative op- 
position’s front-bench team achieved an 
easy headline by pointing out that m16, Brit- 
ain’s secret service, had serious reservations 
about the Hindujas’ application, in view of 
the ongoing investigation into bribery 
charges against them in India. 

Mr Mandelson has hired Goldsmiths, a 
law firm, to represent his interests in the in- 
quiry. It has written to newspaper editors 
warning them against repeating allegations 
that the former minister lied. But as several 
members of the cabinet are on record as say- 
ing just that, Mr Mandelson will have an up- 
hill struggle seeking to clear his name. One 
profitable avenue now opening up is auto- 
biography. Publishers are queuing up to get 
the inside story. One offer is said to be worth 
£500,000 ($700,000). 

Mr Mandelson’s friends, who are con- 
ducting his defence while he takes a holiday, 
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say that he was subjected to a kangaroo 
court composed of Jonathan Powell, the 
Downing Street chief of staff, Sir Richard 
Wilson, the cabinet secretary and the Lord 
Chancellor, Lord Irvine of Lairg. It is this 
powerful triumvirate who advised Mr Blair 
that Mr Mandelson’s convoluted story did 
not add up. Mr Mandelson originally said 
that he played no part in contacting the 
Home Office; but he was expressly warned 
by the home secretary, Jack Straw, only three 
days before the row broke that there was a 
record of a telephone call between him and 
Mike O’Brien, the junior home office minis- 
ter. When Mr Mandelson was asked on tele- 
vision why he had forgotten this conversa- 
tion with Mr O’Brien, he replied: “There’s no 
question of my forgetting about anything. I 
was not asked [about it] until today.” 

There appear to be only two explana- 
tions for Mr Mandelson’s bizarre behaviour. 
The first is that he genuinely 
forgot what the home secre- 
tary told him about the con- 
versation with Mr O’Brien. 
Given that the call from Mr 
Straw was so recent, that is a 
charitable verdict. A much 
harsher one is that Mr Man- 
delson simply panicked 
when pressed by journalists, 
and decided to give a less 
than truthful answer from 
which he subsequently 
could never escape. Derek 
Draper, his former aide, says 
that his old boss is by tem- 
perament a gambler and 
probably thought he could get away with it. 

Whatever the outcome of the inquiry, 
Mr Mandelson’s political career is almost 
certainly at an end. But his departure will 
have an impact, over and above a few weeks 
of excruciatingly bad publicity for the party 
he has spent his life supporting. 

The key relationship in this government 
is that between the prime minister and the 
chancellor. Mr Mandelson’s departure can 
only help improve this sometimes strained 
relationship. His determination to make 
waves on areas outside his brief, in particu- 
lar Europe, was a perpetual irritant to the 
chancellor. The fact that the prime minister 
had put both of them in charge of Labour’s 
election campaign guaranteed a flood of sto- 
ries about rows between them in the run-up 
to the election. Politics and journalism will 
be duller without Mr Mandelson; life within 
the cabinet may be calmer. 

E 
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Norfolk 


The Hamptons, only colder 


CLEY 


North Norfolk is the latest place to benefit (and suffer) from the outflow of 


money from London 


OR many years the East Sussex coast was 

the favourite bolt-hole for those cosmo- 
politans weary of the hectic pace of London 
life. This was where the artists, writers and 
economists of the Bloomsbury Group 
bought their cottages in the 1920s and 1930s. 
Fora time the Cotswolds, to the west, were in 
vogue, but succumbed long ago to the stifling 
embrace of mass-tourism. But now London- 
ers have discovered a new retreat, the North 
Norfolk coast. And the locals don’t really 
know what has hit them. 

As the Hamptons of Long Island are to 
the rich, upper-middle-class elites of New 
York, so the 50 miles of the North Norfolk 
coast is rapidly becoming the same to those 
of modern London. It is easy to see what has 
drawn people here. Cold it may be, but it of- 
fers many of the same advantages as the 
Hamptons: sandy beaches, clean air, pretty 
villages, lots of seafood and beautiful scen- 
ery. It is also fairly close to London, three 
hours by car. And, until recently, compared 
with the Cotswolds or Sussex, it boasted a 
good stock of comparatively cheap flint cot- 
tages to buy and if necessary to convert. In 
other words, everything one could want fora 
weekend break. 

The area has traditionally been quiet, 
but never poor. Families have been coming 
to Norfolk for generations. But during the 
1990s, they were followed by an influx of 
what the locals called “incomers”, mainly 
from London, who had done well out of the 
prolonged economic upturn. And in the past 
two or three years this influx has turned into 
a stampede. North Norfolk is now the fash- 
ionable place to be. 

One obvious sign of this bubble of inter- 
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est is the rapid house-price inflation in the 
area. It has probably the hottest local market 
outside London, with some absurd prices to 
match. An independent estate agent, 
Marsh’s, in Holt, estimates that in the past 
three years prices for the best properties 
have risen by 50%, everything else by at least 
25%. Larger cottages now go for over £300,000 
($440,000). A derelict, semi-detached cottage 
on a main road, needing about £80,000 of 
work, recently sold for £128,000 within two 
days of going on the market. To say nothing 
of the beach-huts for £12,000. 

Marsh’s reports that 75% of its inquiries 
come from outside Norfolk, mainly from the 
south-east. But interest has recently gone 
global. An Indonesian developer has bought 
a string of cottages to let. At these prices only 
the seriously rich can now afford to move in. 
Recent arrivals include the former prime 
minister, John Major, who has bought a 
£400,000 bungalow, and Caroline Quentin, 
acomedienne. 

Many of the cottages have been sold as 
second homes, although some families are 
coming to live permanently. They are partly 
encouraged by the existence of nearby priv- 
ate schools at Holt, such as Gresham’s. 

The sudden arrival of new wealth has 
transformed many of the old villages along 
the coast. Take Cley, with its eye-catching 
windmill. One long-time resident estimates 
that half of the village’s 200 houses are now 
second homes. Young professionals have 
also been buying up cottages to work from, 
and commute to London a couple of times a 
week. With such a drop in permanent resi- 
dents, in the past five years the two general 
village stores have closed, and the post office 
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is on half days. Instead, Cley can now sup- 
port a thriving delicatessen shop, with gour- 
met foods which would look more at home 
in Notting Hill Gate. John Prior, the shop’s 
owner, opened “Picnic Fayre” in 1984, but he 
says that itis only in the last few years that he 
has been able to sell the most up-market 
products. Last year was his best so far, by a 
considerable margin. 

Burnham Market, now known locally as 
“Burnham mark-up”, is the most prosper- 
ous of the local villages enjoying the new 
wealth. It is also the social centre of the new 
Hamptons, with shops full of designer shoes 
and dresses for the summer season. Anna’s, a 
designer boutique, has a branch in London, 
rather than the other way round. And, if 
anything, the Burnham Market shop takes 
more money than the London branch. Butas 
the supply of flint cottages has dried up, so 
the incomers have spread east along the 
coast to Cromer and south, to Fakenham, 
forming a sort of golden triangle. 

The locals look on all this with a mixture 
of awe and trepidation. According to the lo- 
cal council, despite the fact that the total 
population has been increasing in recent 
years, the indigenous population is still fall- 
ing. Some feel that they have now been 
priced out of their own birthright. Locals, es- 
pecially the young, have to make do with the 
modern houses, and even these can be very 
expensive due to the tight planning restric- 
tions in an area officially designated as one 
of “outstanding natural beauty”. 

The council has spent £1.2m revamping 
the centre of Fakenham, hoping to make this 
crumbling old market town a more attractive 
place to live in. It also wants to encourage the 
incomers to spread their wealth more 
widely, not just in out-of-town supermar- 
kets and delis. But the council admits it is 
only just beginning tocome to terms with the 
area’s sudden success. Its best hope may be 
that North Norfolk can hang onto the last 
vestiges of its previous obscurity. And that 
the roads from London do not improve. 

a 
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ERE'S cheek for you. In this space last week, Bagehot had in- 

tended to write about what the Tories would do to public 
spendingif they won the comingelection. To this end, your colum- 
nist spent several eye-glazing hours crunching numbers some- 
where in the House of Commons with a horribly numerate senior 
Conservative. But, of course, the article never appeared. As The 
Economist went to press, British politics was up-ended by the res- 
ignation of the Northern Ireland secretary, Peter Mandelson. His 
mysterious implosion drove pedestrian topics such as taxing and 
spending from most minds and headlines. 

Now whoever was responsible for the Mandelson affair, it was 
not the Tories. They confined themselves to the usual business of 
kicking an enemy when he was al- 
ready down. So it was a bit rich this 
week when the prime minister ac- 
cused the Conservatives of deliber- 
ately distracting attention from seri- 
ous policy matters. Indeed, on 
January 30th, Tony Blair spent two 
and a half hours in a “political cabi- 
net” (an aeon by the standards of his 
usual cabinets) telling his remaining 
ministers to keep their focus on pol- 
icy, because the Conservatives were 
deliberately trying to “close down 
the policy debate”. The prime min- 
ister is said to believe that the Con- 
servative strategy is to discourage 
voting in the next election by tum- 
ing people off politics and fanning 
“cynicism and apathy”. He, need- Uia 
less to say, remains sturdily focused fint ae 

. i muas 
on “the things that matter”. And to AL oe 
prove this, it now emerges that the umuma j! 

r A ts i fi 7 Hi 
government will shortly be produc- NU ae 
ing comprehensive new policy pa- ttt 
pers on education, crime, high tech- 
nology and culture. 

Can’t wait. But it would mean- 
while be wrong to ignore what the 
Conservatives were saying just be- 
fore they were interrupted by those 
discordant noises from Labour’s 
high command. For the Labour line until then, you may remem- 
ber, was not that the Tories were avoiding policy debate. On the 
contrary: Labour was accusing the Tories of having a very wicked 
policy indeed. They intended to “cut” £16 billion ($24 billion) of 
public spending between 2001 and 2004 if they won the election. 
They had no idea how they would do so, claimed Alistair Darling, 
the social security minister; Tory sums had been done “on the back 
of an envelope” and did not add up. But it was plain that public 
services would be cut to smithereens if they were elected. 

Or they would, if the Conservatives really did intend to reduce 
public spending by £16 billion. But they say they do not. Indeed, 
they have no plans to reduce public expenditure at all. Michael 
Portillo, the shadow chancellor, promises to increase it. The differ- 
ence is that Mr Portillo says that Gordon Brown, the real chancel- 
lor, is wrong to promise that he can continue to increase spending 
at a faster rate than the economy is growing without raising taxes 
or borrowing. So the Conservatives have adopted the Treasury's 
conservative guess that the economy will grow at 2.25% a year. In 
order to align increases in public spending with this trend within 
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the next three years, a Conservative government would therefore 
increase annual spending from a present £372 billion to £435 bil- 
lion by 2003-04, compared with the present government's plan to 
increase spending (or “investment”, as Mr Blair has taken tocalling 
it) from £372 billion to £443 billion. This means that the Conserva- 
tives would indeed increase spending by less than Mr Brown has 
promised. But itis only £8 billion less. And itisno “cut”. 

Just to remove any misunderstanding, the Tories are not only 
making promises about the total amount by which they will in- 
crease spending. They accept that if they won an election in May 
they would have to stick by Labour’s spending plans for their first 
year. (Labour, remember, stuck by John Major’s for two.) And they 
also promise to match the govern- 
ment’s spending promises .on 
health, education, defence, policing 
and transport. Labour retorts that if 
the Tories refuse to touch those ar- 
eas, they will never manage to 
prune £8 billion, let alone £16 bil- 
lion, from the areas that are left. But 
the Tories have now produced de- 
tails of how they think they could: 
£1 billion here by reducing social- 
security fraud, £1.8 billion there by 
reducing government bureaucracy, 
£425m by reforming housing bene- 
fit, and so forth. They also have 
some ideas the government calls 
“gimmicks” (but remember Mr 
Brown’s windfall tax), such as pri- 
vatising Channel 4 and endowing 
the universities so that they are no 
longer financed by the state. 

Naturally, there is room for 
doubt about how successful such 
ideas would be. Fraud and bu- 
reaucracy, for example, look easier 
to trim when you are in opposition 
than when you are in government. 
The proposal to float off the univer- 
Sities is still a study in vagueness. 
But in the scheme of things, the dif- 
ference between the spending 
plans of the two parties is anyway tiny: less than 1% of cpp. Their 
past spending has been similar too: the Institute for Fiscal Studies 
reported this week that Labour has so far increased spending at a 
lower rate than Mr Major’s government did. As to the future, can it 
really be true, as Labour implies, that it would be devastating to 
Britain’s social fabric if a Conservative government were to spend 
£435 billion of taxpayers’ money a year in three years’ time, instead 
of the £443 billion a Labour one would spend? 

Obviously not. A better criticism of both main parties is that, 
on public spending, risk aversion has trapped them in what Freud 
once called “the narcissism of small differences”. Labour promises 
tospend more on the welfare state but also to reform it so thatitde- 
livers better services. Ditto the Conservatives: no more “rolling 
back the state”. The voter is invited to believe that minuscule dif- 
ferences in the amounts each party would spend, and even 
smaller differences in the way they would spend it, are proxies for 
titanic ideological differences, and perhaps even moral ones. Is it 
any wonder that people tend to find follies such as the Mandelson | 
affair a lot more gripping than Mr Blair's “things that matter”? 
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As another contest for third-generation mobile telephone licences in Europe 
fizzles, the industry faces a massive bout of retrenchment 


ATHER like the network signal that be- 

gins to break up on a mobile tele- 
phone—“Hello, hello. Are you still there?”— 
the first signs are emerging of serious trouble 
in European telecoms companies’ huge 
gamble to launch third-generation (3G) 
wireless systems. 

When the bidding closed on January 3ist 
. forthe four French licences on offer at FFr32.5 
K billion ($4.6 billion) each, only two firms had 
"submitted offers. Germany’s Deutsche Tele- 
kom and other operators withdrew late last 
year. France’s Suez Lyonnaise des Eaux and 
its Spanish partner, Telefonica, backed out 
last week. Then, at the eleventh hour, 
Bouygues Telecom, which has German and 
Italian partners, also dropped out, grum- 
bling that the price France isdemanding fora 
15-year licence no longer reflects economic 
reality. Laurent Fabius, France’s finance min- 
ister, said a second contest would be held for 
the two remaining licences. France’s tele- 
coms regulator has advised him that this is 
necessary to guarantee proper competition, 
as the two firms that did put in offers are al- 
ready the country’s biggest mobile operators. 

After Italy, Austria and Switzerland, 
France is the fourth country in which inter- 
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est in 3G licences has stalled after wild bid- 
ding drove up prices in Britain and Ger- 
many. This led governments to expect 
windfalls everywhere: France has already 
earmarked most of its 3c-licence proceeds 
to fund pensions. 

For telecoms operators, the licences are 
important: to remain competitive, estab- 
lished operators need to upgrade their exist- 
ing second-generation, or Gsm, mobile net- 
works, whereas newcomers could use the 3G 
licences to get into the game. The licences are 
also being used by telecoms groups to build 
pan-European operations through a series 
of partnerships. But the huge costs involved 
and uncertain revenue projections from 
much-hyped—but as yet unproven—wire- 
less services have begun to fray many 
nerves. As debts have grown, some telecoms 
executives have begun to worry that a busi- 
ness in which Europe has taken a global lead 
is about tocrash. 

Buying 3G licences in Europe through 
auctions and other processes, such as 
France’s fixed-fee “beauty contest” (in 
which operators were supposed to be 
judged on the quality of their plans), is likely 
to cost telecoms firms a cool $150 billion up 











front. This has already increased debts to 
worrying levels and telecoms firms have 
seen their credit ratings slashed. On top of 
that, they have taken a pasting with the over- 
all slump in the value of technology stocks: 
Deutsche Telekom and British Telecom each 
saw around haif of their market value disap- 
pear last year. 

But this is only the beginning of their 
worries. Building 3G networks could cost an- 
other $150 billion, and marketing the new 
services billions more. At the same time, the 
likely earnings from whizzy new offerings, 
including the mobile Internet and broad- 
bandwidth services such as video, could 
turn out to be rather thin. 


Safety in numbers 

Amid the fiasco in France, the signs of 
consolidation among worried telecoms 
firms are growing. On January 23rd, two of 
the four groups that won 3c licences in Swe- 
den said they would share the same infra- 
structure for their networks rather than each 


build their own aerials and base stations.” 


Similar cost-saving measures could be 
adopted in other parts of Europe, where li- 
cence conditions allow or regulators can be 
persuaded to be lenient. Governments may 
also come under pressure to provide rebates 
on 3G licence fees or to accept lower levels of 
service. 

All this would affect equipment suppli- 
ers, which are heavily exposed to the oper- 
ators’ woes thanks to the billions of dollars of 
“vendor financing” they have extended. On 
January 26th, Sweden’s Ericsson said it will 
contract out the manufacturing of nearly all 
its handsets to a Singapore-based firm, Flex- 
tronics, to help contain its costs. 

Operators that do not face stringent li- 
cence conditions or do not have large fees to 
recover may delay the launch of 3c while 
they concentrate on general packet radio ser- 
vice (Gprs). This technology, sometimes 
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called 2.5c because it acts as a stepping stone 
towards the third generation, can offer fea- 
tures such as a high-speed “always-on” In- 
ternet access over existing networks that 
have been upgraded. In contrast, 3G services 
require the building of a costly new network. 
Not only will it take time for the new net- 
works to duplicate the coverage that the 
more than 200m mobile telephone users in 
Europe are already used to, but the fancier 
the services that operators plan to offer, the 
more difficult and costly this will be. 

The 3G technology uses a higher fre- 
quency than Gs to transmit and receive in- 
formation. The consequence of this is that 
each base station has a much shorter range. 
In rural areas, at least, 3G networks would re- 
quire 4-16 times as many base stations to get 
the same coverage as Gsm. Likewise, the 
higher the data rate, the more base stations 
are needed to cover the same area. In a city, 
for instance, a 3G base station might have a 
range of only 200-500 metres—half the range 
of a csm station. And more stations means 
not just a bigger engineering challenge but 
also an additional environmental one. Many 
local communities already object to the pro- 
liferation of mobile-telephone masts turning 
their landscape into a giant»pin-cushion. 
Some have also raised health concerns about 
radio emissions. 

On top of that are questions about the 
availability of chips required for handsets 
and other equipment. Nokia said this week it 
will have to delay the launch of its GPRS 
handset, which suggests that even the step- 
ping stone to 3c is running late. The process- 
ing of vast amounts of data, especially video, 
will also eat into handsets’ battery life. 

The experience gained from war (wire- 
less application protocol) phones, which 
were released last year, is not encouraging. 
But wap is extremely clunky compared with 
what 3G should offer. The best way telecoms 
firms can generate future revenues from 3G 
networks is simply to provide customers 
with mobile access to the Internet, reckons 
Herschel Shosteck, a telecoms consultancy 
based in Washington, pc, in a report pub- 
lished this week. It believes that complicated 
high-bandwidth applications, such as the 
ability to download large chunks of video, 
are best left to others. 

Of course, the third generation of hand- 
sets will also be extremely good at lowering 
even further the cost of what most people 
use mobile telephones for: talking to one an- 
other. The trouble is that this means the pro- 
portion of money that 3G operators can ex- 
pect to earn from voice traffic is set to 
plummet. Forecasts by Analysys, a British 
consultancy, suggest that in ten years’ time 
operators may depend on what are at 
present embryonic or unknown services for 
two-thirds of their revenue (see charton pre- 
vious page). 

That, of course, only applies to those op- 
erators which manage to stay in business 
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that long. Some analysts: think massive 
consolidation is imminent. From dozens of 
operators, only five giant telecoms groups 
could end up providing all of Europe’s mo- 
bile services by 2008, reckons Forrester Re- 
search, an American consultancy. It expects 
those groups to include Vodafone, t-Mobil, 
France Telecom/Orange, sr Cellnet and 
some combination of whatever remains of 
the others. None of the new entrants, which 
lack an existing customer base, isexpected to 
survive in its existing form. As France discov- 
ered this week, the price of competition can 
sometimes be set too high. 

a 





Defence contractors 


Arms across the 
sea 


N BOTH sides of the Atlantic, big de- 

fence contractors are getting even big- 
ger. But as new management takes over the 
sector’s most important customer, America’s 
Defence Department, industry-watchers 
cannot decide whether the spectre of a 
bruising battle between fortress America 
and fortress Europe is receding or drawing 
closer. 

What looks clear is that if the industry's 
bosses were left to themselves, they would 
be stitching together transatlantic alliances 
at an accelerating pace. The strongest evi- 
dence for this has been the success of Thales 
(formerly Thomson-csr), a French electron- 
ics group, in recasting itself as a global com- 
pany and establishing a joint venture with 
America’s Raytheon. Northrop Grumman, 
also of America, and Franco-German EADS 
are also starting to co-operate more closely. 
Britain’s BAE Systems is already a big player 
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in America; it received a boost last month 
when the British government secured a priv- 
ileged stake in developing the (mainly 
American) Joint Strike Fighter (jst), the larg- 
est-ever military procurement programme. 

With all this joining of hands across the 
sea, why should there be any cause for alarm 
about a souring of transatlantic defence-in- 
dustrial relations? First, because Donald 
Rumsfeld, America’s new defence secretary, 
will face conflicting advice. Some Republi- 
cans want to guard defence technology more 
closely, in contrast with the “laxity” of the 
Clinton era; but there will be pressure in the 
other direction from the big contractors, 
which argue that America’s interests are 
served by deeper industrial co-operation 
withaallies. 

Asa sign of how quickly hackles can rise, 
take the reaction to a sensible-sounding plan 
by the Clinton administration to speed the 
approval of military-equipment sales to fa- 
voured allies who are prepared to match 
America’s defence-export restrictions. In 
Washington, this plan has been presented as 
a way of remedying the weaknesses in Euro- 
pean defence; among Europeans, it has been 
perceived as a “divide-and-rule” strategy or 
acynical sales pitch for American goods. Eu- 
ropeans are dismayed by America’s insis- 
tence on negotiating over defence-export re- 
gimes on a _ country-by-country—and 
ultimately, company-by-company—basis, 
instead of dealing with a block of allies, such 
as the six European nations that agreed last 
summer to harmonise controls on military 
technology. 

There is also a risk that transatlantic ties 
will be soured by broad policy differences: 
for example, over America’s missile-defence 
plans or Europe’s hopes for military self-re- 
liance. Optimists point out that either of 
these projects, if handled skilfully, could fos- 
ter links across the Atlantic; but so far they 
have generated more heat than light. In civil- 
ian aerospace, meanwhile, Americans are al- 
ready grumbling over the launch aid prom- 
ised to Airbus for its new “superjumbo”. 

Among the biggest wild cards, though, is 
whether the Pentagon proceeds with the jsr. 
Doubts about the project’s future have been 
fuelled by the Bush administration’s hints of 
“skipping a generation” of defence technol- 
ogy. But if the jsr goes ahead, it will present 
hard, perhaps unbeatable competition in 
many markets for the Typhoon (better 
known by its old name of Eurofighter), pro- 
duced by four European nations. As Chris 
Avery, an aerospace analyst with J.P. Mor- 
gan, points out, Europe’s arms makers will 
soon find themselves with a lot of hardware 
rolling off their assembly lines, including 
two new fighters and three new helicopters. 
European budgets will be hard-pressed to 
absorb all this metal, so there will be a des- 


perate need for export sales. 


This is the sort of environment in which 
tempers get frayed. Among the Europeans, 
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predicts Alexandra Ashbourne of Ash- 
bourne Beaver Associates, a defence consul- 
tancy, there could be mounting irritation 
over the difficulty of selling to the Penta- 
gon—unless Mr Rumsfeld uses all his politi- 
cal capital to overcome the “buy American” 
lobby. On Capitol Hill, meanwhile, there 
will be anger with Europe’s wish to capture 
lucrative contracts without “sharing the bur- 
den” of defence spending. 

Still, seasoned aerospace-watchers such 
as Pierre Chao of csr believe the forces in 
favour of transatlantic links—including the 
globalisation of related businesses such as 
space, telecoms and electronics—will ulti- 
mately prevail over political obstacles. 
“Economic realities will grind away, and 
over time a transatlantic defence industry 
will become inevitable,” he believes. Per- 
haps so, but how much time? 





Russian media 


Bad vibes 


MOSCOW 


INANCIALLY crippled and politically 

controversial, Russia’s third television 
station, NTV, might seem an unattractive in- 
vestment, even by the dismal standards of 
the former Soviet Union. But in past weeks 
foreigners including George Soros, Ted Tur- 
ner and the European Bank for Reconstruc- 
tion and Development (EBRD) have ex- 
pressed interest in buying a slice of the 
troubled channel. 

NTV is the most important media outlet 
in Russia not under the Kremlin’s control. 
Like other Russian channels, it mostly 
broadcasts the usual pap of quiz shows and 
Hollywood cast-offs. Unlike the others, it 
has lively and critical news and current-af- 
fairs programmes. The Russian authorities 
dislike this, and loathe Nrv’s founder, Vladi- 
mir Gusinsky, who in 1999 enthusiastically 
backed their political rivals. As a result, he, 
his media empire and its employees have 

~ been under persistent attack in the past year. 
The finance chief, Anton Titov, is currently 
sharing a cell with 37 other inmates in one of 
Moscow’s most dangerous and squalid jails. 
Mr Gusinsky himself was jailed briefly last 





Not a pretty picture 
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PRAGUE 


HERE is the second centre of Holly- 

wood film making in Europe, after 
London? Paris, or perhaps Berlin? Try 
Prague. Last year, Hollywood spent over 
$200m on shooting movies, commercials 
and pop videos in the Czech capital. This 
year, all the big studios will be in town. 
MGM has “Hart’s War” starring Bruce Wil- 
lis, Disney is shooting “Black Sheep” with 
Anthony Hopkins, and Fox has just fin- 
ished filming “From Hell”, a Jack the Rip- 
per saga starring Johnny Depp. 

Praguers take Tinseltown in their 
stride. Old ladies looked only slightly be- 
mused last month when the cobbled 
streets of Mala Strana, Prague’s old quar- 
ter, were cleared of real snow and sprayed 
with a more cinematically pleasing chem- 
ical alternative for Universal’s “Bourne 
Identity”, a $50m thriller starring Matt Da- 
mon. The film’s producer, Pat Crowley, 
reckons a day filming in Prague costs him 
$100,000, against $250,000 in Paris. Czech 
crews, he says, are professional, English- 
speaking and numerous. They are also a 
bargain—4o0% cheaper than similar crews 
in London or Los Angeles, points out Mat- 
thew Stillman, the British boss of Stillking, 
a Prague-based production firm. 

Mr Stillman founded Stillking in 1993 
after arriving in Prague with $500 and a 
typewriter. Today, Hollywood producers 
come to the company for crews, catering, 
lights and much more. It claims to have 
about half of the local film-production 
business and this year hopes for revenues 
of over $50m. 

The biggest draw to Prague, however, 
is Barrandov—one of the largest film stu- 
dios in Europe, with 11 sound-stages, on- 
site photo labs and top-notch technicians. 





Hollywood on the Vitava 





Damon, the Czechs’ mate 


It was founded during Czechoslovakia’s 
pre-war first republic by Milos Havel, an 
uncle of the present Czech president, Va- 
clav Havel. The Nazis expanded it as a pro- 
duction centre for propaganda flicks—the 
sound-stages are courtesy of Joseph 
Goebbels. Then came the Communists 
with their own propaganda and, admit- 
tedly,a few impressive homegrown direc- 
tors such as Milos Forman, who began 
Hollywood’s march to Prague by filming 
“Amadeus” there. 

But it is partly thanks to Barrandov 
that Prague remains some way behind 
London as a film centre. The studio has 
suffered from iffy management and is al- 
ready stretched to capacity (“You can’t 
even get an office there,” moans one pro- 
ducer). Its present owner, a local steel 
company, is keen to sell but talks with a 
Canadian consortium have been thorny, 
not least because the Czech government 
holds a golden share. Should the Cana- 
dian deal fall through, Stillking says it 
would consider a bid of its own. 
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summer, and then fled to Spain, where he is 
fighting extradition charges. 

NTV is also under attack by Gazprom, 
Russia’s national gas company, in which the 
state is the largest shareholder. NTv owes 
around $300m to Gazprom, which has gone 
to court to seize 19% of the company’s shares, 
pledged as collateral, to add to the 46% of 
NTV it already owns. Last week, Gazprom 
claimed victory and said it would take con- 
trol at a shareholders’ meeting later this 
month. Meanwhile, the authorities are try- 
ing to have Mr Gusinsky’s media empire de- 
clared bankrupt for failing to pay taxes. 

Mr Gusinsky is hoping to sell 25% of NTV 
toa group of foreign investors, led by Mr Tur- 
ner. That, NTv says, would raise enough 
money to pay its debts to Gazprom. Last 
year, Gazprom said it would accept an out- 
side investor. But Mr Turner is interested 


only if the Kremlin gives a clear guarantee 
that it welcomes the deal. 

So far, that has looked unlikely. This 
week, President Vladimir Putin released an 
anodyne letter he had sent to Mr Turner, 
welcoming foreign investment in Russia, but 
not mentioning Ntv specifically. That sug- 
gests that the Kremlin actually wants to bring 
the channel to heel—in which case the main 
journalists say they will leave. 

Why are investors interested at all? Nrv’s 
assets are flimsy: its frequencies, a battered 
brand and about a quarter of an advertising 
market that was puny even in last year’s oil- 
fuelled economic upturn (see chart). More- 
over, buying minority stakes in Russian 
firms is a famously good way of losing 
money—as Mr Turner, Mr Soros and the 
EBRD have already found to their cost. 

The deal would make a bit more sense if 
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the outside investors were planning to buy 
more shares and take control. But the Krem- 
linis already twitchy about foreign influence 
in the media. Letting two exotic tycoons take 
over the country’s most influential televi- 
sion station would be an unlikely leap in the 
other direction. 

The tussle over Nrv underlines someim- 
portant facts about business in Russia: prop- 
erty rights exist only with the authorities’ 
consent; the law means what the Kremlin 
wants it to mean; and the wrong political 
connections can be fatal. What remains tobe 
seen is first, whether the government will 
tolerate television outside its control so long 
as Mr Gusinsky is not involved; and second, 
whether Russia will allow foreign investors, 
however generous and naive, into busi- 
nesses that the authorities regard as politi- 
cally sensitive. 

a 





Softdrinkg 





New formula Coke 


Not much has gone right for Coca-Cola recently. Can the world’s biggest 
soft-drinks firm recapture the fizz that made it great? 


HE past three years have been among 

the most traumatic in Coca-Cola’s his- 
tory. Profits slumped, competition investi- 
gators circled, deals fell apart and investors 
came to suspect that the firm had lost its 
way. It also lost a boss: in December 1999, 
two non-executive directors, Herb Allen and 
Warren Buffett, forced out Doug Ivester, little 
more than a couple of years after he had 
been propelled into Coke’s top job by the 
death of the legendary Roberto Goizueta. 

Some of Coke’s problems on Mr Ivester’s 
watch were beyond its control, particularly 





DETROIT 


HE cull has begun. Chrysler’s German 

overlords this week mounted a dra- 
matic assault on the growing losses at 
DaimlerChrysler’s ailing American sub- 
sidiary. At least 26,000 jobs will go in a re- 
organisation that will close six plants and 
trim production at seven more. And there 
is more to come: further cuts are likely to 
be announced next month. 

Although Chryslers manufacturing 
capacity will be reduced by 15%, analysts 
had expected even more closures, and 
noted the absence of any American as- 
sembly plants on the list. The plant in Bel- 
videre, Illinois, which produces the slow- 
selling Neon, seemed a sure bet to be shut- 
tered, but Chrysler inadvertently out- 
smarted itself two years ago, when it 
agreed to restrictions on plant shutdowns 
as part of its contract with the United Auto 
Workers union. At the time, company ne- 
gotiators seemed sure that they would 
need more, not less, production in the 
near future. : 

The overhaul comes not a moment 
too soon. Once seen as the leanest manu- 
facturer in the business, Chrysler is now 
derided as bloated, with products that 
look dowdy in today’s increasingly com- 
petitive marketplace. Forced to offer in- 
centives of up to $10,000 per vehicle to 
clear out its old minivan line-up last au- 
tumn, the firm is believed to have run up 
losses of $1.4 billion during the final quar- 
ter of 2000—which could drag all of Daim- 
lerChrysler into loss. So low have Daim- 
lerChrysler’s shares fallen in the past year 
that it has hired a group of investment 
banks to advise it on heading off a possi- 
ble takeover bid. 





Cutting back at Chrysler 


Rumours abound that Dieter Zetsche, 
Chrysler’s newly installed German boss, 
will take an axe to Chrysler’s product 
range. For now, though, Mr Zetsche insists 
that Chrysler needs more, not fewer, pro- 
ducts to become more competitive in a 
market that is quickly fragmenting into 
tightly focused niches. 

With his customary three-piece suit 
and walrus moustache, Mr Zetsche does 
not blend in easily with Chrysler’s casual 
American cadre. Although many Chrysler 
employees resent the direction that its 
1998 merger with (read: takeover by) 
Daimler-Benz has taken, insiders admit 
that Mr Zetsche is scoring some points. His 
predecessor, Jim Holden, seemed almost 
paralysed in his final months in the job. 
Mr Zetsche, on the other hand, is moving 
fast and is admired asa “car guy” who sees 
product development as the key to suc- 
cess. “He understands what we're all 
about,” says one Chrysler engineer, some- 
what grudgingly. So the car maker’s Teu- 
tonic troubleshooter has credibility. All he 
needs now is success. 
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the economic crisis in Asia and growing dis- 
illusion with symbols of globalisation in Eu- 
rope. But others could be pinned firmly on 
management. Pepsi was beating Coke in 
America, even as Pepsi shifted its focus to- 
wards salty snacks. Even worse, a clod-hop- 
ping approach to antitrust issues in Europe,a 
badly handled product-safety imbroglio in 
Belgium, an embarrassing racial-discrimi- 
nation case and growing discontent among 
bottlers after big increases in syrup prices, 
had all cost Coke dear. “The business broke 
down in 1999. We had turned in on our- 
selves,” says Charlie Frenette, who runs - 
Coke’s operations in Europe. 

The board’s choice to succeed Mr Ivester 
was a 56-year-old Australian called Douglas 
Daft, who had spent so much of his 30 years 
at Coke in Asia that he was barely known at 
the firm’s Atlanta headquarters. This lack of 
ties may have helped Mr Daftin his first task, 
which was to take an axe to costs in an Or- 
wellianly named “realignment”. Within 
weeks he had identified nearly 6,000 em- 
ployees, many of them senior and middle 
managers in Atlanta, who could follow Mr 
Ivester out of the company. 

The truth was that Coke had become a 
slow-moving, centralised bureaucracy, dan- 
gerously out of touch with local market 
trends. “If I wanted to launch a new product 
in Poland, I would have to put in a product 
approval request to Atlanta,” says Mr Fre- 
nette. “People who had never even been to 
Poland would tell me whether Icould doit or 
not.” From the moment he took charge, Mr 
Daft set out todevolve power to regional and 
country managers and to dismantle At- 
lanta’s command-and-control culture. 

Having got the blood-letting out of the 
way quickly, Mr Daft has spent the past year 
building the foundations for a return to 
Coke’s glory days. The new strategy is to re- 
spond faster tochanging consumer tastes by 
“thinking local, acting local” and to boost 
growth by selling more of the non-fizzy 
drinks that are taking market share from tra- 
ditional sodas. It is aformula that served Mr 
Daft well in Asia, where Coke now sells more 
than 250 different drinks. 

The scale of the challenge is evident in 
the full-year numbers that Coke released 
this week. After allowing for the costs of the 
“realignment” and other write-downs, op- 
erating profit is around 7% more than in 1999, 
its annus horribilis. But net profit, at $2.18 
billion, is little more than half the figure for 
1997, Mr Goizueta’s last year at the helm. 

The target that Mr Daft has set for Coke 
over the next decade is ambitious. Volume 
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growth, he promises, will be 7-8% on average 
each year (compared with last year’s 4.4%). 
Andrew Conway, Morgan Stanley’s bever- 
ages analyst, thinks that achieving this will 
be tough. An 8% annual increase in volume 
suggests total sales of 35 billion “unit cases” 
(the industry’s standard measure) by 2010. 
Having taken 111 years to reach 17.1 billion 
cases, can Coke really double that in less 
than ten years? To reach his targets, Mr Daft 
knows he must first push the Coke brand, 
which still accounts for 60% of overall sales, 
and the other traditional carbonated soft 
drinks, such as Sprite and Fanta, to volume 
growth of 5-6%a year. 

But what is likely to test Coke’s new 
structures even more severely is the require- 
ment for newer non-carbonated products— 
such as ready-to-drink teas and coffees, wa- 
ters, health drinks and juices—to contribute 
the remaining two percentage points of 
growth. Mr Conway calculates that this 
means “non-carbs” will need to double their 
present growth to about 20% a year by vol- 
ume, becoming 25% of the business com- 
pared with 10% today. 

The turbocharging of the non-carb busi- 
ness will require nothing less than a new 
business model centred on innovation and 
the invention of new brands. Mr Frenette 
sees Europe, with its varied national mar- 
kets, as the perfect test-bed for this. He says: 
“We will identify trends, incubate products, 
get information back fast.” He gives two re- 
cent examples of Coke’s new approach. 
Fanta Exotic was launched after a successful 
trial in just four months, compared with 
three to five years under the old system. And 
Burn, a new night-time energy drink for 
clubbers that began life in Australia, was 
launched in Britain within 60 days, using 
only “viral” (word-of-mouth) marketing. 

Mr Frenette sees his job as one of encour- 
aging regional managers to think imagina- 
tively when it comes to launching new 
“short-cycle fashion brands”, and to over- 
come their fear of doing anything to damage 
their short-term financial targets. To achieve 
this, he says he is prepared to act as a venture 
capitalist, investing the firm’s money in any 
promising prospectus from a passionate lo- 
cal boss. 

Jeremy Schwartz, marketing and inno- 
vation director for Europe and Asia, says 
that what matters now is to be “relevant at 
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the moment of need”. To that end, he puts 
the drinks Coke sells into four boxes: the 
main brands are all about refreshment; then 
comes hydration, mainly waters; the third is 
drinks offering energy and stimulation, with 
caffeine and vitamins; finally come juices 
and milks that provide nutrition and health. 

Among the new products likely to arrive 
later this year is a family of stimulative 
drinks for adults. The idea is that, as people 
work longer and harder hours, they will 
want drinks that boost energy and mental 
alertness but don’t leave the unpleasant af- 
tertaste or stale smell of coffee. Another 
drink to emerge is Alchemy. It will be aimed 
at women who want a sophisticated, non- 
alcoholic alternative for after-office social 
drinking. The container comes in the form of 
a personal cocktail shaker and the ingredi- 
ents are visibly activated by shaking. 

Much of Mr Schwartz’s time is taken up 
with working out how Coke should be or- 
ganised for innovation. Encouraged by Mr 
Daft and influenced by Silicon Valley, he is 
recruiting teams of between eight and twelve 
people with a mix of skills (from flavour 
chemists to marketeers) to develop new 
ideas and see them through to commercial 
launch. He has also been improving rela- 
tions with bottlers, without whom nothing 
would happen. There is talk of forming co- 
Operatives with the bottlers for some pro- 
ducts, with Coke assuming more of their risk. 

None of this would be possible without 
the backing of Mr Daft, who is determined to 
make Coke a more intuitive, touchy-feely 
kind of organisation than it was under the 
numbers-driven Mr Ivester. In a sugary new 
mission statement that is about to be sent 
around the company, Mr Daft even talks of 
“stakeholders”. Despite a setback in Novem- 
ber, when the board rejected his plan to buy 
Quaker Oats for $15.75 billion (nobody 
thought the strategy was wrong, he insists, it 
was just a matter of price), he has grown in 
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stature over the past year. 

One consultant, who has worked with 
Mr Daft over many years, describes him as 
“multi-layered”. On the outside, you see af- 
fability and a good sense of humour. The 
next layer is the business pragmatist. And 
deep down there is a sophisticated thinker 
about how to create robust organisations. 

Mr Daft will need all those talents and 
more to succeed. Although there is strong 
support for his strategy both within the firm 
and on Wall Street, there are several dangers. 
The biggest is that the need to keep launch- 
ing new brands will shift money and man- 
agement time away from Coke, still—and for 
years to come—the biggest profit generator. 
Not so, says Mr Daft: innovation will also ex- 
tend to new ways of marketing and growing 
the Coke brand. 

However, the recent experience of Un- 
ilever, the world’s largest consumer-goods 
firm, suggests that managing a big family of 
brands that differ from one market to an- 
other is horribly complicated. Having 
bought hundreds of brands during the 1990s, 
Unilever called a halt just over a year ago 
after discovering that the costs of supporting 
its long tail of weaker brands were eroding 
margins at an alarming rate. Since then, Un- 
ilever has gone back to building a much 
smaller number of global brands, such as 
Dove, a soap sold in 75 countries. The danger 
for Coke is clear. 

Bill Pecoriello, an analyst at Sanford C. 
Bernstein, sees Coke’s main risk as the huge 
spending on marketing that will be needed 
to jump-start its depressed core brands and 
to launch the new ones. Without watertight 
financial controls, this could soon get out of 
hand. Another worry is that the new non- 
fizzy drinks will cannibalise the fizzy ones. 
And there is uncertainty about how bottlers 
will adapt to the increased flexibility that Mr 
Daftis demanding of them. It helps that they 
like him, but they will also have to believe in 
him. 

Mr Daft does not look like a man under 
pressure—there are nosignsof the amiability 
wearing thin. But then, at the height of his 
troubles in 1999, Mr Ivester claimed in a 
magazine interview not to be feeling any 
stress. Mr Daft deserves a cautious 
thumbs-up for what he has done so far, but 
he knows the real test is about to begin. 
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Stretching the plaid 


It took an American to turn an unfashionable British clothing label into a coveted luxury brand. 
Has Rose Marie Bravo built Burberry to last? 


RITAIN is in the grip of Burberry mania. 

Two years ago, the label was shunned by 
all but Asian tourists for its naff plaid-lined 
raincoats that not even dead men would be 
caught wearing. Today, everyone from Posh 
Spice to Cherie Blair, who wore Burberry to 
the state opening of Parliament, is sporting 
its signature camel, black and red plaid de- 
sign. Tamara Beckwith (a party girl, appar- 
ently) dresses her dog in it, and Kate Moss 
prompted a run on Burberry’s teeny-weeny 
bikini after the supermodel wore one in an 
ad. And the company, owned by Great Uni- 
versal Stores (Gus), a British retailer, is on 
track for a flotation that could value it at up 
to £2 billion ($2.9 billion). 

That the woman behind this transfor- 
mation, Rose Marie Bravo, is an American 
should come as no surprise. British compa- 
nies are more than willing to look across the Atlantic for help. Pear- 
son, a media group that owns 50% of The Economist, called on 
Marjorie Scardino, a Texan, to tidy up its assets. Reuters recently 
named Tom Glocer as its first non-British chief executive. Even the 
London Underground, that most frustratingly British of institu- 
tions, has turned to an American, Bob Kylie, who transformed 
New York’s subway, to help its trains run on time. 

Ms Bravo was hired by Burberry in 1997 after five years as pres- 
ident of Saks Fifth Avenue, a sleepy retailer that she reinvigorated 
by spotting winning fashion trends early (Saks was one of the first 
American stores to stock Gucci loafers), What she found was not 
encouraging. Burberry was a neglected backwater of the Gus em- 
pire, churning out the same lines each year and exporting heavily 
into the Asian grey market, where its products were either sold 
cheaply or, worse, re-imported to Europe and flogged at a dis- 
count. This merry-go-round kept revenues flowing, but was 
slowly killing the brand. “Burberry was a mess,” Ms Bravo says. “I 
had many evenings of tears. My parents visited me in Hackney [a 
borough in London’s insalubrious east] and asked: ‘You left Fifth 
Avenue for this?” 

The one thing Burberry had going for it was its heritage as a 
classic—though very male—British sporting brand. Roald 
Amundsen had worn Burberry overalls on his first polar expe- 
dition in 1911. What the company needed, Ms 





tional colour scheme, introducing edgier 
combinations such as pink with grey. The 
new double act then persuaded celebrities to 
wear Burberry. “Getting our bikini on Kate 
Moss cut the average age of our customers by 
30 years in one fell swoop,” smiles Ms Bravo. 
The strategy is starting to work (see chart). 


Fashionable but fragile 


Building on this success, however, is the real 
challenge. Ms Bravo must strengthen Bur- 
berry’s still-fragile new image, while extend- 
ing its reach both by product line and geo- 
graphically. And she has to do this under the 
pressure of an impending flotation, sched- 
uled to take place during an economic slow- 
down that could tip into recession. 

Amid all this frenetic activity, there is a 
danger of overstretching the brand. Bur- 
berry’s plaid has already been splashed on everything from um- 
brellas to coasters. This has worked so far, but it could backfire if 
Burberry comes to be seen as more common than chic. Analysts 
worry that the brand is not yet established enough to stretch easily 
across new categories, which include houseware and accessories 
such as perfume and shoes (where most luxury-goods groups 
make their money). For every Polo Ralph Lauren, which has 
pulled off such a diversification, there is a Laura Ashley that has 
not. Itis certainly nota process to be rushed. 

Ms Bravo recognises this risk. “Last season was the season of 
the logo,” she explains. “We capitalised on it, but it was just a mo- 
ment.” The upcoming autumn collection, by contrast, will feature 
many lines that are hardly recognisable as Burberry, with any 
plaid subtly hidden from view. The trouble with this, however, is 
that many consumers will continue to want to buy Burberry for its 
famous pattern. If the new designs prove unremarkable, the name 
alone will be unlikely to save them. 

Burberry has another problem: its appeal is untested globally. 
Itis clearly a great success at home, with the British proud to “back 
an underdog and fly the flag,” says Ms Bravo. But it has not pene- 
trated many other markets: half of its sales come from just two 
countries, Spain and Japan. America is unconquered territory, as 
are Europe’s centres of haute couture, France and Italy. Encourag- 
ingly, this may be changing. Gathering arm- 





Bravo saw, was better operational and finan- 
cial controls and a drastic make-over to Burberry’s: £m 
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Fashion statement 


fuls of bags from Burberry’s flagship New 
Bond Street store in London, Renata, a 50- 





broaden its appeal. 
So Ms Bravo slashed grey exports to Asia 
and renegotiated Burberry’s cumbersome li- 


(Sales 
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Trading profit 


something from Paris, purrs: “I hated Burberry 
when I was young—it was so old-fashioned. 
Now my friends in Paris say: ‘How stylish, 
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censing and distribution structure. She also 
pulled the brand out of small tourist shops 
and pushed it into important stores—bi- 
zarrely, Burberry had never been available at 
Harrods, London’s swankiest department 
store. Next, she picked a hip young designer, 
an Italian-American called Roberto Meni- 
chetti, to dream up clothes that would appeal 
to young women. He extended the range from 
trenchcoats and scarves to skirts and ball 
gowns, and he played with Burberry’s tradi- 
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how British.” 

Even so, Burberry’s days as an indepen- 
dent company may be numbered. Small lux- 
ury-goods firms with a single label are be- 
coming an endangered species in an industry 
that is increasingly dominated by multi- 
branded powerhouses such as ıvmH and 
Gucci. Ms Bravo may yet find that she has 
pulled Burberry from the obscure depths of 
one conglomerate, only to see it swallowed up 
by another. 
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INTERNET PIONEERS 


We have lift-off 


NEW YORK, SAN JOSE AND SEATTLE 


Despite the dot.com crash, despite the job cuts announced this week 
by Amazon.com, the leading online retailers are big successful 
businesses, But the path they are following is not the one they first 


thought of 


66 EVER confuse a bull market with 

brilliance,” said the Wall Street pun- 
dits when reality punctured the dotcom 
bubble last March. By the same token, never 
confuse a bear market with idiocy. It is fash- 
ionable these days to view the online busi- 
ness-to-consumer (82c) market as a wreck. 
The share prices of the market leaders are 
down by anything up to 98% from their 
peaks. Among them lie former stars such as 
Priceline and eToys, both now struggling to 
survive. But look past the initial insanity and 
subsequent dismay, and imagine discover- 
ing anew the three bellwether stocks that 
largely set the pac tone—Amazon, Yahoo! 
and eBay. By any ordinary measure, these 
have become remarkable businesses. 

That judgment is not altered by the fact 
that on January 30th Amazon, the biggest of 
the bunch, announced that it is laying off 
1,300 employees—15% of its staff—and clos- 
ing a warehouse and call centre. Along with 
its restructuring, Amazon for the first time 
announced a date by which it expects to 
achieve “pro forma” profitability (that is, ex- 
cluding losses on investments in other In- 
ternet companies and certain other items). 
That date is just 1 months away, no longer 
some undefined point in the distant future 
(as were its previous forecasts). If Amazon 


* makes good on this promise—and the im- 


provement in its operating margins suggests 
it might—it will be quite an accomplish- 
ment. By retailing standards, six years before 
making even a “pro forma” profit is not im- 
pressive. But what is extraordinary is how 
big Amazon has become and so quickly: 
nearly $3 billion of sales a year already, and 
on the verge of profit. 

Amazon’s kin are, in their own way, 
even more impressive. Despite a slumping 
advertising market that is slowing its growth, 
Yahoo! still has revenues of more than $1 bil- 
lion a year and operating margins of 32%. 
Meanwhile, the other big dot.com standard- 
bearer, eBay, is profitable too, and growing 
by: more than 90% a year. All three firms have 
expanded abroad, dominating nearly every 
market they have entered. Their three silly 
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made-up names, none more than 
seven years old, are now among the 
world’s best-known brands. 

Even the market in which these 
companies operate has not turned 
as malevolent as the share-price 
falls might suggest. Yahoo!, for in- 
stance, has been punished by fears 
that the dot.coms, whose banner 
advertisements drove much of its 
growth in the past, will go bust or 
cut back on their spending. But 60% 
of Yahoo!'s advertising revenues 
come from companies other than 
dot.coms, and the online advertis- 
ing market overall is forecast to be 
just flat this year, not down. Like- 
wise, the growth in e-commerce 
spending may be slowing, but 
world online sales over Christmas 2000 (one 
of the worst in recent years for American re- 
tailers in terms of growth) were still up by 
more than 60% on the previous year. And, 
even now, only a tiny fraction of the world’s 
population is online. 

All the evidence suggests that the Bac 
market leaders will end up being the main 
gainers from the dot.com shakeout. For ex- 
ample, Amazon has already profited from 
the financial woes of eToys, which saw its 
sales plunge this Christmas on doubts about 
its viability. So too has Yahoo!, which this 
week saw another competitor, Disney’s 
Go.com, shut down and send more advertis- 
ing its way. And eBay is taking advantage of 
the slump in valuations to buy overseas 
clones. Its purchase of South Korea’s Internet 
Auction Company last month, for example, 
helped push its international expansion. 


A breed apart? 

For these three, though, being successful is 
not enough. The dot.com leaders were born 
tobe a new sort of company, a profit-making 
machine the likes of which the world had 
never seen. Their valuations before the crash 
assumed all that and more. Even today, at 
savagely depressed prices, their market cap- 
italisations still reflect a belief that they are a 


breed apart, destined to grow much faster, 
make much more money, and expand into 
more businesses than their bricks-and-mor- 
tar counterparts. 

Yahoo!, for instance, is still worth as 
much as America’s top three listed newspa~ 
per companies combined; eBay is. priced at 
ten times the value of Sotheby's; while the 
price-to-sales ratio of Amazon is twice that 
of Wal-Mart. Headlines may give the im- 
préssion that Internet mania is dead, but the 
markets are still holding out great hopes for 
these three at least. 

How far are they justified? At first glance, 
quite a lot. All three have succeeded in their 
original aims. Amazon has proved that an 
“e-tailer” can, in certain categories at least, 
knock the plaster off bricks-and-mortar 
competition: aside from the obvious advan- 
tage for shoppers of a nearly unlimited selec- 
tion of books, music and video, its fast- 
growing electronics business turns its inven- 
tory two to three times as fast as offline 
electronics retailers, who have often strug- 
gled for just that reason. Yahoo! invented the 
portal and used the web to create a media 
giant that originates almost no content of its 
own, while eBay has shown that the Internet 
can be a perfect means to create an efficient 
market where none existed before. By the 
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same token, all have proved, to some extent, 
that the Internet does allow businesses to be 
run with unprecedented efficiency. 

Take the auctioneer eBay, the best exam- 
ple of this. Its magic comes from being noth- 
ing more than an intermediary: in essence, 
eBay is no more than some software running 
unattended on a web server. All the work is 
done by the customers—buyers and sellers. 
Sellers pay the company for the privilege of 
setting up their own auctions; buyers use 
eBay’s software to place bids. When the auc- 
tion is over, the seller and the winning bidder 
negotiate payment and shipping between 
them; eBay never touches the goods. For this 
matchmaking service, for which its marginal 
cost is essentially nothing, eBay takes be- 
tween 7% and 18% of the sale price. 

Compare that with Sotheby’s, a tradi- 
tional auctioneer. Dependent on a limited 
number of staff and auction rooms, Soth- 
eby’s can handle only a limited number of 
auctions. eBay, in contrast, has almost un- 
limited capacity, which confers powerful 
advantages of scale. Since sellers seek liquid- 
ity, the biggest. market has the advantage; it 
tends to attract more participants, who at- 
tract more still, creating a virtuous circle. Be- 
cause eBay was the first and grew quickly 
enough in its early days, it was able to steam- 
roller the local competition in every interna- 
tional market that it entered. Iteven seems to 
have successfully fought off the auction- 
house efforts of Yahoo! and Amazon, both of 
which started with bigger pools of custom- 
ers than eBay. 

The results are dramatic. In its most re- 
cent quarter (to December 2000), eBay’s gross 
margins were more than 80% and rising. De- 
spite the Nasdaq tumbles, eBay’s revenues 
nearly doubled last year. Even its operating 
margins, despite rapid international expan- 
sion and heavy investment in technology 
and marketing, were 20%, bringing in profits 
of $25m in the quarter. Over time, analysts 
expect eBay’s operating margins to average 
around 35% on revenue growth of 40-50% a 
year. Quite a cash cow. 

Yahoolis less perfectly virtual. Like eBay, 
most of the content that fills its site comes 
from outside. But in many cases, Yahoo! can- 
not simply let its software robotically run the 
show; it needs people to organise informa- 
tion, sell advertising, and negotiate deals 
with partners. Yet Yahoo! also benefits 
greatly from economies of scale. Larger audi- 
ences attract not just more advertisers, but 
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more and better content and service provid- 
ers, most of which either give Yahoo! their 
wares for free or pay the company to give 
them toits users as a way to promote the pro- 
viders’ underlying paid services. This leads to 
another virtuous circle, as better content at- 
tracts even more users. That is why the three 
busiest consumer websites, Yahoo!, aot and 
MSN, have increased their lead over the rest 
of the pack during the past two years. 


Back to the jungle 


With a huge audience come opportunities to 
extend their B2c business further. Because 
Yahoo! offers so much content and so many 
services, users spend a growing amount of 
online time within its virtual walls (now 
more than an hour and a half per day). This 
is increasingly giving Yahoo! the ability to 
track their behaviour and preferences, al- 
lowing it to target advertising to them. Such 
targeted ads can sell for 30-60 times as much 
as the untargeted variety, creating a power- 
ful engine for future earnings that Yahoo! is 










only just beginning to stoke. 

Partly because it is the only one still los- 
ing money, Amazon is the most controver- 
sial of the three. Its early business models en- 
visaged the most ephemeral sort of virtual 
company, one that used automated soft- 
ware to offer shoppers an inventory of books 
far bigger than any bricks-and-mortar re- 
tailer could stock, to take orders over the In- 
ternet, to charge them to credit cards, and to 
pass the order along to book distributors or 
publishers, all with almost no human inter- 
vention, at least not from an Amazon em- 
ployee. As its founder, Jeff Bezos puts it, 
“We're short on real-estate and long on tech- 
nology. Technology gets cheaper each year 
and real estate gets more expensive.” It’s a 
near-perfect model: the revenues of a re- 
tailer with the overheads of an automated 
teller machine. 

In reality, Amazon was never quite as 
virtual as that. Even from the beginning, it 
had to warehouse books itself as it became 
clear that distributors did not want todeal in 
orders of one, and that shipping costs re- 
quired it to consolidate orders into a single 
package. Today, it has seven huge distribu- 
tion centres in America, and one each in Brit- 
ain, France, Germany and Japan. 

But even with forklifts and loading 
docks, Amazon shares some of the “network 
economy” benefits enjoyed by Yahoo! and 
eBay. Like the other two, much of the “con- 
tent” on Amazon's site costs it next to noth- 
ing. It is either put there by its users, in the 
form of customer reviews, or it comes from 
publishers and manufacturers. 

Amazon’s main advantages, however, 
stand out best in comparison to its bricks- 
and-mortar competitors. Thanks to its cen- 
tralised warehouses and virtual shelves, it 
can keep just a few units of each product in 
stock, rather than having to keep a few of 
each product at every store. Moreover, be- 
cause its packing and handling costs tend to 
be about the same regardless of the nature of 
the product, it can hope to make more 
money by moving to higher-value products. 
Margins in the consumer-electronics busi- 
ness, for instance, are notoriously low be- + 
cause of inventory and depreciation costs. 
Amazon, with a fast-moving centralised in- 
ventory and relatively fixed handling costs, 
can make sucha business far more attractive. 

Mr Bezos famously built his company 
on the philosophy of “Get Big Fast”, which 
meant that as long as the capital markets 
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would tolerate it, Amazon’s credo was: full 
speed ahead, and damn the profits. So far it 
has raised $2 billion, and lost, to date, about 
the same amount. The Nasdaq slump ended 
Amazon’s free meal at the equity trough, and 
the corresponding drying up of the junk- 
bond market closed that route too. No won- 
der that analysts last year began to worry 
that the company would run out of money 
before it would break even. 

This week’s announcement of a target 
date for profits, along with a cash hoard still 
of $11 billion, at least twice what it needs to 
get through the year, should put those fears 
to rest. But there are other reasons to ques- 
tion Amazon’s model. For one, the company 
has had more than its fair share of failures. 
Many of the members of the “Amazon Com- 
merce Network’—smaller dotcoms in 
which Amazon took a stake and which it 
promoted on its site—have gone bust, often 
taking Amazon's investment with them: this 
week it wrote off $339m for such paper 
losses. 

Furthermore, much of the supply-chain 
efficiency that Amazon’s business model 
depends upon is held hostage by the pace at 
which its partners, from suppliers to trans- 
portation companies, upgrade their own 
systems to complement Amazon’s. This last 
problem, which has been frustrating for 
Amazon in America, is far worse in its inter- 
national markets. 


The need for change 


F The other two szc giants are facing problems 
of their own. For all that it is trying to diver- 
sify its revenues, Yahoo! is still too depen- 
dent on dot.com advertising. And no com- 
pany is more threatened by aor’s recent 
merger with Time Warner, the only competi- 
tor on the horizon that can potentially 
trump Yahoo! in reach and breadth. Finally, 
as a content aggregator rather than a creator, 
Yahoo! is always vulnerable to the whims of 
its partners. 

The main problem with eBay is that it 
has been slow to expand beyond the busi- 
ness that it started six years ago. Despite last 
“r year’s acquisition of Half.com, its expansion 
into used cars, and the spread of small mer- 
chants on to the site, it is still thought of 
mostly as. a market on which to trade collect- 
ables. Meanwhile, fraud remains acommon 
complaint. 

Had these companies not adapted their 
business models, they would now deserve 


the scorn that is cast on their sector. But they 
have changed, and they are now changing 
even more. Yahoo! is almost unrecognisable, 
having evolved from a simple directory toa 
fully fledged media and commerce power- 
house that has become a web leader in 
everything from financial information to 
personal ads. Amazon has expanded from 
books to consumer electronics, to cars and 
mobile phones. eBay started auctioning 
knick-knacks found in attics, but is now 
increasingly a virtual storefront for small 
dealers selling goods of all sorts. 

Ironically, the three companies, which 
started out so different, are now competing 
in many areas. All three have auctions, and 
all three host storefronts for other firms. All 
sell advertising—banners for Yahoo!; paid- 
for product placements in the case of Ama- 
zon and eBay. All are increasingly selling 
private-label versions of their service to 
companies, for a fee. And all have moved 
into financial services, of one sort or another. 

Acommon theme inall of these moves is 
an attempt to make more of their vast audi- 
ences—Yahoo! has 236m registered users; 
Amazon and eBay have 29m and 23m cus- 
tomers, respectively. Intentionally or not, all 
have become community sites, with a chal- 
lenge to “monetise eyeballs” (as the regretta- 
ble industry parlance has it) in more clever 
ways than just by selling banner ads. 

Yet this broadening also suggests limits 
to their potential, since it is bringing them up 
against stronger competition. It is one thing 
to take market share from fading dotcom 
minnows or bricks-and-mortar firms, but 
quite another for Yahoo! to try to topple eBay 
from its auction throne. There are, to be sure, 
plenty of scraps left around each firm’s core 
business, and all three are right to try and get 
them when possible. But they will probably 
never be huge contributors to the bottom 
line for any of them. 

As they get bigger, the three are also inev- 
itably becoming linked more with the tradi- 
tional companies that they now rival. After 
the merger of aor and Time Warner, many 
suggested that Yahoo! should have done a 
similar deal (perhaps with Disney or Via- 
com) when it had the chance; it may yet do 
so, but under far less attractive terms. Ama- 
zon has now linked with Toys “R” Us and is 
acting as its online toy-sales arm. And eBay 
has hooked up with AutoTrader, a used-car 
dealer. Increasingly, even the strongest 
dot.coms need such bricks-and-mortar alli- 


ances to grow and prosper. As the sector ma- 
tures, its leaders are becoming less pure In- 
ternet firms. 

Lest they gradually become valued more 
like their bricks-and-mortar partners, the 
B2c champions must find a model that al- 
lows them to take the next step in their ex- 
pansion as efficiently as they took the first. 
The model all three have settled on is, curi- 
ously, similar to that being adopted by Mi- 
crosoft. The software giant’s .Net effort, like 
that of competitors such as Oracle, aims to 
shift its products increasingly from one-time 
sales to subscriptions—subscriptions for ser- 
vices hosted by “application service provid- 
ers”, including itself. 

Amazon, Yahoo! and eBay have software 
at their core. They innovate with software; 
they buy software companies to gain exclu- 
sive use of their technologies; and as much as 
possible they use software instead of people 
to run their businesses. Until recently, all 
have been willing essentially to give use of 
this software away, choosing to make their 
money from the transactions or traffic that 
the software enables. But to maintain hyper- 
growth, they need to find new revenue 
streams, and a natural one is to offer their 
prized technology to other companies for 
their own use. 

All three are already moving in this di- 
rection. Yahoo! is offering private-label por- 
tals for internal use by big companies for a 
fee. eBay is planning to host storefronts for 
small and medium-sized merchants, much 
like Amazon’s zShops.Amazon, though, has 
gone furthest, with its deal with Toys “R” Us, 
which pays tosell its inventory through Am- 
azon’s software and warehouses. Amazon 
expects to sign similar deals with other com- 
panies whose products are, like toys, either 
too seasonal to justify a year-round site, or 
too narrow to stand on their own. Dozens of 
smaller dot.coms, from Ask Jeeves to Re- 
spond.com, are also selling private-label ver- 
sions of their technologies to big companies, 
largely to move away from over-depen- 
dence on consumer revenues. 

The future of the dot.com leaders is be- 
coming a lot clearer. At worst, Yahoo! or Am- 
azon will eventually find themselves in 
some AOL-like merger with a big bricks-and- 
mortar firm. But they can now just as easily 
survive on their own. Their future may not 
be quite what was once envisaged, but it will 
be no less remarkable for that. 
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DANONE 


Sales rise 7% (like for like) in 2000 
with operating margin up from 10.5% to 10.8% 


Danone Group has released preliminary unaudited results for 2000 as 
follows: 





KEY FIGURES 1999 2000 
(EUR M) 


Change 2000 

(EUR M) (%) (FRE M} 
Sales 13,293 14,287 +.7.5 93,719 
Operating income 4,391 1,549 +11.4 10,163 
Net income 682 721 + 57 4,727 


Net income excluding 
net capital gains (*) 653 720 
Earnings per share 
(fully diluted) 


Earnings per share 
(fully diluted, excl. net 
capital gains (*) 


+ 10.2 4,723 


469€ 5.10€ + 8.7 33.45 F 


4.50€ 5.09€ +13.2 3339F 





* “excluding net capital gains” : excluding capital gains and losses 
and impairment charges on intangible assets. 


Sales: organic growth a strong 7% 


Danone Group recorded vigorous organic sales growth in 2000, with a 
full-year rise of 7.0% at constant structure and exchange rates, 
compared with 5.7% in 1999. 

A rise of 7.5% on the reported figure for the previous year includes the 
combined impact of a 7.0% rise at comparable structures, plus a 4.1% 
decline due to disposals (in Europe: brewing, containers and ready to 
eat dishes) and a 4.6% effect of currency translation, primarily linked to 
the strength of the US dollar, 


In 2000, sales by business area and region were as follows: 








BY BUSINESS AREA 1999 2000 
(en M€) 


Change at 
constant structure 
and exchange rates 


+6.7 % 
+84% 
+6.4% 


+3.2% 


Dairy products 
Beverages 
Biscuits 


Other food business 
Containers 


inter-company sales 


5,981 
3,565 


6,530 
4,141 
3,255 
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BY GEOGRAPHICAL AREA 





France 
Rest of European Union 
Rest of world 


Inter-regional sales 


4,963 
5,084 
3,960 


-714 
Group 





Healthy rise in operating margin from 10.46% to 10.84% 


Despite rising raw material prices, Danone Group's operating margin 
showed a further vigorous rise, from 10.46% in 1999 to 10.84% in 2000 
(438 basis points). 


Operating income was as follows: 


BY BUSINESS AREA Operating income 
1999 2000 


(EUR M) 


Dairy products 655 712 
Beverages 440 513 
Biscuits 222 282 
Other food business 39 49 
Containers 51 


Unallocated items -16 


Operating income 





Group 








BY GEOGRAPHICAL AREA 





France 

Rest of European Union 
Rest of world 
Unallocated items 
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Vigorous rise in net income (excluding net capital gains) : 10.2% 
Net income for the year stood at EUR 721 millions, up 5.7%. This 
includes a net capital gain on disposals and impairment charges 
totaling EUR 1 million after tax (EUR 64 million before tax), which 
compares with a net gain of EUR 29 million after tax (EUR 39 million 
before tax) in.1999. 

Excluding these non-recurrent items, net income rose 10.2%. 


The earnings statement and financial highlights are as follows: 
% of sales 2000 


100.0 14,287 
~ 50.1 - 6,967 
- 3,964 - 30,1 -4,491 -31.4 
Other - 1,275 - 93 -1,280 - 9.0 
Operating income 1,391 10.5 1,549 10.8 
Exceptional items 2 23 

interest expense -131 - 193 

Tax - 499 -559 

Income of fully 

consolidated companies 763 820 

Minority interests - 110 -134 

Equity in earnings of affiliated 29 35 

Net earnings 682 A 721 

Cash flow from operations 1,423 1,544 

Capital expenditures 703 807 
Shareholders’ equity 
(including minority interests) 
Net financial debt 

Ratio net debt / equity 


% of sales 


100.0 
~ 48.8 


(EUR milions) 1999 


13,293 
- 6,663 








Sales 
Cost of goods sold 
Selling expenses 


6,867 
3,119 
45% 


8,028 
4,396 
55% 





Rise in net earnings per share (excl. net capital gains): +13.2% 
Earnings per-share rose 8.7% to EUR 5.10. 
Excluding the impact of net capital gains, the rise-is 13. 2% to EUR 5.09. 


SHAREHOLDERS INFORMATION: www.danonegroup.com 
Final audited figures for the year 2000 will be released on March 14, 2001. 





FINANCE AND ECONOMICS 


Adopt brace position 


America’s economy seems to be approaching the ground rather quickly 


vane has apparently gone out of 
fashion with central bankers—or at 
least with Alan Greenspan, chairman of 
America’s Federal Reserve. On January 3ist 
the Fed slashed its federal funds rate by half 
a point, to 5.5%. This comes on top of an un- 
expected half-point reduction in interest 
rates on January 3rd—outside the normal 
schedule of open-market committee meet- 
ings. The full-point chop is the biggest one- 
month cut since 1984. 

The rate cut on January 3rd was proba- 
bly the Fed’s attempt to provide liquidity to 
credit markets. They were showing danger- 
ous signs of closing to all but the most blue- 
chip creditors. This threatened to create se- 
vere financing problems for many firms that 
needed to raise fresh cash, and perhaps to 
push sound businesses under. If liquidity 
was Mr Greenspan’s aim, he seems largely to 
have succeeded. Markets for corporate debt 
have revived over the past month. 

Now, however, there are clear signs that 
the economy is slowing abruptly. In the 
fourth quarter of last year, Gop grew by an 
annual rate of only 1.4% (see chart on next 
page), well below the 2.1% that forecasters on 
average expected, and the slowest quarterly 
pace for over five years. In the first half of 
2000 the economy expanded at an annual 
rate of more than 5%. On January 25th Mr 
Greenspan testified to Congress that the 
economy seemed to be slowing to “close to 
zero” for the first quarter of this year. The 
data published since then suggest it may 
even have turned negative. 

The main private-sector spenders in the 
economy have moved from heady opti- 
mism to deepening pessimism. Hunkering 
down is the strategy of the moment. Cor- 
porate boards have decided to cut their in- 
vestment plans. In the fourth quarter of last 
year, business fixed-investment actually de- 
clined, the first fall for nine years. Spending 
on equipment and software fell at an an- 
nualised rate of 4.7%. 

This slump happened at a time when 
careless talk of recession was barely a mur- 
mur, and mostly reflected decisions taken 
even earlier. It seems certain that investment 
in the first quarter of this year, which will be 
based more on outright assumptions of a re- 
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cession, will be weaker still. Moreover, in- 
ventories again rose sharply in the fourth 
quarter. Companies will not want to pile up 
unsold goods, so they are likely to cut pro- 
duction further in this quarter simply to run 
down existing stocks—all this before they 
take falling demand into account. 

Last week Mr Greenspan commented 
that “the critical issue” is whether the econ- 
omy’s slowdown is “enough to breach the 
fabric of consumer confidence”. Until now 
the fabric has been unbreached. Consumer 
spending grew by a respectable 2.9% (at an 
annual rate) in the fourth quarter. Remark- 
ably, new home sales rose by 13.4% in De- 
cember, to the second highest monthly total 
on record. However, the Conference Board’s 
index of consumer confidence plunged in 
January to its lowest for four years. Its de- 
cline during the past four months has been 
the sharpest since the early 1990s. 

How much further might interest rates 
fall? The money markets seem to anticipate 
cuts of another three-quarters of a point by 
June. Core consumer-price inflation re- 
mains fairly tame, and the rate of increase in 








the employment-cost index slowed in the 
fourth quarter. This will make it easier for the 
Fed to justify further rate cuts. 

Will this be enough to prevent a “reces- 
sion”? That depends partly on what you 
mean by the term. The official definition is 
two consecutive quarters of declining GDP. 
But that is somewhat unsatisfactory. Sup- 
pose that Gop fell sharply in the first and 
third quarters of this year, but rose slightly in 
the second and fourth quarters. By the offi- 
cial definition, a recession would have been 
avoided, yet output would have ended the 
year lower than it started. Some economists 
reckon, therefore, that a year-on-year fall in 
output is a better gauge of recession. 


Refining the R-word 


Even this reasoning is flawed. Suppose that 
country A has a long-term sustainable 
growth rate of 1.5% and that Gp falls by 0.5%. 
That is a recession. Country B, by contrast, 
has a sustainable growth rate of 4%—which 
happens to be the orcp’s estimate for Amer- 
ica. If growth now slows to 1%, country s will 
officially avoid recession even though 
growth will have fallen by more, relative to 
trend, than in country a, and unemploy- 
ment will therefore rise more sharply. 

So the issue of whether America experi- 
ences a recession or a sharp slowdown is a 
bit arbitrary. If the economy avoids an out- 
right contraction, but if growth slows to only 
1-2% from 5% last year, this will feel like a re- 
cession to many. Unemployment will rise, 
and some sectors, notably manufacturing, 


Old economy and new, steered by Pilot Greenspan 
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will see an absolute fall in output. 

Because of the long lags with which 
monetary policy affects demand, it may be 
too late for the Fed to prevent a downturn. 
Yet investors seem to believe that the Fed 
possesses such powers. Since the cut in inter- 
est rates on January 3rd, stockmarkets have 
rallied. Nasdaq has gained more than 20%, 
whilst the broader Wilshire 5000 index is up 
by 8%. Many are betting on a v-shaped re- 
covery from the current pause, as interest- 
rate cuts work their magic:a sharp fall in out- 
put growth, followed by a strong recovery. 

The financial markets expect Mr Green- 
span to repeat his trick of 1998, when inter- 
est-rate cuts saved America from a down- 
turn in the aftermath of Russia’s debt default 
and the collapse of Long Term Capital Man- 
agement. This time is different. In 1998 there 
was a loss of confidence in the wake of a fi- 
nancial crisis, but in contrast to today the do- 
mestic economy remained strong. And to- 
day’s higher levels of consumer and 
corporate debt may mean that lower interest 
rates will not be so good at encouraging new 
borrowing and spending. 

In a thoughtful speech in Switzerland 
this week, Larry Summers, America’s outgo- 
ing treasury secretary, argued that the coun- 
try’s current economic cycle is different from 
previous post-war cycles. Typically, excess 
demand causes inflation to take off, which 
forces the Fed to raise interest rates, which 
pushes the economy into recession. This ex- 
pansion, he argued, has been more like pre- 
war cycles, or like that in Japan in the late 
1980s: that is, driven by credit. The absence of 
rising inflation has allowed the expansion to 
go on for longer, but at the cost of a greater 
accumulation of debt. Others have pointed 
to the similarity to credit and asset-price 
booms in Britain and Sweden in the late 
1980s. The unwinding of excesses was ac- 
companied by severe recession. 

One reason to hope that America’s fi- 
nancial imbalances can be unwound less 
painfully is that its underlying productivity 
growth today appears to be considerably 
faster than it was in those countries then. So 
whilst output may indeed fall sharply rela- 
tive to trend, it will not need to fall so much 
in absolute terms in order to unwind the fi- 
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nancial imbalances. 

Still, the extent of the increase in Amer- 
ica’s productivity growth has yet to be put to 
the test. Some of the increase in productivity 
growth during the late 1990s was almost cer- 
tainly thanks to a booming economy. How 
much growth will survive the coming down- 
turn? The recent fall in capital spending is 
not good news for future productivity 
growth, since a large chunk of the increase in 
labour productivity came from massive in- 
vestment in information technology. 

So much hinges on the exact size of 
America’s long-term rate of productivity 
growth. This will determine the likely depth 
of any recession; the extent of budget sur- 
pluses and hence the room for tax cuts; the 
future growth in profits, and hence the fair 
value of the stockmarket; and the rate of in- 
crease in unit labour costs and hence the 
scope for the Fed to cut interest rates. Mr 
Greenspan has long put faith in America’s 
new economy. He had better be right. 

— | 





The Bank of Japan 


Coming out of 
denial 


TOKYO 


HARM, humour and a sunny disposi- 

tion are not thought to be essential re- 
quirements for central bankers. Yet at the 
Bank of Japan, these qualities have been in- 
dispensible. In the three years since the Bank 
was given its political independence, bash- 
ing it has become an international sport. 
Mostly, officials have parried onslaughts of 
advice with good humour. But still Japan has 
a sputtering economy, desperately weak 
share prices and a new whiff of panic in the 
money markets. The persistent criticism of 
the Bank’s interest-rate hike last August, the 
first in ten years, is increasingly hard to laugh 
off. 

Recent days have brought dark hints of a 
fresh banking crisis. The weakest of the big 
banks face particular scrutiny. The falling 








share prices of the likes of Daiwa Bank and 
Yasuda Trust suggest serious worries about 
their solvency. Rattled by the stockmarket’s 
fall, and frustrated by the Bank of Japan’s in- 
sistence that the economy is still healthy, ill- 
tempered politicians were this week de- 
manding that the Bank do more to help. All 
that the Bank’s governor, Masaru Hayami, is 
prepared to say is that he will study new 
ways of supplying short-term funds to the 
banks. 

Behind the scenes, though, the central 
bank is preparing for the possibility of hav- 
ing to cut rates back to zero, or even of trying 
something bolder. One obvious sign of this is 
the way the Bank has been lowering its own 
expectations about the economy. Its most 
recent judgment, published on January 
2and, strikes a far more cautious note than 
the upbeat views the Bank peddled last year. 
Exports, it says, are weakening, growth in in- 
dustrial production is slowing, and inven- 
tories in some key industries are beginning 
to rise. In sum, the gradual recovery contin- 
ues, “but the pace is slowing.” 

Less obvious, though perhaps more im- 
portant, is the way the Bank's view about 
falling prices is changing. Although high- 
street prices were clearly still falling at the 
time of last summer's rate rise, the Bank de- 
clared the causes of deflation to be a happy 
mixture of structural changes in the econ- 
omy, the yen’s earlier appreciation, and fall- 
ing unit-labour costs as companies.put sur- 
plus capacity back to work. 

Today, with prices falling faster than 
ever, the Bank seems much less relaxed. De- 
flation, Mr Hayami now admits, is also the 
result of weak demand. Doing something 
about it, though, is rather delicate, given how 
recently the Bank raised rates. Under politi- 
cal attack, the Bank’s struggle for credibility is 
not helped by its wobbly views about prices. 
So far, therefore, officials have been diverting 
attention from falling prices by directing 
eyes towards the potential shock from 
America. Its slowing economy and weak 
stockmarkets might provide face-saving 
cover should policy be reversed. 

Thoughts of a return to a zero interest- 
rate policy (Zirp, to the connoisseurs) are 
meanwhile encouraging speculation that 
the Bank will at last explore more radical 
ways to reflate: by printing money, for in- 
stance. Until recently, the notion has been 
flatly ruled out by Bank officials. Intrigu- 
ingly, attitudes now seem to be shifting. Offi- 
cials used to argue that printing money sim- 
ply would not work. Now, they suggest that 
the idea—as framed by economists, at 
least—is either unworldly or, more point- 
edly, politically dishonest. 

There are two ways in which the Bank 
could print money. It could buy dollars with 
newly created yen, or it could buy back large 
quantities of government bonds. Both 
methods would have the effect of forcing the 
yen lower. One concern is that a sharply 
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Steal industry 


NEW YORK 


NTHE face of it, the bankruptcy of a 

steelmaker, trv, is another sad story 
about a once-dominant company in a 
once-mighty industry. Though its $2 bil- 
lion of debts are not trivial, the case would 
have got little attention but for a nuance in 
ttv’s bankruptcy filing in an Ohio court 
that has alarmed some of the world’s big- 
gest lenders. 

The crux of the issue is whether a des- 
perate plea for money that the court is 
hearing this week will undermine one of 
the great acts of financial alchemy in re- 
cent years: to wit, cheap financing for bad 
creditors. Reams of papers have been filed 
by two of trv’s main creditors, Chase 
Manhattan Bank (now merged with J.P. 
Morgan) and Abbey National, a British 
bank. An adverse ruling from the court 
would be a blow to plenty of other banks. 

Behind the litigation are trv’s efforts 
in the early 1990s to fund a capital-inten- 
sive business as cheaply as an earlier 
bankruptcy in 1986 and difficult operating 
conditions would allow. The solution, 
which has been applied by too many 
other American companies to count, was 
to create a couple of special-purpose ve- 
hicles—essentially, independent legal en- 
tities. These were supposedly insulated 











from the risk of their parent going bank- 
rupt. The first of these vehicles contained 
LTv’s receivables (what it was owed by 
customers), and the second its inventory 
(piles of steel). trv would inject assets into 
these entities, paid for by attractively 
priced asset-backed loans. The size of 
these loan facilities last year, according to 
Standard & Poor’s, was about $650m, or 
equivalent to slightly more than half of 
LTV’s total long-term debt. 

When trv filed for bankruptcy on 
December 29th, everything seemed nor- 
mal (if normality is an empty till and 
18,000 employees wondering whether 
they have a job). Alarms started ringing at 
the commercial banks when it became 
clear that trv was going to argue in court 
that it could use as it liked (ie, not neces- 
sarily to repay interest and principal on 
the asset-backed loans) the money got 
from receivables—since, it claimed, the 
original transfer of the receivables to the 
special-purpose vehicles was not a sale 
but a “disguised finance transaction”. The 
alarms rang louder when the judge ap- 
peared to be sympathetic to trv’s argu- 
ments. The case continues. If the judge 
rules in yrv’s favour, there will be intense 
pain and embarrassment at many banks. 








weakening yen could combine in harmful 
ways with worries about Japan’s financial 
system, consequently prompting foreign in- 
vestors to sell shares in a rush. 

Since Japanese banks must, under inter- 
national rules, adjust their capital base for 
unrealised gains (or losses) in their huge 
share portfolios, a weak stockmarket is of 
particular concern to policymakers. It might 
even explain Mr Hayami’s otherwise puz- 
zling support in January for a stronger yen. 
More broadly, although economists seem to 
agree that a weak yen is desirable, there is no 
such consensus among politicians, in Japan 
or abroad. America has recently hinted that 
it might tolerate a weaker yen, but has said 
nothing explicit and is unlikely to do so if its 
own economy heads into recession. Japan’s 
trading partners in Asia might also be 
alarmed that an aggressive policy to weaken 
the yen would make exports too pricey. 

Buying government bonds raises a sec- 
ond set of problems. The idea is to work on 
people’s expectations of future inflation by 
greatly expanding a supply of money whose 
growth is currently slowing. Yet buying 
bonds would incur massive costs. Pumping 
money growth up from 2% to just 5% a year, 
for instance, would mean annual bond pur- 
chases of ¥15 trillion ($129 billion). The Bank 
would be left with a pile of government 
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bonds. Yet if the Bank did succeed in raising 
people’s expectations about inflation, bond 
prices by extension would collapse. This 
would leave the Bank with a gaping hole in 
its balance sheet, which the government 
would have to fill from somewhere, presum- 
ably from taxpayers. This week the political 
heavyweights from the ruling Liberal Demo- 
cratic Party were telling the central bank to 
buy bonds. A more useful discussion might 
have begun by asking a more awkward 
question: who’s to foot the bill? 

= 





Bananas 


Fruit suit 


N 1999 Miss Chiquita, mascot of the epon- 

ymous banana trader, had a makeover. 
Gone was the old red and yellow dress; in 
came a flowing gown in blue and gold, col- 
ours of the European Union’s flag. Despite 
this ingratiating attire, Miss Chiquita could 
not improve her company’s share of the 
European market. Now, after seven years 
battling a quota system that has been re- 
jected time and again by the World Trade 
Organisation (wTo), Chiquita is embarking 
on another uphill struggle: suing the Euro- 
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pean Commission for damages. 

It is not just Chiquita’s financial future 
that is at stake. This is a big test for the wro’s 
Dispute Settlement Body, which con- 
demned Europe’s banana-import regime, 
and authorised America and Ecuador to re- 
taliate with punitive tariffs. The body’s rul- 
ings, however, were meant only to encour- 
age compliance with wro rules. It is not clear 
that they have the force of law in Europe. 

In 1997 another suit was brought against 
the commission, by the European subsid- 
iary of Dole, America’s other banana giant, 
and an Italian firm. They claimed com- 
pensation for the import licences the com- 
mission’s regime had taken from them, argu- 
ing that they would lose market share 
irreparably while the commission got 
around to reforming its banana-import 
rules. But the European Court of Justice dis- 
missed the case, arguing that any loss was 
reparable. It did not deny, though, that dam- 
age might occur. 

Now Chiquita is seeking to prove that 
damage did indeed occur, and cost it no less 
than €564m ($525m) in lost profits, Proving 
the damage should be fairly easy. Chiquita’s 
market share fell from more than 40% to less 
than 20% between 1992 and 1993, when the 
new quotas came in. This cost Chiquita a lot 
of money. 

But who was responsible? America, Eu- 
rope and their banana-producing partners 
in Latin America, Africa, the Caribbean and 
the Pacific have been squabbling for years. 
Arguably they all, and not just the commis- 
sion, bear some of the blame for Chiquita’s 
troubles. But that is not the same as legal cul- 
pability. Companies cannot usually sue gov- 
ernments for making laws that happen to 
hurt their business. 

The key to Chiquita’s case is that Eu- 
rope’s Council of Ministers ordered the com- 
mission to institute a wro-compliant im- 
port regime in 1998, before the wrTo’s 
deadline of January 1st, 1999. The company 
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~ claims that the commission disobeyed the 
order and broke the law. Chiquita is not the 
only company suing over bananas. A dozen 
small European importers have started ac- 
tions in the European court, and six compa- 
nies in other industries have sued the com- 
mission for provoking retaliatory tariffs 
from America. 

Steven Warshaw, Chiquita’s chief op- 
erating officer, says that the company de- 
cided to file suit last month, when America’s 
negotiations with Europe broke off. But it is 
noticeable that the lawsuit came just nine 
days after the company announced it had to 
restructure $862m-worth of debt. Chiquita’s 
share price has fallen by nine-tenths in the 
past three years, and it managed to make a 
profit only twice since 1992. But its plight can 
hardly all be blamed on Europe’s trade poli- 
cies. Hurricane Mitch destroyed much of its 
Honduran and Guatemalan operations in 
1998, and climbing interest rates made it ever 
harder to finance debt. Even Mr Warshaw 
argues that “the straw that broke the camel’s 
back” was a sixth year of weakening Euro- 
pean currencies. 

But he also says that what pushed Chi- 
quita to the brink of ruin was the commis- 
sion’s announcement in 1992 that it would 
protect its banana market to help the exports 
of Europe’s former colonies. Future import 
quotas were to be allocated according to 
market shares in that year, so naturally both 
American and European companies 
flooded the market with bananas. As prices 
tumbled, Chiquita lost $284m that year; its 
revenues were cut from $4.6 billion to $2.7 
billion. They have never fully recovered. 
Given that Chiquita used to make profits of 
about $100m a year before the current quota 
regime was imposed, its estimate of $525m 
for losses in 1999 and 2000 looks high but not 
outrageous. 

Chiquita’s losses also owe something to 
its own flawed strategy. Unlike Dole, it con- 
centrated on trying to circumvent Europe’s 
quotas, rather than on diversifying. So it 
finds itself worryingly dependent on a be- 
lated European adherence to wo rules, or, 
failing that, on an unpredictable lawsuit. 
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German finance 


Three into one 
will go 


FRANKFURT 


NOTHER scoop for Bild, Germany’s big- 
gest-selling daily: last weekend Hans Ei- 
chel, the country’s finance minister, appar- 
ently slipped a disc doing the housework. 
The surprising thing is that Mr Eichel would 
have time to push the vacuum around. In re- 
cent months he has been busy with impor- 
tant tax reforms and calibrating the tax 
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breaks intended to encourage Germans to 
contribute to their own pensions. On Janu- 
ary 25th he wasatit again, setting out plans to 
reform the regulation of Germany’s finan- 
cial markets and restructure the Bundes- 
bank. 

Of these, the overhaul of regulation is 
the more significant. At present, Germany 
has separate regulators, in separate cities, for 
banks (Berlin), insurers (Bonn) and securities 
houses (Frankfurt). Mr Eichel wants to merge 
the three, to create something akin to Brit- 
ain’s Financial Services Authority. The rea- 
son, he says, is that it is no longer possible to 
draw clear lines between the different 
industries. Financial institutions are com- 
peting increasingly in the same markets, but 
at the same time they are co-operating to sell 
each other’s products. 

The trend, the finance minister and the 
country’s top bankers all think, is firmly to- 
wards Allfinanz: a system of financial con- 
glomerates operating across functional 
boundaries. That may be true, but there is 
still along way togo. Germany hasso far pro- 
duced no financial conglomerates such as 
America’s Citigroup, with its powerful in- 
vestment-banking and insurance opera- 
tions, or even Zurich’s Credit Suisse, which 
bought Winterthur, a Swiss insurer, in 1997. 

However, something is missing from Mr 
Eichel’s reorganisation. Although a national 
securities-trading regulator watches over 
the behaviour of securities houses—keeping 
an eye out for insider dealing, for example— 
Lander (ie, state) governments are in charge 
of the country’s eight bourses. Thus the 
Frankfurt stock exchange reports to the gov- 
ernment of Hesse, the Stuttgart exchange to 
Baden-Wiirttemberg, and so on. The finance 
ministry is known to want to move the regu- 
lation of exchanges to a national level. Mr Ei- 
chel seems to have leta valuable opportunity 
for reform slip. 

His reasons may be political. The Lander 
defend their rights jealously, and Mr Eichel 
will need their support to get his proposals 
through parliament, whose upper house 
consists of representatives of state govern- 
ments. He may not want to annoy the states 
more than he already has. Consolidating the 
regulators and eventually closing two offices 







issure to mean job losses somewhere. Asitis, 
the Lander are upin arms athis plans forthe ~ 
Bundesbank. 

Time was when the words “Bundes- 
bank” and “mighty” were always spoken in 
the same breath. No longer. Monetary policy 
is still set in Frankfurt, but these days at the 
European Central Bank, not at the Bundes- 
bank. Mr Eichel has now decided how a long 
debate about the bank’s future should be 
concluded. To the dismay of state politicians, 
he thinks it should be run on a centralised 
basis. That way, he believes, it will speak 
with a single, and stronger, voice in Euro- 
pean councils. It will also need a good deal 
fewer than its 16,000 current employees. The 
Bundesbank’s management board will 
shrink from 15 members to six, with no state 
representatives. 

Mr Eichel said that he thought the head 
of the Bundesbank, Ernst Welteke, would be 
pleased with the outcome. Really? Although 
Mr Welteke wanted a centralised system, he 
also wanted the bank to be responsible for 
financial-market supervision. The new reg- 
ulator, however, will be independent of the 
central bank, which has made its disagree- 
ment plain. Quite a week for Mr Eichel. As 
well as putting his own back out, he has puta 
lot of other people’s backs up. 
siete racine hati n n " 





Thailand's banks 


Still hurting 


BANGKOK 


ETTER late than never: that is the hope of 

Thaksin Shinawatra, who is about to 
take over as Thailand’s prime minister after 
campaigning on a new bailout plan for 
banks. When Asian debts went bad in 
1997-98, the governments of South Korea, 
Malaysia and Indonesia set up national “as- 
set-management companies” to buy bad 
loans from their commercial banks. This has 
failed in Indonesia—along with every other 
promised reform in the country—but it has 
worked out reasonably well in the other two ` 
places. Now, more than three years after the 
Thai baht collapsed, the country that started 
the region’s crisis is hoping tojoinin. 

Mr Thaksin makes a simple case. Al- 
though the government took over a few 
banks early on, it left the remaining private 
banks to sort out problems on their own. A 
new bankruptcy court, combined with new 
foreclosure laws, was supposed to encour- 
age Thai debtors to bargain in good faith. 
Many firms, however, have continued. to 
defy their creditors, who often cannot agree 
among themselves on how to proceed. Ig- 
noring accounting fudges, non-performing 
loans remain cripplingly high, at 1.7 trillion 
baht ($39 billion). Over the past six months, 
fresh bad loans have kept pace with old ones 
restructured or rehabilitated. Something 
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needs to be done, but what? The proponents 
of a bailout argue that if the government 
combined all the bad debts into single 
heap—even if it outsourced their manage- 
ment—then some of the conflicts that have 
divided creditors to date could be avoided. A 
centralised government asset-manager, Mr 
Thaksin argues, would help to get credit 
flowing again. 

Not everyone agrees. Richard Hender- 
son, at Kim Eng Securities in Bangkok, says 
that it would be better to press on with legal 
reforms that would make it harder for debt- 
ors to play games. By abandoning this pro- 
cess halfway through, he warns, there is a 
risk that Thailand will fail to establish a sys- 
tem in which borrowers pay their debts. 

Yet Mr Thaksin seems hell-bent. If he 
does pursue a centralised approach, what is 
the best way to go about it? One of the most 
difficult issues is how to value the loans. Su- 
pavud Saicheua, an economist at Merrill 
Lynch in Bangkok, suggests a way to solve 
this. Roughly half of the book value of the 
country’s bad loans is backed by collateral. 
Private-sector banks have now fully provi- 
sioned for the other half. Mr Supavud thus 
suggests that the banks should transfer all of 
their provisioned capital into the national 
asset manager, as equity, along with the col- 
lateral that backs their secured loans. This 
would protect the government against losses 
on the unsecured loans, and allow the banks 
to regain whatever the government collects. 

Some of the debts secured by collateral 


will be worthless. Mr Supavud argues that 
this is not a problem. The government could 
pay for the secured debts by giving the banks 
bonds for that 50% chunk of their loans— 
with, say, four-fifths of the chunk guaran- 
teed by the government and the rest contin- 
gent upon the loans getting paid. That way, 
even if the government failed miserably, the 
banks would be guaranteed to recoup 40% of 
their loan value—not far off the 40-50% re- 
covery rate that analysts in Thailand think 
feasible. The government's losses would also 
be limited. That should ease the concerns 
over Thailand's public-sector debts, which 
stand at 55% of GDP. 





European stock exchanges 
Taking one’s 
Easdaq 


NTHE race tocreate aglobal market for eq- 
uities, it is hardly a winning spurt; more a 
jostling for advantage on the starting blocks. 
But news that America’s Nasdaq is in talks 
about taking control of Easdaq, a pan-Euro- 
pean exchange based in Brussels, suggests 
again how fierce that race might become. 
The talks, on which neither exchange 
will comment and which may yet come to 
nothing, are in many ways an admission of 
failure. Easdaq was launched in 1996 with 
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Nasdaq as one of its shareholders. Its stated 
target was to attract 500 companies to list 
there within a year. It aimed to do for Europe 
what Nasdaq had done for America: provide 
an attractive alternative market for shares in 
technology and “growth” companies. Yet 
Easdaq currently has only 62 listed compa- 
nies. Followinga recent slump in the volume 
of trading, some of them are threatening to 
take their listings elsewhere. There have been 
no newcomers for months. Easdaq does, in 
addition, list more than 100 companies 
whose shares are also listed on Nasdaq or 
other exchanges, but so far trading in most 
shares around the world has predominantly 
taken place on their home exchanges. 
Steffen Schubert, Easdaq’s chief execu- 
tive, made a plaintive confession in a press 
interview last November: “We are open to 
any kind of interest from the outside world, 
be it a merger, be it whatever.” Any deal de- 
pends on Knight Trading, an American se- 
curities firm that owns 19% of Easdaq and is 
the biggest market-maker on Nasdaq. 
Easdaq’s failure has two root causes. The 
pan-European market did not grow as fast as 
expected, even after the advent of the single 
currency two years ago. Investors have been 
held back by cumbersome and costly cross- 
border clearing and settlement systems. Sec- 
ond, national exchanges, partly fired by 
Nasdaq's success, competed fiercely for list- 
ings and pushed their own “growth mar- 
kets”, such as Neuer Markt in Frankfurt, Le 
Nouveau Marché in Paris, Nuovo Mercato in 








OW often can Abbey National spurn 

its suitor? For the third time, Lloyds 
TsB smiled its sweetest smile and came 
wooing, bringing an offer in cash and 
shares worth nearly £20 billion ($30 billion) 
and ambitious plans for a future together. 
The marriage would have created Britain’s 
second largest banking group. Abbey did 
not consent. The terms were still “inade- 
quate and uncertain”. Abbey is rather keen 
on the smaller Bank of Scotland. 

The uncertainty is likely to go on for a 
while. Lloyds Tss is waiting to see whether 
its bid will be referred to Britain’s Compe- 
tition Commission by the Office of Fair 
Trading (ort). A decision is not expected 
until February 23rd, and is hard to predict. 
Abbey shareholders will not think hard 
about Lloyds’ bid until the ort has ruled. 

If there were an objection to Lloyds 
TsB’s merger plans, it would arise over the 
combined bank’s market share in current 
(checking) accounts. According to Merrill 
Lynch, which is advising Lloyds tsb, the 
two banks would have a national market 
share of 27%; others say almost one-third. 
Either way, it passes the 25% threshold 





A pocketful of posies 


which normally triggers a competition in- 
vestigation. Lloyds Tsp argues that what 
countsis the share of new current accounts 
the combined banks would win. By that 
measurement, the figure would fall to 
23%—just under the threshold. 

The threshold may not be the crucial 
issue. After all, National Westminster Bank 
and the Royal Bank of Scotland were al- 
lowed to join forces despite having over a 
quarter of the market for small and me- 
dium-sized businesses in England and 
Scotland. More worrying for Lloyds is the 
political climate. The bid, by a bank notori- 
ous as a slasher of employees and 
branches, comes as a general election ap- 
proaches. Although Lloyds has promised 
not to shut any of Abbey’s branches for 
two years, the closures would surely start 
soon afterwards. Lloyds expects eventually 
to wring nearly £1 billion of annual savings 
and synergies from the merger. 

Lloyds Tsg insists that merging with 
Abbey National will create “a stronger 
platform for overseas expansion”. That is 
the bank’s cherished ambition, but is un- 
likely to be furthered by this deal. Grap- 








Ellwood the Ambitious 


pling with the merger will leave Lloyds’ 
chief executive, Peter Ellwood, far less time 
to chase potential European partners. In- 
deed, the pursuit of a bank back home ap- 
pears to be an admission by Lloyds that its 
quest for a deal in Europe has failed. And if 
the ort scuppers Mr Ellwood’s ambitions 
in Britain too, he may come to regret the 
day he ever called on Abbey National. 
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Italy and London’s techMark. 

For the same reasons, Nasdaq itself has 
failed to make much headway in Europe. 
Nasdaq Europe, launched in November 
1999 in alliance with some (at the time) high- 
flying stars of the tech boom, such as Japan’s 
Softbank, has gone nowhere. And Nasdaq’s 
plan last year for a joint venture with a new 
exchange that was to be formed by a merger 
of the London and Frankfurt exchanges, to 
be called ix, also fell through when London’s 
shareholders rejected the ix deal as insuffi- 
ciently lucrative. 

Nevertheless, Nasdaq has clearly not 
abandoned its efforts toexpand into Europe, 
and indeed around the world. Its chairman, 
Frank Zarb, has long argued that “in a few 


Morgan Stanley 


Man overboard 


NEW YORK 


years, trading securities will be digital, global 
and accessible 24 hours a day”, and that Nas- 
daq wants tobe the market where it happens 
first. Its parent, the National Association of 
Securities Dealers, has just completed a priv- 
ate placement of shares that has raised 
$326m for Nasdaq, so it has some money to 
spend. Diversifying away from America 
may seem more urgent in the light of the 
economic slowdown there. 

Yet control of Easdaq is unlikely to meet 
Nasdaq’s needs in Europe. To woo new list- 
ings and foster heavy trading volumes may 
still require a big, eye-catching tie-up. Even if 
the Easdaq deal goes through, Clara Furse, 
the new boss of the London Stock Exchange, 
may find Nasdaq a persistent suitor. 
Se ee | 





The power struggle at Morgan Stanley has come to an end. Its problems 


certainly have not 


O FIND the losing party in a banking 

merger of supposed “equals”, look no 
further than the name of the merged entity: 
the loser secures that, at least. Consider Citi- 
group, J.P. Morgan and Bank of America.On 
January 29th, as if to emphasise the point, 
Morgan Stanley dropped the Dean Witter 
part, which it picked up in 1997 when the 
waspish investment bank tied the knot with 
a middle-market brokerage. The rebranding 
comes swiftly after the resignation of the 
merged bank’s president, John Mack, the 
model of a Morgan Stanley man. It leaves the 
chief executive, Philip Purcell, a one-time 
head of Dean Witter, fully in charge. 

Ever since the merger, it had been widely 
believed that as part of the deal Mr Purcell 
promised to give up his post after a number 
of years, to make way for Mr Mack. What- 
ever the case, Mr Mack decided that the time 
had come to demand the top job or leave be- 
fore he was too old to get one elsewhere (Wall 
Street rumours suggest he may 
soon join Citigroup as heir-ap- 
parent to Sandy Weill). Mr Pur- 
cell’s edge in a dogged power 
struggle became ever clearer in 
the past year. Yet before the 
merger, Morgan Stanley was by 
far the more prestigious firm, 
and it had a reputation as a 
deal-maker. 

The key to Mr Purcell’s suc- 
cess has been his cultivation of 
the board, which backed him 
last week over Mr Mack’s de- 
mands for the succession pro- 
mise to be honoured. Of Mor- 
gan’s outside directors, five 


Witter, and only two with Morgan Stanley. 

Mr Purcell, in contrast to Mr Mack, keeps 
out of the limelight. Yet news of the coup 
raced down Wall Street, where Mr Mack is 
respected as a leader and superb salesman, 
even if not always liked; his nickname, per- 
haps inevitably, is “Mack the Knife”. The 
coup was widely interpreted as a blow to 
Morgan Stanley’s fortunes. Investment 
bankers at Merrill Lynch and Goldman 
Sachs reacted with glee. 

To put a good spin on things, Mr Purcell 
held an old-fashioned, behind-closed- 
doors session with analysts on January 
31st—which some Wall Streeters reckon 
breached new Securities and Exchange 
Commission rules that demand broad- 
based disclosure. One of the many concerns 
raised was that valued employees might 
bolt. Richard DeMartini, the head of Morgan 
Stanley’s international private-client group, 
jumped ship for Bank of America the day 
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after Mr Mack’s departure. Another was that 
Mr Purcell’s background as a consultant for 
McKinsey, followed by a stint in retail bro- 
kerage, might lay bare a weakness in invest- 
ment banking, where Mr Mack had respon- 
sibility. Mr Purcell’s leadership style is 
described by a former colleague as “auto- 
cratic and bureaucratic”, hardly the qualities 
upon which the old Morgan Stanley rose to 
prominence. 

Yet it is a different firm these days, a jug- 
gernaut with more than 55,000 employees 
providing all sorts of financial products. The 
Discover Card, a hugely successful credit 
card, was developed by Mr Purcell himself. 
Besides, the merged entity has been far more 
successful than anyone dared predict. 
Boardroom squabbles in the aftermath of 
giant mergers elsewhere (as at Citigroup) 
only highlight the success. 

Whatever the personal frictions, Messrs 
Mack and Purcell mostly agreed about strat- 
egy, though Mr Mack was recently keener on 
merging with a commercial bank. He 
wanted Morgan Stanley to have the strength 
to fight off challenges from Citi and J.P. Mor- 
gan by being able to “lend” its balance sheet 
to big corporate clients. Mr Purcell says he 
agreed with Mr Mack on this, but prefers 
Morgan Stanley to strengthen its balance 
sheet by building up its own banking opera- 
tions rather than merging. The integration of 
Morgan Stanley with Dean Witter was made 
relatively easy because of the lack of overlap 
between the two firms. Where integration 
was needed was in the executive suite. 

Mr Purcell has his work cut out continu- 
ing the success. The firm’s equity business 
has come under growing criticism. Last year 
Morgan Stanley did a fine job raising money 
for clients. It underwrote some 50 initial pub- 
lic offerings worth $13.2 billion, according to 
Thomson Financial Securities Data. Yet these 
deals mostly earned next to nothing for in- 
vestors, a record far worse than that of Gold- 
man Sachs and Merrill Lynch. Customers 
have a good memory for such details. 

Besides, equity underwriting and merg- 
ers and acquisitions are both in the dol- 
drums and may be there for some time. Mr 
Purcell is keen to see the firm’s 
retail-brokerage and asset- 
management businesses grow 
overseas, especially in Europe. 
Yet the retail mutual funds de- 
veloped by Mr Purcell’s Dean 
Witter, the cornerstone of its 
asset-management business, 
have produced lacklustre re- 
turns. During the most recent 
one-, five- and ten-year peri- 
ods, according to a fund- 
tracker, Morningstar, the 
funds’ performance was below 
the industry average. Selling 
underperformance in a bear 
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I’m putting his card on the table 


market is no easy task. 
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Debating the minimum wage 


When governments put a regulatory floor under wages, does that destroy 
jobs? An update on a long-running dispute 


HE story so far. For many years econo- 

mists took it for granted that acompul- 
sory minimum wage, set much above the 
floor that emerges in an unregulated la- 
bour market, would reduce employment. 
Young or unskilled workers would be un- 
able to find work at the mandatory mini- 
mum: the bottom of the demand. curve 
would be chopped off. Of course, if the 
minimum were so low as to impinge on 
none of the wage bargains actually being 
struck, there would be no effect. The higher 
the minimum wage, once it starts to bind, 
the bigger the loss of jobs. 

The possibility that a minimum wage 
would not reduce employment, and might 
even increase it, was acknowledged. This 
could happen through market failure of 
some kind. Suppose, for instance, employ- 
ers have monopsony power as buyers of 
labour: they will curb their demand, to 
drive wages lower. A minimum wage 
could remedy this, raising wages and ex- 
panding employment at the same time. But 
in a normal, competitive labour market, 
this should not arise. 

Then along came David Card and Alan 
Krueger, two of America’s most distin- 
guished labour economists. They looked at 
the effect of a big increase in New Jersey’s 
minimum wage, in 1992, on employment 
in the local fast-food industry—and they 
discovered that it pushed employment up. 
This attracted wide attention. The claim 
featured prominently in their widely cited 
book “Myth and Measurement”. It influ- 
enced the debate over raising the mini- 
mum wage in the United States; and when 
Britain introduced a minimum wage of its 
own, their findings were cited again. 

Next came a paper by David Neumark 
and William Wascher. They went back to 
the New Jersey case, using different and 
(they argued) better data and methods. 
They found that the rise in the minimum 
wage had reduced employment, after all, 
much as one might have expected. 

For those who follow this intriguing 
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quarrel, there are new developments to re- 
port. In the current issue of the American 
Economic Review, after the protracted de- 
lay normally associated with that es- 
teemed journal, both sides publish revised 
and polished versions of their earlier posi- 
tions. They have reviewed each other's 
work and made adjustments. The differ- 
ence has narrowed, but remains. In es- 
sence, Messrs Card and Krueger defend the 
validity of their earlier work; in essence, 
Messrs Neumark and Wascher still think it 
wrong. But the range of their respective es- 
timates has shifted—enough so that they 
now touch, just, in the middle. Messrs Card 
and Krueger no longer insist that the higher 
minimum wage pushed employment up; 
they have settled for saying that (contrary 
to the standard model) it “probably had no 
effect”. Messrs Neumark and Wascher 
have lightened the emphasis on falling em- 
ployment, emphasising instead their con- 
viction that (contrary to what Messrs Card 
and Krueger had first claimed) employ- 
ment did not go up. 


Second inning 

Just as the discussion seemed about to fiz- 
zle out, two new contributions have ar- 
rived. A note by Thomas Michl suggests a 
different compromise: maybe both of the 
earlier positions were correct. After exam- 
ining the data already collected, Mr Michl 
suggests the following possibility: that the 
minimum-wage increase left the overall 
number of workers employed roughly the 
same, but reduced their hours. (Not im- 
plausible, given that most workers in the 
fast-food business are part-timers.) Then it 
would be true that the wage rise reduced 
the demand for (hours of) labour, as the 
standard model says; but at the same time 
it could also be true, as advocates of the 
minimum wage say, that the incomes of 


the affected workers went up, thanks to the 


combination of fewer hours at work and 
the higher wage rate. In which case the pol- 
icy could be judged a success, even though 
it had “reduced employment”. 

Still there? Hold on, because yet an- 
other new idea, much more hostile to 
minimum wages, has now been put for- 
ward. Peter Tulip, an economist at the Fed- 
eral Reserve, asks a different but very inter- 
esting question: could a high minimum 
wage raise the equilibrium economy-wide 
rate of unemployment (or NAIRU)? 

This directs attention away from the 
“affected workers” in fast-food restau- 
rants or wherever, the focus of the earlier 
research, to the labour market as a whole. 
Suppose a high minimum wage, by press- 
ing on the structure of pay differentials, 
raises wage growth and hence inflation 
across the economy. Higher unemploy- 
ment would then be necessary to stop in- 
flation accelerating. Employment might 
not fall among “affected workers”, but it 
would have to fall in some other part of the 
economy. The damage would be subtler, 
but no less real. 

Mr Tulip finds, on crunching his num- 
bers, that this is what happens. So strong is 
this indirect effect, on his calculations, that 
the gradual fall in the relative value of 
America’s minimum wage over the past 20 
years is capable of explaining 1.5 percent- 
age points of the fall in the country’s equi- 
librium rate of unemployment over the 
same period. In Mr Tulip’s view, a good 
part of the difference between the low 
equilibrium rate of unemployment in 
America (and Britain) and the much higher 
rates in continental Europe can be attrib- 
uted to Europe’s higher minimum wages. 

That should stir things up. It will be in- 
teresting to see how other specialists re- 
spond. You will probably be able to read 
about it in the American Economic Re- 
view in, say, three or four years’ time. 


The papers referred to are: “Minimum Wages and Em- 
ployment: A Case Study of the Fast-Food Industry in 
New Jersey and Pennsylvania: Comment”, by David 
Neumark and William Wascher; and the “Reply” to it by 
David Card and Alan Krueger, aer, December 2000. 
“Can Rescheduling Explain the New Jersey Minimum 
Wage Studies?” by Thomas Michl, Eastern Economic 
journal, Summer 2000. “Do Minimum Wages Raise the 
NAIRU?” by Peter Tulip, Federal Reserve Finance and 
Economics Discussion Series 2000-38 (available at 
www federalreservegov). 
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Puncturing AIDS 


‘SCIENCE AND TECHNOLOGY 


A new partnership between industry, charity and governments is pushing 


AIDS vaccines into clinical trials 


ACCINES have long been the poor rela- 
tions of the medical world. At the mo- 
ment, global spending on research for a vac- 
cine against the human immunodeficiency 
virus (Hiv), which causes Alps, amounts to 
$300m. That is a tenth of the sum spent on 
buying drugs to treat the disease in America 
` and Europe. At first sight, this might seem 
surprising. Some 36m people are infected 
with niv—a potentially huge market for 
whoever cracks the vaccine problem first. 
But most of those people are in Africa, and 
Africans have no money. Add to that the fact 
that mv is hard to protect against because 
the very immune cells that vaccines are 
priming to resist infection are the ones dis- 
abled by the virus. Perhaps the lack of inter- 
est is not so surprising, after all. 

This is the challenge that Seth Berkley, 
head of the International aros Vaccine Ini- 
tiative (1avi), took on when he started the 

" organisation in 1996. From a small beginning, 
1Avi has grown to include 60experts from in- 
dustry, academia and the public. It has an 
annual budget of $24m and, so far, it has 
raised $230m of capital. That is 40% of whatit 
wants over the next five years to reach its 
goal of pushing a dozen different vaccines 
through early development, and getting two 
or three of them into big clinical trials. 

Many people in both the public and 
private sectors doubt whether an outfit like 
ravi has the resources to succeed: where 
well-heeled drug companies have feared to 
tread. But a fresh vote of confidence has just 
come from the Gates Foundation, which has 
topped up its earlier grants to the Initiative 
witha new $100m donation. Andon January 
27th, ravi announced further proof that it 
means business: the start of clinical trials in 
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Kenya to test its first Arps vaccine. 

The trials just given the green light by the 
Kenyan government are for small numbers 
of healthy volunteers to be injected with this 
vaccine, to test its safety and its ability to 
stimulate the immune system (see box over- 
leaf). Similar trials have already started in 
Britain, where the vaccine was developed, 
and early results show no complications. It 
will take at least a year for the data from the 
Kenyan tests to roll in, but then decisions can 
be made as to whether the vaccine should be 
put through its paces in larger trials to test its 
actual effectiveness. 


Going my way? 

While this vaccine’s efficacy remains to be 
seen, the Kenyan experiment has already 
broken new ground. In particular, 1avi has 
shown that it is possible to link disparate 
groups of people—scientists at Oxford Uni- 
versity and the University of Nairobi, and 
manufacturers in Britain and Germany—to 
move a vaccine from concept to product in 
record time. One way it has hastened the 
pace is by recruiting product managers from 
industry to co-ordinate the various vaccine 
projects it funds, and by keeping a close eye 
on the development process, much to the 
annoyance of certain parties that are used to 
charities taking a more hands-off approach 
to projects. 

Another novelty is that the vaccine is not 
some rich-country product tweaked around 
the edges to accommodate the tropical poor. 
From the beginning, it was intended to fight 
the a strain of Hiv that is common in Kenya 
rather than the s strain which circulates in 
the West: Moreover, the clinical trials are de- 
signed and conducted by local doctors. This 


builds up home-grown scientific knowl- 
edge, and also helps to avoid some of the eth- 
ical issues that testing rich-world drugs on 
poor populations brings in its wake. 

Lastly, one of 1avi’s conditions for finan- 
cial support is that any vaccine that emerges 
must be priced within the reach of poor 
countries. If a developer reneges on this ob- 
ligation, [Avi can exercise its contractual 
rights over the product’s patent to find a 
third party who is willing to make the vac- 
cine and sell it more cheaply. 

It is not only academic centres that have 
been attracted by 1avi’s proposition. A few 
biotechnology companies, such as Targeted 
Genetics in Seattle, with bright ideas but not 
much cash, have entered into partnerships. 
One of these—Alphavax in Durham, North 
Carolina—was_ kick-started with money 
and manpower from ravi, which thus acted 
as a sort of “social” venture-capital fund. Al- 
phavax, along with its partners in South Af- 
rica, hopes to start human safety trials of its 
proposed vaccine later this year. Similar 
ventures with other biotechnology firms 
and their local partners are in the works for 
India and China. 

Besides giving vaccine developers a 
helping hand, 1avt has been trying to mobil- 
ise financial and political support from the 
world’s richest countries. This move from 
science to advocacy is controversial both 
within the organisation and outside it, but 
Dr Berkley makes no apologies. Getting gov- 
ernments to recognise the importance of an 
AIDS vaccine is as critical as getting the sci- 
ence right in the laboratory. 1av1's efforts at 
lobbying politicians and bankers are starting 
to pay off. In 2000, Bill Clinton promised mil- 
lions more dollars to fund aips vaccine re- 
search. The European Commission is work- 
ing on a draft proposal to offer financial 
incentives, such as R&D tax credits, for vac- 
cine work. And the World Bank has set up a 
new $1 billion concessional loan programme 
to help countries tackle infectious disease, 
including sips. 

More money, and more commitment, 
are certainly needed—particularly from 
large drug companies. Vaccine development 
is dominated by four big firms: Aventis, 
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HE latest vaccine from the Interna- 

tional amps Vaccine Initiative, LAvI, 
which is starting its clinical trials in Kenya 
(see main story), is not the only shot in the 
locker. Since 1987, 30 potential Arps vac- 
cines have moved out of the laboratory 
and into testing on more than 6,000 volun- 
teers, mainly in America and Thailand. 
Most of these trials have been early-stage 
efforts, designed to show that the products 
are safe and that they do actually stimulate 
the immune system in ways that might 
protect against infection by the humanim- 
munodeficiency virus (Hv), which causes 
the disease. 

Proving that a vaccine works in the 
rough-and-tumble world of unprotected 
sex and careless intravenous drug-use re- 
quires large trials, including thousands of 
people who are at risk of contracting HIVv. 
So far, only one produced by VaxGen, an 
American biotechnology company, has 
made it to this late stage of testing. Vax- 
Gen’s candidate contains gp120, a sucker- 
like protein from the envelope that sur- 
rounds each mv particle (see illustration). 
The company mass-produces this protein 
through genetic engineering. 

The hope is that VaxGen’s product will 
prompt the body’s immune system to pro- 
duce antibodies that will bind to the virus, 
rendering it defunct. One version of the 
vaccine, which contains gp120 from the sB 
strain of Hiv, the type most common in the 
West, began large-scale clinical trials in 
America in 1998. These trials are due to re- 
port their initial results later this year. A 
second set of trials, on gp120 from both the 
B strain and the £ strain, which is most 
common in Asia and which varies slightly 
from the s strain, started in 2,500 intrave- 
nous drug users in Thailand in 1999, with 
preliminary results expected in 2002. 

Even if VaxGen’s vaccine succeeds in 
raising antibodies in its recipients, this may 
not be enough of an immune response to 
protect people against Hiv. Laboratory 





AIDS vaccines on trial 


studies, and close observation of some 
lucky individuals who seem more resistant 
toHrv than others, suggest that stimulating 
another component of the body’s immune 
system—so-called killer r-cells—is the key 
to keeping the virusin check. 

Kicking killer T-cells into action with a 
vaccine is much harder than stimulating 
the production of antibodies, because of 
the complex cellular interactions that it 
takes to get them going. One way is to de- 





Take that, you suckers 


liver the bit of the virus you want the killer 
cells to respond to using another virus 
which doesn’t cause human disease—a 
sort of vaccine Trojan horse. 

Aventis, a Franco-German pharma- 
ceutical firm, is using canarypox virus todo 
just that. As the name suggests, the germ is 
bad for birds but harmless in humans. 
Aventis has engineered canarypox virus to 
carry the gene encoding gp120 and other 
HIV genes into recipients, and injected it 
into small numbers of volunteers in Amer- 
ica and France, followed by ordinary 
gp120. Preliminary results show that this 
approach prompts enough of a response 
among killer r-cells for the company, along 
with America’s National Institutes of 


Health, to press forward with large-scale 
efficacy trials in the United States and 
Thailand. 

A third possibility is a “DNA vaccine”, 
which delivers the parts of Hiv thought 
necessary to stimulate a protective immu- 
nity as naked genetic material. This is the 
method that 1avi is now testing in Kenya, 
although its pna vaccine will be followed 
by a Trojan-horse virus to boost the killer- 
cell response. 

And there are other ideas. Some people 
are testing different, and they hope more 
effective, viral Trojan horses. Others are 
tinkering with bacteria as rv carriers, or 
trying to soup up existing vaccine systems 
with other molecules known to boost the 
immune system. 

Whatever the method, the barriers to 
getting from bright idea to large-scale clini- 
cal trials remain formidable, according to 
Jose Esparza, co-ordinator of the wHo/ 
UNAIDS HIV vaccine initiative. The science 
of arps vaccines is still uncertain. What 
works brilliantly in animal models of mv 
infection does not necessarily stimulate 
the human immune system. 

Even if it does, experts are still debating 
what sort of immune response is the most 
desirable. On top of that, running field 
trials is a costly, time-consuming business, 
made trickier by the technical, political 
and ethical difficulties of doing such work 
in poor countries—countries that may be 
unable to afford the fruits of the research, if 
those should be a successful vaccine. Soit is 
hardly surprising that the number of vac- 
cines moving through the pipeline tolarge- 
scale trials has been small, and their pro- 
gress sluggish. 

Researchers are hopeful, however, that 
the sheer variety of approaches in the 
works will yield a winner. That would bea 
boost to those fighting uv in the field, and 
a positive signal to large pharmaceutical 
firms which may otherwise be wary of get- 
ting into Arps vaccines. But as Dr Esparza 
points out, even failure, at this early stage, 
would be progress of a sort, as well as a 
valuable lesson for future efforts. 
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Merck, GlaxoSmithKline and American 
Home Products. All have a few projects on 
HIV vaccines under way, some more ad- 
vanced than others (see box). But none has 
quite the range that ravi has assembled, and 
Aventis, at least, has expressed an interest in 
partnerships with the Initiative when the 
time comes to do large clinical trials in de- 
veloping countries. 

Some other companies are a little warier. 
Despite 1avrs assurances to the contrary, 
they worry. about the organisation’s stance 
on intellectual property, fearful that they 
might lose their patents to, say, an Indian 
vaccine manufacturer that would churn out 
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enough of their expensive new product to 
steal markets in the industrialised world that 
really can afford to pay more. They fretabout 
1avi’s demands for “accessible” vaccine 
prices, and thus whether they can recoup 
their investment. And they wonder whether 
politicians, particularly in America, will start 
asking hard questions if firms charge signifi- 
cantly less for an Arps vaccine in Tanzania 
than they doin Tallahassee. 

All these issues are still to be resolved. 
IAVI’s.way is not the only way to get an AIDS 
vaccine to market, but it is certainly one of 
the most promising. As a result, the Initia- 
tive’s future is important, not just for AIDS- 


vaccine research, but for the whole field of 
creating drugs for poor countries. A range of 
new public-private partnerships to tackle 
malaria, tuberculosis and other developing- 
world afflictions has sprung up in ravrs 
wake. Few are quite as multi-faceted as ravi, 
which works on the scientific, financial and 
political fronts all at once, but tavi’s success 
would give them all a boost. Nothing is cer- 
tain. As Jane Rowley, one of tavr’s directors 
points out, the consortium is very much a 
work in progress. But so is the onslaught of 
Arps. Anything that helps the vaccine mak- 
ers catch up is welcome. 
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Earthquakes in India 


Worse to come? 


ENS of thousands are feared dead after 

the Bhuj earthquake in the Indian state of 
Gujarat. Horrifyingly, seismologists think 
that for India the worst is probably yet to 
come. Roger Bilham, a geologist at the Uni- 
versity of Colorado at Boulder, believes that 
more than 60% of the Himalayan region to 
the north of the country is overdue for an 
earthquake of magnitude 8 or more. Such a 
quake would release an amount of energy 
equivalent to a nuclear explosion of more 
than 150 megatonnes (the Bhuj quake was of 
magnitude 7.5, or about 30 megatonnes). A 
Himalayan earthquake of this severity 
would threaten built-up areas in the Ganges 
valley, including Delhi (population, 15m) 
and many other cities with a million or more 
people living in them. 

Earthquakes happen when the rocky 
plates that make up the earth’s crust shift 
suddenly. These plates are in constant, albeit 
very slow, motion. As a result, huge pres- 
sures build up in them over the years, and 
this accumulated strain is often released as 
an earthquake. 

The Bhuj earthquake was unusual be- 
cause the strain had built up in the middle of 
a plate. (Most earthquakes occur along plate 
boundaries.) But as the people of Gujarat 
found, such “intraplate” earthquakes can be 
` devastating. They also tend to recur. In 1819, 
for example, the fault system that caused the 
Bhuj earthquake produced an earthquake 
estimated to have been of magnitude 7.7 in 
the nearby Rann of Kutch, a salt marsh. 

That quake, however, killed fewer than 
2,000 people. Today, the population of the 
region is 10-20 times greater. According to Dr 
Bilham, if the death toll in Bhuj exceeds 
19,500—as now seems likely—it will have 
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been the most lethal earthquake in the his- 
tory of India. 

Despite that, most powerful Indian 
earthquakes tend to occur towards the north 
of the subcontinent (see map). That is be- 
cause for tens of millions of years the greatest 
collision of all between the earth’s plates has 
been happening there. Where the Indian 
and Eurasian plates meet, the violence of 
their impact has squeezed and crumpled the 
rocks between them to throw up the tower- 
ing peaks of the Himalayas and the plateau 
of Tibet. It is here that the next big Indian 
earthquake is most likely to happen, al- 
though the entire subcontinent is riddled 
with faults on the verge of failure, having 
been under pressure for so long. 

How much that worries the authori- 
ties—or, at least, how much they are willing 
to act on their worries—is a different ques- 
tion. Dr Bilham and Vinod Gaur, from the 
Centre for Mathematical Modelling and 
Computer Simulation in Bangalore, writing 








Arsenic and old brakes 


NTRODUCED plants are often re- 

garded as a nuisance by those whose 
land they invade. But previously unwill- 
ing hosts of the Chinese brake fern may 
come to delight in their good luck if re- 
search published in this week’s Nature 
can be exploited successfully. That is be- 
cause Lena Ma of the University of Florida 
and her colleagues have shown that the 
fern has a near-insatiable appetite for ar- 
senic. It could thus be used to help clean 
up spoil heaps contaminated with this 
unpleasant element. 

Dr Ma’s interest was piqued when she 
found brake fern growing near an old 
wood-preservation site in central Florida. 
The site was contaminated with copper 
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arsenate, a fairly noxious substance, but 
the fern was apparently thriving. Analys- 
ing fronds from the site showed that they 
had accumulated as muchas five grams of 
arsenic for each kilogram of the fern’s fo- 
liage. And when, prompted by this dis- 
covery, the researchers started growing 
brake fern in laboratory conditions, they 
were able to quadruple this figure. 

In theory, a contaminated site could 
have much of its arsenic sucked out of it 
over the course of a few years by planting 
it with Chinese brake. And, since brake is 
one of the few ferns that prefer sunny con- 
ditions to dark and moist ones, it could be 
planted on a wide variety of such sites. 
Green, then, in more ways than one. 
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late last year in Current Science, said that 
until recently Indian seismological research 
has neglected a technique known as geod- 
esy, which measures the strains accumulat- 
ing in, and distorting the surfaces of, plates. 
The pattern of those distortions cannot be 
used to predict earthquakes, but it can be 
used to work out which areas are mostat risk 
from them. 

In the past decade, geodesy has been 
revolutionised by global-positioning-sys- 
tem (Gps) technology, a satellite-based 
method of locating points on the earth’s sur- 
face precisely. Grps—based geodesy has now 
begun in several parts of India, and Dr 
Bilham and Dr Gaur think that the wider 
availability of this technique could reduce 
uncertainties about the stresses and strains 
within the Indian plate by a factor of four. 
But they warn that its application is being 
hampered by the military requirement to 
maintain the secrecy of raw, precise, posi- 
tional information. The zones of maximum 
earthquake risk are near India’s borders. The 
government does not want to make a 
present of accurate maps to its enemies. 

Such concerns, while understandable, 
can be taken too far. According to Dr Bilham 
and Dr Gaur, they have been taken much 
too far—and Gujarat is a case in point. 
Fastidious documentation of the area is al- 
ready available from a survey carried out in 
the late 19th century; nothing seismology 
adds could possibly help an enemy. Besides, 
more civilian deaths have occurred in the 
area from earthquakes than in recent wars. 
Dr Bilham says that the Indian government 
has even forbidden him to use a gravity me- 
ter in the region (such a meter measures 
whether a point is moving away from the 
centre of the earth, and therefore indicates a 
build up of strain that might be released as 
an earthquake). That seems absurd. National 
security is terribly important. But not all 
threats to it are military. 

E 
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BOOKS AND ARTS 





It's mourning in America 


A memorable first novel confirms that the American civil war still has a tight 


grip on the nation’s psyche 


es American civil war has inspired 
some of the nation’s most widely read 
fiction: “Uncle Tom’s Cabin”, which virtu- 
ally forecast the conflict; “The Red Badge of 
Courage”, which still appears on many col- 
lege reading lists; “Gone With the Wind”; 
and, more recently, Charles Frazier’s run- 
away success, “Cold Mountain”. Each, in its 
way, reflects the time in which it was written. 
* Yet, what these books have in common, in 
addition to the setting, is the triumph of the 
narrative—the story as a journey towards re- 
demption. Now comes a new (first) novel 
from a young short-story writer, which deals 
with the same experience but gives it an ut- 
terly different treatment; a work, unlike any 
that has come before it, that raises its charac- 
ters’ imaginative life to the same plane as 
their life stories. 

The grief in Chris Adrian’s title is for a 
bugle boy, Tomo, killed at the start of the war; 
beyond him, for the 620,000 dead of that 
war, for the dead of all wars, for death itself. 
Gob, the boy’s brother, thinks he can build a 
machine to bring Tomo back and abolish 
death. Gradually, Gob’s machine takes over 
his New York mansion on Fifth Avenue, a 
crazy assemblage of levers and gears, of iron, 
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Gos’s Grier. By Chris Adrian. Broad- 
way Books; 384 pages; $24.95 











glass and crystal, of bones and blood. First it 
resembles an angel, or perhaps a lamb, then 
a person, and finally an edifice, crowned 
with a model of the local cemetery’s gate- 
house, the whole contraption dappled with 
the shadows of dead soldiers thrown by a 
light shining through “wings” of plate-glass 
photographic negatives. Think of Dante 
crossed with Heath Robinson or Rube Gold- 
berg, and you will get an idea of Mr Adrian’s 
strange, metaphysical yet concrete imagina- 
tion. 

A lamb, an angel, a person, blood? Reli- 
gious allegory, as a literary device, suggests 
something formal. Reading “Gob’s Grief” is 
more like listening to a familiar theme bro- 
ken up, transposed and scattered through a 
set of elaborate variations. The Catholic ca- 
thedral in New York is going upa block away 
from Gob’s house, we learn. Gob’s machine 
is a different kind of cathedral. Its bones 
have been stolen from the medical museum, 
which is housed in the shell of the theatre in 
which Abraham Lincoln was shot. Its wiring 


includes a piece from the Atlantic cable, 
which Gob removes in an escapade with his 
friend Walt Whitman, from the model room 
of the Patent Office in Washington. Whit- 
man’s presence is vital, for it was his engage- 
ment with the devastation of the war that 
transformed him both asa poetand asa per- 
son. The blood of the machine comes from 
Whitman himself, fevered and grieving for 
the soldiers he befriended and whom he 
comforted with apples, reading to them, and 
writing to their families when they died. 

Gob’s machine, in other words, hums 
with two great myths, America and Chris- 
tianity. At the same time, the country is re- 
constructing itself to the music of political 
marches, public meetings, spiritual charla- 
tanism (“humbugging”, Gob calls it) and 
modern engineering. As the Brooklyn Bridge 
rises from its foundations some 70 feet below 
the riverbed, Gob’s mother, Victoria Wood- 
hull (whose real-life story is about to be 
made into a film starring Nicole Kidman), 
campaigns for women’s votes and prepares 
to stand for president. She has the 120th 
psalm sewn into the sleeves of her dress. “It’s 
noteasy, is it, Mr Whitman,” she says, “trying 
toimprove the world?” 

The difference between Mrs Woodhull’s 
music and Gob’s turns on the idea of grief. 
Gob’s mother has bought the whole life- 
after-death package, minus grief. Gob, by 
contrast, is interested only in the mourners: 
Whitman, accompanied by the ghost of a 
soldier-camarada, Hank; Will Fie, a war 
photographer's assistant, also followed by 
spirits, who has built himself a glass-house 
out of the negative plates that eventually 
turn up in Gob’s machine; and Maci Trufant, 
the woman Gob marries, who is haunted by 
her dead brother. These people aren’t even 
believers. Though her brother tells her, “if 
only you grieved more and better, we would 
be with you now”, Maci calls Gob’s machine 
a“pile of stuff’; Will Fie ends up breaking the 
thing; even Whitman is afraid. Only a weird 
child called Pickie Beecher, who drops, un- 
explained, out of Gob’s machine, seems to 
understand. 

But Gob is pressing, especially with 
Whitman. He calls him the “battery” needed 
to start the engine, and makes him put on 
Abraham Lincoln’s hat (stolen, along with 
the Atlantic cable), which he himself has 
been wearing for inspiration. As Whitman 
steps into the machine, the hat is found to be 
“decorated with a corona of silver spikes, 
each of which is plugged into a hole in the 
crystal wall of the gatehouse”. At that in- 
stant, he becomes a modern Christ, wearing 
acrown whose thorns have grown out of the 
sorrows of Lincoln’s wartime presidency. 
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Solemn and unsubtle though that may 
sound, the effect in reading is not that at all. 
Mr Adrian has a genius for conjuring heaven 
and hell while simultaneously complicating 
and distracting his reader’s attention. He 
sometimes runs a scene several'times over, 
many pages apart, as though filming from 
different angles and distances. The “battery” 
scene, for example, is “shot” three times, but 
the spiked hat doesn’t always appear, or 
only fleetingly. Whitman may be one of 
Gob’s mystic spare parts, but the real point 
about him is very simple—he was motivated 
in his war-hospital visits by love, as is re- 
vealed in the scribble that Maci finds on the 
back of one of his windier poems: “John 
Watson, (bed 29), get some apples; Llewellyn 
Woodin (bed 14), sore throat, wants some 
candy; bed 14 wants an orange.” 

Equally, Mr Adrian can impart mystery 
tothe most unlikely character. Whitman, the 
grey-bearded poet-prophet, lends himself 
readily perhaps; but Maci Trufant is a tough 
nut. In spite of a rebellious left hand, which 
takes down her brother’s messages, she is 
sceptical and inclined to scoff. Yet gradually, 
in scattered hints—glimpses of her through 
ferns, a frozen apple, Gob’s abandoned con- 
servatory (a withered Eden?) in which she 
breaks a tree—there begins to be a whiff of 
Eve about her, and then of Mary, Eve’s re- 
demption. One hot August, Gob conceives 
the idea of making, among the machine- 
parts on the ground floor of his house, an ice- 
rink for her, over which we later see the two 
of them dimly drifting and colliding. Will Fie 
is flummoxed. He can’t see what Maci has to 
do with Gob’s purposes. But even as he 
doubts, he is thinking of the “rarefied chemi- 
cal processes” by which ice is made, “of the 
precipitation of a gaseous soul where an airy 
unexisting thing would be made solid and 
real”. Liquid ammonia is in his mind, but the 
reader can’t help being given a spiritual 


jump, as it were. It is Mr Adrian’s peculiar 
achievement that actually to name it—or in- 
deed any of the other symbolic moments— 
would be to miss the rare strangeness of this 
remarkable book. 





American politics 


The metropolitan 
provincial 


EMPIRE STATESMAN: THE RISE AND 
REDEMPTION OF AL SMITH. By Robert A. 
Slayton. Free Press; 496 pages; $30 


OVERNOR AL SMITH of New York, the 

Democrat buried in an electoral near- 
landslide by Herbert Hoover in 1928, fam- 
ously said: “I would sooner be a lamp post 
on Park Row [in lower Manhattan] than the 
governor of California.” He regarded Ninth 
Avenue as the Far West; the Jersey mead- 
ows as beyond the frontier. So his biogra- 
pher, Robert Slayton, has a job on his hands 
when he tries to persuade us that Smith’s 
religion was a far greater handicap than his 
New York provincialism in that pre- 
Depression presidential election. 

Hoover, who ran as a compassionate 
conservative, was probably destined to win 
anyway in the economic and stockmarket 
boom of 1928, but Smith’s Catholicism cer- 
tainly did not improve his chances against 
the Republican. The Ku Klux Klan, then still 
a force in the land, regarded uppity Catho- 
lics and Jews as an even greater threat to 
white Protestant supremacy than blacks, 
who were “kept in their place” in the South 
by Jim Crow laws and elsewhere by Jim 
Crow practices. The kkr’s leaders and other 
bigots played on the fears of the ignorant 





| OE SACCO is the heir to Robert Crumb 
| J and Art Spiegelman; a throwback car- 
| toonist/reporter who uses comics and 
| caricature to tell true-life tales, thus reach- 
ing out to an audience that might never 
otherwise be roused by politics, anarchy 
or foreign wars. “Palestine”, his searing 
comic-strip account of the conflict in Is- 
rael, was widely praised when it came out 
in 1996. His new book, “Safe Area Go- 
razde” (Fantagraphics 2000, $28.95) is even 
stronger. It tells the story of a small town 
on the Drina river in eastern Bosnia. Des- 
| ignated as a “safe area” by the un, Go- 
| razde was instead the target of repeated 
Serb attacks during the Bosnian war. With 
the help of Edin, a maths teacher turned 
soldier, Mr Sacco met many Muslim refu- 
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gees from towns along the Drina, all of 
them with horrific stories to tell. Mixing 
together these personal accounts with his 
pencil-drawn pop imagery, he skilfully 
explores the roots of the violence, the rise 
of Serbian nationalism and the ethnic kill- 
ings that followed. As a fusion of comics 
and reportage, the sum of “Safe Area Go- 





razde” is greater than its parts. 
= j 


about foreign immigrants to vilify Smith as 


a “Pope-loving governor of Jew York” : 


intent on handing the keys of the White 
House over to the Vatican. 

Nor was Smith’s opposition to Prohi- 
bition a help to him on the hustings. Immi- 
grants, especially the Catholic Irish, were 
stereotyped as aggressive drunks. Tall sto- 
ries about the Democratic candidate for the 
presidency drinking between four and 
eight cocktails and highballs every day 
were widely accepted. 

Yet, it is hard to believe that Smith 
would have done much better against Hoo- 
ver if he had been a Presbyterian. It was his 
Noow Yawkese that sunk him. Many other- 
wise loyal Democratic voters, particularly 
in the South, who in 1932 were comfortable 
voting for Roosevelt, an upstate patrician, 
looked askance in 1928 at a candidate who 
claimed that under his governship life had 
got “betta” for a “poison”, particularly one 
engaged in public “soivice”. A critic wrote 
that when Al Smith sang “The Sidewalks of 
New York”, his theme song, “the bullfrogs 
had met their master”. 

In rejecting Smith, American voters 
concluded, rightly, that his outlook was as 
narrow as his accent was broad. Other 
nationally unelectable New York heavy- 
weights, such as Bella Abzug and Ed Koch, 
have at least taken a tactical interest in 
international affairs, especially the con- 
cerns of the so-called three Is: Israel, Ireland 
and Italy. Smith showed virtually no inter- 
est in what happened outside his state, let 
alone outside the United States. An excel- 
lent governor of New York, he would have 
made a poor president. 

Mr Slayton has nonetheless written a 
marvellous book. Its thesis is unconvincing 
but it captures the feel, smell, sounds and 
pretensions of New York and New Yorkers 
as successfully as Tom Wolfe’s novel “The 
Bonfire of the Vanities”. The supporting 
cast is especially good, and not just Irish 
toughs like “Big Tim” Sullivan and Florry, 
his larger relative, who gave rivals of Tam- 
many Hall politicians “a dental assistance” 
by knocking out a few loose teeth. Mr Slay- 
ton brings to life the three Jewish associates 
who did so much to make Smith’s legacy 
justly famous: Robert Moses the builder, 
Joseph Proskauer the tactician and Belle 
Moskowitz the confidante and wise ad- 
viser, who practised the wiles of feminine, 
rather than feminist, politics. 

As a bonus the book also contains a 
biography of the Empire State Building. 
Smith became the front man for the sky- 
scraper in 1932 when he again failed to win 
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the Democratic nomination. It had so few ` 


tenants during the Depression that New 
Yorkers dubbed it the Empty State Building. 
Smith strove to remain as ebullient as ever. 
Not for nothing was he known as “the 
happy warrior”. 

M 
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The staff of life 


WINNING THE TALENT WARS. By Bruce 
Tulgan. Norton; 228 pages; $26.95. Nicholas 
Brealey; £18 (April 2001) 


| HIEF executives say their biggest con- 

cern today is “the competition for tal- 
ent”; how to retain the people who create 
the most value for their company. Bruce 
Tulgan, a consultant who built a business 
on his analysis of Generation x, Americans 
born after the death of John F. Kennedy, 
argues that you let economic man take 
over. You encourage your workers to act 
like “free agents” whom you pay only for 
performance. “The free agent”, says Mr 
Tulgan, “is the hero of the new economy.” 
Such workers contract in and out of tasks 
on a short-term basis, living in the so- 
called “Hollywood model” of the work- 
place. Here, you're either a star or you're 
down and out in Beverly Hills. 

One problem with free agents, 
though, is that they’re not easy to con- 
trol. And if everyone’s a free agent, 
where does that leave the corporation? 
Virtually non-existent? Mr Tulgan re- 
sorts to the idea that the company 
should be no more than a “hard core” 
of full-time workers whose talent is for 
managing fluid pools of free agents. 
| Much as do-no-wrong Jack Welch 
might want General Flectric to be like 
that (and the book professes that the 
Ge boss tells people, “At the end of the 
week we cut your paycheck...we start 
afresh on Monday.”), the giant Ameri- 
can corporation still has 340,000 full- 
time employees. 





Executive Instinct. By Nigel Nicholson. 
r | Crown; 352 pages; $25. Published in Britain 

as MANAGING THE HUMAN ANIMAL. Tex- 
ere; £18.99 


IGEL NICHOLSON’S answer to the 

question of how to retain talent is to 
appeal to social man rather than economic 
man. He is an evolutionary psychologist 
who believes that we are all more or less 
unreconstructed hunter-gatherers. As 
such, we are “hard-wired” (a favourite, re- 
curring phrase) to behave in certain pre- 
conditioned ways, more or less until the 
end of genetic time. The wise company 
goes with this flow, which means it organ- 
ises itself in packs of around 150-—-because 
| that’s how the diaspora from Olduvai 
Gorge operated, claims Mr Nicholson, 








The most popular management books today are all about people, and how 
firms can hang on to the talented ones 


with scant supporting evidence—and it 
finds itself a charismatic leader, because 
that’s what made us sapient. 

Evenif you go along with its evolution- 
ary psychology, this is a disappointing 
book. It is plagued with typographical er- 
rors, bad grammar and (in the so-called 
British edition) American spelling. More 
important, it repeatedly resorts to the 
management cliché of single-digit subsets: 
there are “seven deadly syndromes” and 


























the “four ages of organising”, and there is at 
least one “eight-point plan”. But it may be 
that Mr Nicholson cannot help but write 
like this because of his Olduvai inheri- 
tance. “We are hard-wired to think in cate- 
gorical terms,” he says, “to love lists.” 


THE GLOBAL ME. By G. Pascal Zachary. Pu- 
blicAffairs; 336 pages; $26. Nicholas Brealey; 
£20 


ERE’S a book with an interesting idea: 

mongrels make you rich. The more 
that nations and corporations embrace 
“hybrids”, people who are born into (or 
who have grown into) more than one cul- 
ture, the more successful they will be. To 
support his case the author points to the 
decline of monocultures like Germany and 
Japan, and to the success of hybrids like 
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America and (well, yes) Ireland. 

Successful multinational corporations 
“are hybrid hot-houses”, says Mr Zachary, 
no longer run like a single nation, by peo- 
ple carrying the same passport. McDon- 
ald’s in Belgrade, he says, assumed a Ser- 
bian mantle during the narto raids in the 
spring of 1999, and stayed open (and busy) 
throughout the hostilities. The message? 
Local communities have nothing to fear 
from the spread of multinationals: they 
justneed tosee themselves as gaining acul- 
ture, not losing one. 

Nice business if you can get it, and it 
makes a good story too. But the history of 
cross-border mergers is thick with tales 
of cultural misunderstandings that 
prove the undoing of not unreason- 
able business goals. 


OBSESSIONS OF AN EXTRAORDINARY 
Executive. By Patrick Lencioni. Jos- 
sey-Bass; 183 pages; $20 and £14.50 


HIS claims to be “a leadership 

fable”, and will undoubtedly be 
one of several books hoping to emu- 
late the genre’s succès fou: “Who Moved 
My Cheese?”, a mousy business fable, 
published in 1998, that was still ama- 
zon.com’s fifth bestselling book last 
year, beaten only by the four Harry Pot- 
ter titles. 

“Obsessions” tells the tale of two 
rival ceos with contrasting business 
styles: one has a secret formula for 
leadership which means that his 
company enjoys “organisational 
health”; the other is a mean-minded 
workaholic consumed with jealousy 
for his rival’s winning ways. Enter “Ja- 
mie”, a virus who infects the healthy orga- 
nisation by being taken on accidentally as 
the head of human resources. How Jamie is 
eventually rejected by some powerful 
antibodies already on the organisation’s 
payroll, and how he then slopes off to the 
unhealthy rival bearing the secret formula 
fills all of 136 pages. (“Cheese” stretches to 
94.) 

The formula, withheld till the end, 
makes the book a “Howdunnit?” rather 
than a “Whodunnit?” But along the way 
there are plenty of hints: healthy organisa- 
tions, for example, have employees who 
are “humble, hungry and smart”. They ar- 
gue without acrimony, are devoted to the 
company’s values, and are the sort of peo- 
ple who are comfortable on “Pier 39” (don’t 
ask), Whoever finds talent like that should 
probably hard-wire it to the floor. 


























‘BOOKS AND ARTS 
Literary biography 


First, a poet 


THE SATYR: AN ACCOUNT OF THE LIFE AND 
Work, DEATH AND SALVATION OF JOHN 
WILMOT, SECOND EARL OF ROCHESTER. By 
Cephas Goldsworthy. Weidenfeld & Nicol- 
son; 302 pages; £25 


VEN to his contemporaries, Rochester 

was a legendary figure. One of the 
youngest and most handsome courtiers of 
the restored Charles n, he was the favourite 
of a king whose wit, lasciviousness and se- 
rious intellectual interests he shared. He 
was banished from court several times, but 
Charles’s pleasure in his conversation al- 
ways resulted in his recall. His authentic 
adventures included the attempted abduc- 
tion of an heiress (whom he later married), 
smashing a phallic-shaped sundial in the 
royal gardens during a drunken spree, and 
a violent affray with the watch at Epsom in 
which one of his companions was killed. 

Quite apart from his reputation as a 
poet, he was feted in the writings of his 
friends, notably in Sir Geofge Etherege’s 
comedy, “The Man of Mode”. Just before he 
died in 1680, at the age of 33, destroyed by 
alcoholism and syphilis, Rochester’s legend 
took a surprising turn. After a series of con- 
versations with an Anglican rationalist di- 
vine, Gilbert Burnet, the sceptical libertine 
made a death-bed conversion which was 
celebrated in the devotional literature of 
the succeeding century. 

Engaging as it is, the Rochester legend 
has always been a distraction. It has re- 
sulted in many apocryphal stories and du- 
bious attributions, and it can still divert at- 
tention from the poetry. It is Rochester's 
achievement as a poet which commands 
our interest and makes him something 
more than a luridly colourful period figure. 
For all the brevity of his career, Rochester is 
a crucial figure in the development of Eng- 
lish verse satire and the Horatian epistle, a 
student of his elder French contemporary 
Boileau, and an important exemplar for 
later poets as different as Alexander Pope 
and Anne Finch, Countess of Winchilsea. 

Cephas Goldsworthy’s “The Satyr’ 
gives us the legend. Although there are no 
footnotes to sources, the book shows some 
acquaintance with modern Rochester 
scholarship and its rejection of spurious 
verse from his canon—but only intermit- 
tently. Anecdotes concerning Rochester 
and his crony George Villiers, Duke of 
Buckingham, are retailed without any indi- 
cation that they have, in fact, been discred- 
ited; poems no longer attributed to Roches- 
ter are cited as if they were authentic. Mr 
Goldsworthy quotes liberally from the po- 
etry, but repeatedly reads it as straightfor- 
ward autobiography. For example, we are 
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told that “My dear mistress has a heart” is 
addressed to Elizabeth Barry, an. actress, 
which is incautious given the uncertain 
dating of this song, and indeed of most of 
Rochester’s poems. More generally, while 
of course some of the satires include refer- 
ences to actual persons, as often as not in 
i7th-century love poetry the emotion is 
genuine but the addressee is fictitious. 

A less simplistic way to relate Roches- 
ter’s poetry to his life would be to read the 
former as an exploration of what it means 
to live according to libertine values. In his 
best satires and even some of the lyrics he 
articulated an anti-rational nihilistic vision 
scarcely found elsewhere in English verse. 
Such a task belongs to a critical biography. 
There is no mistaking Mr Goldsworthy’s 
enthusiasm for his subject, but his book is 
essentially biography as entertainment. 





Rochester’s monkey business 





Literary history 


Nemesis 


THE SPINSTER AND THE PROPHET. By A.B. 
McKillop. Aurum Press; 496 pages; £18.99 


N 1920, H.G.Wells published a panoramic 

work entitled “The Outline of History”. 
Not a historian originally, but a scientist, 
Wells had completed this two-volume 
work in under 18 months to the amazement 
and admiration of his friends, fans and col- 
leagues. Highly successful, it added greatly 
to his literary celebrity. Wells acknowl- 
edged; on the title page, the help of four 
people all eminent in their fields, Ernest 
Barker, Sir Harry Johnston, Sir E. Ray Lan- 
kester and Gilbert Murray, but none, on in- 
vestigation, had done more than to check 
facts in the final typescript. Astonishingly, 
apart from the clerical assistance of his 
wife, it had been all his own work. 













Two years earlier, in July 1918, a middle- 
aged Canadian woman named Florence: 
Deeks submitted. a bulky manuscript to 
Macmillan, a publisher in Toronto. Her 
work was a history of the world with par- 
ticular emphasis on the role of women 
throughout time. She called it “The Web of 
the World’s Romance’. Macmillan eventu- 
ally rejected it, but failed to send it back to 
Deeks for several months. When she 
opened the returned package, she found 
that page corners had been turned down 
and that it had been well thumbed. 

The similarities between the structure, 
contents and turn of phrase of these two 
works, “The Outline” and “The Web”, 
caused the long-running case of plagiarism 
that Deeks brought against Wells. She al- 
leged that her manuscript had been sent to 
England during the months when it had 
gone missing and that Wells had plundered 
it ruthlessly, changing in effect only the 
treatment of women. Where Deeks had 
praised women and winkled out examples 
of their influence over the ages, Wells chose 
to denigrate and dismiss them. Even though 
her case was bolstered by the opinions of 
eminent historians, it failed. Undaunted, 
she appealed, reaching at length the judicial 
committee of the Privy Council in London. 

A.B. McKillop came upon Deeks v Wells 
as a footnote and, intrigued, followed the 
trail. Combining the rigour of a profes- 
sional historian with the pacing of a thriller 
writer, and adding some descriptive suppo- 
sitions for embellishment, he tells what is — 
on the whole a fascinating story and in so 
doing casts new light on Wells, while also 
giving a little bit of the history of Canadian 
publishing and revealing many ironies. His 
standpoint is from the Canadian side, and 
the English parts contain a few small errors. 

Wells, though he remained with his 
second wife, led a love life as tangled as 
they come. Mr McKillop weaves his affairs 
into the tale. A preening libertine whose 
novels tended to offer justifications for his 
conquests, he was at the height of his 
popularity in the 1920s. That an unmarried, 
unpublished Canadian lady from an- 
upright Victorian family should persis- 
tently attack him in the matter of copyright 
was presumptuous indeed. 

Deeks, by contrast, led a virginal life, 
sharing a modest house with her mother 
and two sisters, Annie and Maud. The term 
spinster then came with all the negative 
connotations of being bitter and wizened, 
and the lawyers and publishers ranged 
against her—all men—had no compunction 
in portraying Deeks as an eccentric and ob- 
sessed old maid. It was extraordinary that 
she got as far as she did. Any villainy re- 
mains unproven. But, as Wells himself had 
maybe cynically written earlier in “A Mod- 
ern Utopia’: “Fools make researches and 
wise men exploit them.” 

POEPEN IE OL NIANIE PERA O NERAN AE STE EAN TERR AE RPE ee ORT OT s 
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Jazz 


Hit men 


THE OXFORD COMPANION TO Jazz. Edited 
by Bill Kirchner. Oxford University Press; 864 
pages; $49.95 and £30. 

Jazz: A History OF AMERICA’S Music. By 
Geoffrey C. Ward and Ken Burns. Knopf; 512 
pages; $65. 

THE MAKING OF “KIND OF BLUE”: MILES 
DAVIS AND HIS MASTERPIECE. By Eric Nisen- 
son. St Martin’s Press; 256 pages; $22.95 


S A subject, jazz is flourishing: block- 
buster cp sets by the great names of 
the past fill the record stores, histories and 
biographies line library shelves and there is 
scarcely a university which does not offer a 
jazz studies course. But its status as a living 
contemporary art is more problematic, 
with a plethora of bickering styles compet- 
ing both against each other and against the 
relentless appeal of pop. Yet, as these three 
new volumes demonstrate, the passion and 
fascination generated by the music remain. 
The massive “Oxford Companion to 
Jazz” is undeniably authoritative. Its 60 es- 
says cover every aspect, and the first two 
expose at once the genre’s complex nature. 
Where do you find the original essence of 
jazz—in the pentatonic scales, micro-tones 
and fluent cross-rhythms of Africa, or the 
dance tunes, harmonic sequences and 
` symmetrical structures of Europe? Both ele- 
ments were present in the procreative melt- 
ing pot of New Orleans, but in what pro- 
portions? Surely the African-American 
presence was crucial, but there were many 
other races and traditions as well: such 
black giants as Jelly Roll Morton, Louis 
Armstrong and Sidney Bechet never failed 
to cite opera as a vital influence on their 
styles. From the beginning, jazz has been a 
hybrid, fluid and individual, and, as one 
scholar concludes, “all attempts to recover 
some authentic past are doomed to fail.” 
But there is no doubt about the mag- 
nificent heritage which evolved in sundry 
ways, and which the “Oxford Companion” 
charts in essays on individual stars, key 
groups and movements. These are worthy 
and informative, if sometimes a trifle sche- 
matic: how can you describe Duke Elling- 
ton’s achievement in 15 pages? Inevitably, 
the book’s interest is quickened by contro- 
versy: as jazz became more technically 
“streamlined” and artistically self-aware, 
some listeners and even some players felt it 
was losing its emotional identity. A chapter 
on Charlie Parker, a great saxophonist, 
describes the lightning invention which 
created bebop; but later, a star pianist, 
Horace Silver, came to feel that for all its 
expertise, bop had “eliminated the blues”, 
and such intellectualism ultimately drove 
audiences into the sweaty embrace of 
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rhythm and blues and rock. 

A note of crisis appears in 
a number of the later Oxford 
essays, tracing the decline of 
the great body of American 
popular songs which used to 
be known as “standards” 
and which inspired a couple 
of generations of jazz musi- 
cians, the rise of a self- 
absorbed, audience-defying 
avant-garde and the loss of 
any inclusive jazz following 
or shared philosophy. Even 
the latter-day success of such 
young “neo-conservatives” 
as Wynton Marsalis, a trum- 
peter, arouses suspicion. Is 
their return to the older val- 
ues of swing and musical ac- 
cessibility “a positive sign for 
jazz or a triumph of market- 
ing?” But the same critic as- 
serts that, however fragmented, “the jazz 
world at the turn of the millennium is a 
crowded place, with room for a variety of 
approaches covering the gamut from tradi- 
tion at all costs to newness for its own 
sake.” And not just in the United States. A 
European correspondent declares that 
“every young musician in Europe plays or 
would like to play jazz”—which to them 
signifies freedom. 

But it is the native experience that is 
celebrated in “Jazz: A History of America’s 
Music”. Linked to a television series, cur- 
rently being shown on pps, it covers the 
same territory as the “Oxford Companion” 
but with less emphasis on systematic schol- 
arship and more on colour and personality. 
At the same time, its panoramic view ad- 
dresses the key issues of race and musical 
identity with plenty of first-hand testi- 
mony and marvellous photographs. While 
coming to the same conclusions about the 
current divisions in jazz, it sees the music as 
fundamentally, even eternally, healthy, a 
kind of perpetual love song from master 


John Coltrane’s memorable afternoons 


BOOKS AND ARTS 





spirits like Louis Armstrong to anyone with 
ears to hear. Or as Mr Marsalis puts it, life 
can punish anybody, and “when it’s your 
turn, Louis Armstrong is there to tell 
you...it’s all right, son.” 

Eric Nisenson receives that same kind 
of abiding comfort from Armstrong’s great 
descendant and fellow-trumpeter, Miles 
Davis. “The Making of ‘Kind of Blue’” re- 
lates in absorbing and extensive detail the 
creation of the great album of the title, a 
modern jazz classic recorded in 1959 and a 
bestseller ever since. It is a remarkable 
study of the diverse personalities and tal- 
ents in the Davis band—including such leg- 
endary figures as Bill Evans, a pianist, and 
John Coltrane, a tenorist—and how they 
gelled on two memorable afternoons to 
produce a masterpiece. For all the conflicts 
that exist in jazz, to Mr Nisenson, Davis's 
album illustrates the music’s capacity to 
engender “works of art that, even in this 
age of transience and packaged feeling, will 
last as long as life itself.” 





Talkin’ the talk- 


AX DECHARNE’S “Straight From 
the Fridge, Dad: A Dictionary of 
Hipster Slang” (No Exit Press, £9.99) is a 
lively and amusing collection of jive 
words and phrases. As Mr Décharné ad- 
mits, this is hipster slang broadly defined. 
A true jive aficionado might feel better 
served by Babs Gonzales’s “Boptionary”, 
mentioned by Mr Décharné, which com- 
prises 53 choice phrases “spread out over 
two small but immaculately cool pages”. 
As well as authentic jazz-talk, 
“Straight From the Fridge, Dad” includes 
the hardboiled jargon of pulp fiction and 





film noir, song lyrics anda liberal smatter- 
ing of 1960s rat-pack argot. Jazz purists 
may bridle at the number of Dean Mar- 
tin’s throwaway lines recorded here, but 
there’s certainly no denying his hipster 
fluency. In a conversation with Nat “King” 
Cole, Martin inquired: “Say, is ita solid fact 
that you guys can beat your chops, lace 
the boots and knock the licks out groovy | 
as a movie whilst jivin’ in a comin’-on 
fashion?” Preparing for occasions like that 
one, when a simple “Yes” wouldn’t seem 
an acceptable reply, Mr Décharné’s dic- 
tionary might well come in handy. 
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BOOKS AND ARTS 
Video art 


Bathhouse babe 


WARSAW 


O HER detractors—and there are 

many—Katarzyna Kozyra is proof of the 
mediocrity and amorality of modern artists: 
untalented, ruthless, prepared to exploit, 
even kill, for personal gain. Not so, say her 
supporters. To them, Ms Kozyra—a winner 
at the Venice Biennale and with a new show 
running until March 7th at the Museum of 
Contemporary Art Oxford—is a brilliant 
proponent of nakedness in art. Nakedness, 
mark you, not nudity. (Where nudity is 
something contrived, a body sheathed in 
self-consciousness, and nakedness is total 
exposure of the inner as well as outer self.) 
Ms Kozyra polarises opinion. She is, quite 
possibly, the most loathed and admired art- 
ist in Poland. In other words, something very 
rare in Eastern Europe nowadays: an artist 
worth talking about. 

Ms Kozyra, 37, burst on to the Polish art 
scene in 1993 with her controversial diploma 
work, a sculpture entitled the “Pyramid of 
Animals”, loosely based on a Brothers 
Grimm story. The problem was not just that 
the sculpture consisted of a cockerel atop a 
cat, which was poised on a dog, itself non- 
chalantly perched on the wide back of a 
horse, but that Ms Kozyra had personally 
overseen the death and stuffing of these ani- 
mals. She had sought them out for the killing, 
wading through maggot-infested corpses of 
recently gassed dogs and cats to find the less 
rotten. Then she had wrung the necks of a 
pair of cockerels and stood by as the horse, 
named Kasia, was killed, on her orders. Ms 
Kozyra filmed the flaying of the horse and 
played that meticulously gruesome work 
back alongside her sculpture. When conser- 
vatives and animal rights groups protested 
against the installation, Ms Kozyra was be- 
mused. She was only documenting the ev- 
eryday killing of millions of animals, she 
said, the evidence of which hangs in every 
butchery. The horse would have been 
ground into cat and dog food anyway, she 
pointed out, and the stray cats and dogs 
minced into meal for chickens. 

She paid a high emotional price for the 
work. “My observing the death of the horse 
was 100% more terrible than all of the invec- 
tives that have been levelled against me.” 
Months of deep paranoia and depression 
followed. “People just don’t understand, 
they haven't got a clue what is really hap- 
pening. Now even when I’m buying flowers I 
do it knowing that it’s also a kind of total 
destruction.” 

From killing, Ms Kozyra turned todecon- 
structing the body as it is constructed by the 
expectations of society. In 1995, she showed 
her crippled sister, naked of course, in a na- 
tional poster campaign, “Blood Ties”, prot- 
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esting against the war in Bosnia. The posters 
were withdrawn after complaints about the 
sacrilegious use they made of the cross. 

Inflecting Ms Kozyra’s work was a sense 
of her own mortality. She was riddled with 
cancer at the time and close to death. She 
took to video art to trace her decline and re- 
covery. In a 1996 self-portrait, “Olympia”, 
she placed herself in the same naked pose as 
Manet’s courtesan. With her pallor and un- 
compromising stare, Manet’s Olympia had 
shocked 19th-century viewers. Ms Kozyra’s 
ravaged body—her head bald from chemo- 
therapy, eyes sunken—also shocks. She 
looks, in art critic Artur Zmijewski’s phrase, 
like a “chrononaut in the cosmos of 
haemotology.” 

Ms Kozyra is certainly courageous. Re- 
covered from her illness, she promptly 
stirred up trouble with two more video in- 
stallations. In 1997, for “The Bathhouse”, she 
slipped a camera into a women’s bathhouse 
in Budapest. The illicitly filmed sepia images 
are curiously reminiscent of Rembrandt: 
doughy old women waddling through 
steam, slipping into water. The Hungarian as 
well as the Polish press was outraged. Privacy 
had been violated, lawsuits would follow. 
Ms Kozyra defended her work in two ways. 
The bathhouse was a public place, people 
knew they were being observed. More theo- 
retically, borrowing from Michel Foucault, 
she suggested that women are observed at 
all times and in all ways in society, the 
camera was an irrelevance. 

In 1999, Ms Kozyra did the same again, 





Naked, not nude 


this time secretly filming in a Budapest 
men’s bathhouse, disguised as a man. The re- 
sulting installation—“The Men’s Bath- 
house”—won the Venice Biennale in 1999. 
Her justification was blunt: why should only 
women be spied upon ? 

Entry to the male sanctuary was compli- 
cated. Ms Kozyra had to strap on a penis, ap- 
ply a pubic toupé and foam balls, crop her 
hair, glue on a beard, and cover her breasts 
and buttocks. She says she never even came 
close to being discovered. “Their conviction 
that I was a guy cloaked me better than any 
disguise.” Her problem was the opposite. The 
fake penis was rather too large for her petite 
build and attracted amorous advances. “Yes, 
well. I'm not tremendously popular as a 
woman; but as a guy I had three suitors in 30 
minutes.” 








PARK CITY, UTAH 


OW that the buying frenzy of the 

mid-1990s has quietened down, the 
Sundance film festival in Utah is a mid- 
winter chance to enjoy new independent 
talent without expecting to find a “Blair 
Witch Project” in every can. Ryan Gosling 
(right) impressed audi- 
ences in his role as a Jewish 
neo-Nazi in “The Believer”, 
which won the grand jury 
prize. But this year’s gems 
were not necessarily 
among the winners. Rich- 
ard Linklaters “Waking 
Life” uses the latest anima- 
tion techniques painted 
over real images to explore 
contemporary theories of 
life, the universe and 





Sundance screenings 





everything. This outstanding film reju- 
venates cinema. Several foreign films also 
stood out. “La Espalda del Mundo” (The 
Back of the World) by Javier Corcuera, 
melancholic but beautifully shot, dwells 
on the sufferings of the world. The director 
has an eye for strong visual 
and contextual contrast 
whether an 11-year-old Pe- 
ruvian quarrier in the bus- 
tle of Lima, an exiled Kurd 
in Stockholm, or Death 
Row inmates and wardens 
in Texas. Better still was 
“Sangue Vivo” (Life Blood) 
by Edoardo Winspeare, 
about a southern Italian 
smuggling to Albania, set 
to beguiling folk music. 








THE ECONOMIST FEBRUARY 3RD 2001 





ER coronation, Marie-José 

said later, was rather a fussy 
affair. Her dresser had recalled 
that at Marie-José’s wedding 
years earlier (pictured) her veil 
had come adrift three times while 
she was walking down the aisle. 
Madam would not want that to 
happen again, would she? Proba- 
bly madam did not care. She gave 
the impression of being indiffer- 
ent to ceremony. But she submit- 
ted to the nagging of her atten- 
dant and everyone at the 
coronation said that no one in the 
history of Italy had looked more 
queenly. Marie-José and her hus- 
band Umberto were crowned on 
May 9th 1946. On June 2nd, Italy 
voted in a referendum to become 
a republic. The couple stood 
down after reigning for 27 days, It- 
aly’s last king and queen. 

Like much that happens in It- 
aly, the events of that early sum- 
mer in Rome were political. The 
previous Italian king, Victor Em- 
manuel 111, who had co-operated 
with the dictator Benito Musso- 
lini, had abdicated, hoping to 
save the monarchy. His son Um- 
berto and Marie-José would, he 
said, provide a fresh start. 

But the Italians wanted a 
fresher start. They were tired of 
being the despised underdogs of 
Europe. In the second world war, 
while the Germans had easy vic- 
tories in Western Europe, Italian 
armies were defeated in North 
Africa and Greece. When Italy surrendered to Britain and the Un- 
ited States in 1943, Germany took over much of the country until 
its own defeat in 1945. 

The monarchy could not be blamed for Italy's military incom- 
petence, but it was associated with a discredited era. Umberto 
himself did not look all that fresh: he had been an army general. 
The monarchists’ hopes had really rested on the popularity of Ma- 
rie-José Charlotte Sophie Amélie Henriette Gabrielle of Saxony- 
Coburg, a royal name if ever there was one. It could not be said that 
they liked her: she was a rarity among the royals of Europe, politi- 
cally of the left. But ordinary Italians loved the stories that were 
told of her rebellious ways. 


Her meeting with Hitler 

Admirers of Marie-José tend to portray her as a resistance heroine 
standing up to the iniquities of Mussolini. It is an understandable 
sentiment in a country seeking to atone for inventing fascism. La 
Repubblica, a newspaper not known for monarchist sympathies, 
gave three pages this week to the death of “the rebel queen”. Ma- 
rie-José’s parents were the king and queen of Belgium, regarded as 
a liberal-minded couple for their time. Her mother Elisabeth was, 
at the age of 82, the first European royal to visit the Soviet Union, an 





OBITUARY 


Marie-José 





Marie-José, the last queen of Italy, died 
on January 27th, aged 94 








enterprise that earned her the 
nickname the Red Queen. 

With Marie-José’s native Bel- 
gium swiftly annexed in 1940 (asit 
had been in the first world war), 
she had good reason to loathe the 
Germans, whom she called pigs 
and liars. She went to see Hitler at 
his retreat in Berchtesgaden to 
plead, without success, for food 
for starving Belgium. Her main 
recollection was that he ate choc- 
olate throughout the interview. 

Count Ciano, Mussolini’s for- 
eign minister, noted in his diary 
that Marie-José asked him to use 
his influence to try to stop Italy 
entering the war on Germany’s 
side, but it is unclear whether he 
followed it up. The king, her fa- 
ther-in-law, told her to keep her 
“nose out of family politics”. 

She had her little victories. She 
refused Mussolini’s request to 
Italianise her name to Maria Giu- 
seppina. But it is unlikely that 
Mussolini saw her as a threat. He 
valued her as the head of the Ital- 
ian Red Cross. She accompanied 
the Italian army on its invasion of 
Abyssinia (later Ethiopia) in 1935 
and was said to have “healing 
hands”. The picture that emerges 
of her in the troubled 1930s and 
1940s is of a divided personality, 
loyal to her husband’s country 
but disturbed by a Europe run by 
tyrants. When she saw Allied 
bombers over Rome, she wrote of 
them as “white liberating birds”. 

She had talent with words. After the war, when she chose to 
live apart from her husband, she made her home in Geneva and 
built a career as a writer. Exile, she remarked, was one of the many 
inconveniences of royal life, and it had to be endured with dignity. 
One of her books is a history of Italian royalty. Republican Italy 
continues to be fascinated with monarchy. The popular picture 
weeklies rely on stories of royal escapades. 

Should Italy decide to have a monarch again, Victor Emman- 
uel, aged 63, one of Marie-José’s four children, or Emmanuel Fili- 
berto, a grandson, would have claims. But neither has even been 
allowed back to Italy. When Romano Prodi became prime minis- 
ter in 1996, he was inclined to allow them to come home but his 
government fell before he could get parliament to agree. Mr Prodi 
is now president of the European Commission, but not even Brus- 
sels has divine right over royal matters. 

Marie-José saw little likelihood of a royal rebirth in Italy, or in- 
deed anywhere else that had banished monarchy. When she wasa 
child Europe was awash with kings and queens. Her mother’s na- 
tive Germany had some 20 principalities in the 19th century, each 
with its monarch. Marie-José thought that her father had got it 
about right in a changing Europe: “There will be many more un- 
employed in our trade.” 
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COMPETING 
IN THE INFORMATION AGE 


17-22 June 2001 


Recent research conducted at INSEAD shows that most 


managers feel they should know more, and do more, 
to benefit from rapidly evolving information and com- 


munications technologies. 


Professor Albert Angehrn has designed “Competing 

in the Information Age” to show how the new tech- 
nologies are key enabling factors for managers willing 
to rethink business processes, to introduce important 
transformation and to recast external relationships with 


partners and customers. 


During this programme he and his faculty team will 
deal with two major issues: the new e-commerce oppor- 
tunities and threats, and organisational performance 


improvements. 





E-COMMERCE OPPORTUNITIES 
AND THREATS 


How new information and communication technologies 
can be successfully used to redefine a company’s com- 


petitive position. 


ORGANISATIONAL PERFORMANCE 
IMPROVEMENTS 


Internet questions the traditional way of doing business 
and implies the redesign of core processes such as pur- 
chasing, marketing amongst others. The Executive 
Information System (EIS) computer simulation helps 
participants discover hands-on the challenge of break- 
ing resistance change. 

As this programme approaches the subject from differ- 
ent angles (IT, Organisation and Strategy), participants 
with different backgrounds would be interested in this 
unique opportunity of contributing to a think-tank 
between IT specialists, Human Resource Managers and 
General Managers about business strategies for compa- 
nies looking for opportunities to leverage the latest e- 


commerce opportunities. 


To apply for the Competing in the Information Age programme, or to receive 


a detailed programme brochure, please contact monica.lopez@insead.fr 


WWwW.INSEAD.EDU 
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COURSES 


Templeton College | University of Oxford 


‘Chance favours only 
the prepared mind’ 


Louis Pasteur 


World Views | Individual Focus 


Oxford has for generations prepared the world’s leaders 

to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton’s four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 
models and techniques to propel careers onto the fast track; 
the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; 
and the Oxford Senior-Executive Finance Programme 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. 


For further information, please visit 
www.templeton.ox.ac.uk/executive, or return to: 


Dorothy Cooke 

Templeton College, University of Oxford 
Oxford OX1 5NY, England 

Tel +44 (0)1865 422734 

Fax +44 (0)1865 422501 

Email enquiries@templeton.oxford.ac.uk 


In a parkland setting minutes away from the dreaming 
spires of Oxford, we bring together global thought leaders, 
an innovative faculty and some of the world’s most senior 
and high calibre course participants. 


By combining a truly global perspective and the individual Please send details of (tick box) 








tuition for which Oxford University is internationally 
renowned, we offer a personal development experience 
that you will never forget. 


Name Job title 























The Oxford Advanced Management Programme 
The Oxford Strategic Leadership Programme 
The Oxford Senior Executive Finance Programme 


Company 





Address 





Zip/ Postcode 





Fax 


Email 








Templeton College| University of Oxford 
www.templeton.ox.ac.uk/executive 
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>h The University of Chicago Graduate School of Business has 3 campuses 
in 3 continents. So you can now earn our globally recognized M.B.A. 
without relocating and while continuing your career. By enrolling in our 
The University of Chicago Graduate School of Business Executive M.B.A. Program. you can: 

e Earn the same degree as in our acclaimed full-time program 
e Combine work and study with our unique part-time format ~ 16 one- 
week modules spread over zo months « Learn and participate.in lectures 
given entirély by the world-renowned Chicago faculty e Enhance your 
international expertise when taking study modules along with top 
executives at our 3 campuses located in Barcelona. Singapore and Chicago 


e Become part of our worldwide alumni network over 32,000 strong | 





















If yon area senior manager and interested in joining our Executive M.B.A. 
Program at our Europe Campus, located in Barcelona, visit us at one of 
these information sessions. 
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Chicago GSB 
Campus 





Frankfurt 6 Febraary 18:30~-2 
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BaniyasStreet/Cr 
Brussels 33 
l 


Athens » 


Hilton Hotel 
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American G 






e Méridien Br 
3 Carrefour de: 
Barcelona 14 February 19:30 
Chicago GSB, Europe Campus, / 













Seize the Chicago Advantage. 
Wherever you are based in the world. 





eral Consulate, 
medio 2 





Via Pring 


To confirm attendance, please write to infosessions-ad@gsb uchicago.edu 


http://gsb.uchicago.edu/execmbaeurope or call #34.-93-505-2156 


















Want to study a 
postgraduate course in the UK? 


Search, compare and apply online for the right postgraduate 





course in the UK. Thousands of courses plus information 






on fees, financial assistance, accommodation, entry requirements 






www.studychoice.com 





and student visas. All this for free. 
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BERKELEY PROGHAM IN FINANCE 
| HARS SCHOOL OF BUSINESS 


BPF Spring Seminar 


Resort at Squaw Creek, Lake Tahoe 
March 18-20, 2001 


What is it about Hedge Funds? 
Risks and Strategy Evaluation, Sources of Return, 
Transparency, the Future... 


Terry Marsh, Chair, University of California, 
Berkeley 
Maarten Nederlof, Co-Chair, IAFE Committee on 
Hedge Fund Risk 


Hedge Funds or “alternative investment 
vehicles” can by now legitimately claim to 
have outgrown their “alternative” labeling. 
Our Spring program focuses on both the new 
investment issues specific to hedge funds and 
some of the old issues in new clothing. 


Topics include: 


Track Record and Interpretation 
Performance Evaluation 

Sources of Hedge Fund Returns 
Private Equity Returns 

Hedge Fund Transparency 
Tax-Efficient Hedge Fund Investing 
Optimal Hedge Fund Portfolios 


Speakers include: 


Vikas Agarwal, Ted Aronson, Raj Arulpragasam, 
Sanford Grossman, Jon Ingersoll, Pete Kyle, George 
Martin, Toby Moskowitz, Narayan Naik, joseph 
Nicholas, Michael Peskin, Tom Schneeweiss, Myron 
Scholes, Tanya Styblo-Beder, Steve Surdell, Michael 
Urias, Ken Yip, and Dorit Zeevi-Farrington 


Guest Speaker: Hal Varian, Dean, UCB School of 
Information Management and Systems, speaking 
on “Information Overload”. 


For further information, please contact 
Johanna Deila Valle at 
(510) 642-0114, (510) 643-8460 (fax), or 
johanna@haas.berkeley.edu 
Please visit our web-site and register on-line: 
www.BPFin.org 
The BPF mailing address is: 
Haas School of Business, 
University of California, 
Berkeley, CA 94720-1900 
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Masters in Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full- 
time study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 

LONDON — Monday 5 February, 6.15pm 
London Business School, Sussex Place, London NWI 4SA 


TOKYO — Monday 5 February, 6.30pm 

New Otani Tokyo, 4-1 Kioi-Cho, Chiyoda-Ku 
HONG KONG - Thursday 8 February, 6.30pm 
Ritz Carlton Hotel; 3 Connaught Road, Central 


SINGAPORE — Monday 12 February, 6.30pm 
The Ritz-Carlton Millenia Singapore, 7 Raffles Avenue 


SYDNEY — Thursday 15 February, 6.30pm 
Hotel Inter-Continental, 117 Macquarie Street 


LISBON - Monday 5 March, 7.30pm 
Lapa Palace, Rua do Pau Bandeira 


MADRID — Tuesday 6 March, 7.30pm 
Westin Palace Hotel, Plaza de Jas Cortes 


MILAN — Wednesday 7 March, 6.30pm 
Four Seasons Hotel, Via Gesu 8 


ROME ~ Thursday 8 March, 7.00pm 
Navy Officers’ Club, Lungotevere Flaminio 45 


LONDON — Wednesday 14 March, 6.15pm 
London Business School, Sussex Place, London NW1 45A 


LONDON - Thursday 5 April, 6.15pm 
London Business School, Sussex Place, London NW1 4SA 


LONDON - Tuesday 15 May, 6.15pm 
London Business School, Sussex Place, London NW1 4SA 


Visit our website, www.london.edu to see our full list of forthcoming 
worldwide information sessions. 


Information about our MBA and Sloan Masters will also be available 
at all sessions. 


Sussex Place 


ee we eh London 
Business | 


Tel: +44 (0)20 7706 6840 


Fax: +44 (0}20 7723 1788 School 


email: mifinfo@london.edu 
www.london.edu L—— 


London Business School exists to advance learning and research in business and management 
EC02/02/01 





COURSES 





It’s a big world. 


Somebody has to run it. 





























ANNOUNCING THE NEW TRIUM EMBA — an alliance of 


New York UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENCE 
HEC Paris, GRADUATE BUSINESS SCHOOI 


TRIUM is the only truly integrated, truly global Executive 






MBA. Participants earn a joint degree in 16 months by 






attending concentrated two-week study modules at the 







three flagship schools, plus one week each in São Paulo 






and Hong Kong. Distance learning and team projects 


occur between class sessions. It’s visionary, focused and 






unique. Kind of like you. 


E For more information, 


NYU% call +33 1 39 67 70 94 in Europe or 












+1 212 998 0442 in the United States. 






Visit www.triumemba.org or 






e-mail info@triumemba.org. 
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Measured risk taking = measurable success 


Managing and regulating risks effectively requires new 
ways of thinking, specialised skills, techniques and 
tools. To respond to this growing need, the LSE has 
developed an innovative new programme, the MSc 
Management and Regulation of Risk. The programme 
is located in the Department of Accounting and 
Finance and draws on expertise from other 
Departments within the School. 


This multi-disciplinary programme, developed with the 
support of Deutsche Bank, can be tailored to your 
career goals in the private or public sectors involving: 


e management and consulting 
e finance 

e banking and insurance 

e operations 

e engineering 






e law 

For further information: E-mail: d.ranger@lse.ac.uk 
Mail: Graduate School, London School of Economics 
& Political Science, Houghton Street, London 

WC2A 2AE, UK. 

Visit our website: accfin.lse.ac.uk 

Graduate Prospectus online: www.I|se.ac.uk/graduate 


Application deadline: 1 March 2001. 






The London School of Economics and Political Science is committed 
to equal opportunities and excellence in teaching and research 






“Open the door to an international business career” 
MSc in Trade, Transport and Finance 
MSc in Shipping, Trade and Finance 


If you are talented, ambitious and diligent, we will provide 
the knowledge and skills for a successful international 
business career. Over 1,000 graduates from more than 
75 countries pursue high-flying careers in sectors as 
diverse as banking, finance, shipping, stockbroking, 
transport, trade and many more. 


But success is not easy. Our 14-month full-time courses are 
intensive and demand your total commitment. You will be 
taught by our own academic staff, many with international 
reputations, and also by high calibre practitioners from the 
City of London. 


Call us for more information and a prospectus on: 
+44 (0)20 7477 8606 

Email: stf@city.ac.uk 

www.business.city.ac.uk/stf 

Our next information sessions: 

2 March 2001 

4 May 2001 

8 June 2001 


The University for business and the professions 
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ADULTS, EARN YOUR 
DEGREE AT HOME IN 
JUST ONE YEAR! 

WASHINGTON INTERNATIONAL UNIVERSITY 
low. tultion-Bachelor, Master; Ph.D 
in most fields - No exams, no classes- 
A WIL instructor will help with your i 
Studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washintedu | | 
WEB SITE: www.washint.edu i 


E, Amsterdam 
C Institute of Finance 
In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2001 











fied Professional 
y in your own field, Write for free 












Measuring and Implementing 
Economic Value Added 


Financial Innovation in 
Corporate Finance 


ue. 
The Consultants Institute (Feb, 12 - 14) 
3066 \ 


(March 26 - 30) 











Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8/2 hrs a day with 2 meals. 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 4-week course starts Mareh 5, April 2 and all year 
06230 -Villefranche/Mer EB3, France. Tel.: (33) 493 01 88 44 Pax: (33)-493 76 92 17 
www. Institutdefrancais.com 


The Faculty of Economics and Business Administration at 
the University of Maastricht and the International Labour 
Office jointly offer a one year 


Master’s Programme in 
Social Protection Financing 


The programme trains experts in social protection and in 

social protection financing for social security institutions, 

insurance companies, governments, research institutions and 
| consultancy companies. This programme is endorsed and 
|) supported by the World Bank and the IMF. 


Minimum prerequisites for participation are a BA level 
university education and 2 years of professional experience 
in social protection. Students with a MA in Economics or 


equivalent can apply without prior professional experience. 
u Non-degree participation in separate courses is possible. 


The tuition fee for the one year Master's Programme is 
-€13.000,-; for students from non-OECD countries the 
(subsidized) tuition fee is € 5.000,-. The tuition fee for 
“separate courses is € 1.800,- (for the first course). A limited 
number of scholarships is available, but future students are 
urged to look for other sources of funding as soon as 
possible. The application deadline is March 30, 2001. 


For additional information and application see: 
http: //www.fdewb.unimaas.nl/algec/socprotection/ 


Or contact: SPF Master’s Programme 
P.O, Box 616 

Room 2.069 

6200 MD MAASTRICHT 


THE NETHERLANDS 


E-mail: secprotection.ies@algec.unimaasal 
Fax : +-31-43-3884864 
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Advanced Valuation Topics 
- Real Options 
- Valuing Commercial Banks 


The Options Workshop 
~- Stock Option and Foreign Currency 
Option Pricing 
| - Option Trading Strategies and 
l Risk Management 


The Advanced Options Workshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives 
- Exotic Options 


(April 5 - 7} 
(April 9 - 10) 


(April 26 - 28) 


(May I - 3) 
(May 4 - 5) 


(May 14 - 16) 
(May 17 - 19) 


Advanced Financial Statement Analysis 


(April 23 - 25) : 
| 


Acquisition Finance 


For information, please visit our Web site or contact us directly. 





AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +31-20-5200160 - fax: +31-20-5200161 
e-mail: info@aif.ni - internet: www.aif.nt 


Macroeconomic Policy 
Global Finance 





Programs designed for executives, analysts, and policy makers 
in both the private and public sectors who are involved with 
macroeconomics and financial sector issues, 





Macroeconomic Policy and Management 
June 25-July 20, 2001 


The Global Financial System: Structure, Crises, and Reform 
July 23-August 3, 2001 





For more information about these programs and others, please contact: 
Enrollment Services 

Tel: (617) 496-0484, ext. 205 
Fox: (617} 495-3090 

Email: KSG_ExecEd@Harvard.edu 








HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 








HH 





Executive Retreat on Pension Reform: Finding 
the Path to a Sustainable Pension System 


June 17-22, 2001 
Combines in-depth analysis of reform issues with real-time policymaking. World- 
renowned academics, experienced policymakers, and private-sector experts meet 
with participants in private sessions fo analyze their countries’ pension problems and 
formulate solutions. Lorry Kotlikoff and Rover Holzmann, Faculty Co-Chairs 







For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 207; Fax: (617) 495-3090 
E-mail: KSG_Execkd@Harvard.edu 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


















Queen’ s ; University, Canada 


John Deutsch International Executive Programs, 2001 





Investment Appraisal and Risk Analysis 
(June 4 - July 6) 

Offered In Partnership with World Bank Institute 
Infrastructure, Finance and Governance 
(July 16 - Aug 3) 

Infrastructure Evaluation; Regulation and Contracting; Private-Public Partnerships | 
Financial Institutions for Private Enterprise Growth 
(uly 16 - Aug 3) 

Market Oriented Financing of Micro, Small and Medium Enterprises 





Contact: Director, JD International 
Queen's University, Kingston, Ontario, Canada K7L 3N6 
Tel +1 613 533 6556 Fax +1 613 533 6895 Email: director@queensjdiexec.com 
Visit us on the internet at: www.queensjdiexec.com 








| LL.M./Masters 


in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery ~ Study anytime, anywhere. 
Prestigious Masters in International Taxation (M.1.T) for non-lawyers. 
E-Commerce ~ Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme. 

















Course Modules include: 
* Principles of International Taxation e Tax Treaties 
+ Offshore Financial Centres * Anti-avoidance 

+ Trusts and other entities + Transfer Pricing 

æ international Tax Planning + E-Commerce Taxation 
* Global Estate Planning & Asset Protection 









St. Thomas University 
AL School of Law « miami, Florida 


For more information please contact: 

HONG KONG UNITED KINGDOM USA 

Michael Foggo Simon Denton Coleman Foster 

Jel +852 2542 1177 Tel: +44 (0)20 7479 7070 Tel: +1 (877} 301 4736 
Fax: +852 2645 0550 Fax: +44 (0)20 7439 4436 Fax: +1 (305) 474 2461 
hk@SoversignGroup.com  uk@SovereignGroup.com _ cfoster@SovereignGroun.com 















wuww.stu.edu/tax 








www.cse.ogi.edu/CompFin/ 















Readers are recommended 
to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
nent, The Economist Newspaper 

i hall not be liable to any person 
for lass or damage. incurredor suffered as a 
cult df his/her accepting or offering to 
accept an invitation. contained beany 
advertisement in the Economist. 









FINANCE 


apply now for Fall 2001! 








APPOINTMENTS 





The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning. $100K+ per 
year, we can assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
(619) 224-9268 or E-mail: 102224.3306@compuserve.com and open the 
doors to. opportunity today. 


uy Resume Broadcast International 
P.O. Box 6930, San Diego, California 92166, USA. 

Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @compuserve.com 











ine national 


Financial Journalist/Analyst 


The Middle East Economic Survey (MEES), a weekly newsletter 
based in Nicosia, Cyprus, requires a journalist/analyst with financial 
and economic training and proven writing skills in English for a 
career job. 

The applicant should have at least a BA in Economics or Finance 
from a well regarded UK or US university. Computer literacy 
essential and knowledge of a foreign language (Arabic or French) 
would bea distinct advantage. Preference will go to candidates with 
strong financial analytical skills and familiarity with associated 
software, especially Excel. 

Please mail your CV to; P.O. Box 24940, 1355 Nicosia, Cyprus: fax 
it to (357) 2-671988, or e-mail it to; basim@mees.com 


GEADy 


is part of the GFA-LUSO Group, one of the leading 
management 


German consulting companies for countries in 
development or transition. Its turnover 2000 reached 
an estimated EUR 37 million with 220 employees 
world-wide. 





We are now looking for a 


Director for 
"Financial Systems Development" (Hamburg) 


with proven skills in acquisition and project management; familiarity 
with procedures and organisation of donor agencies desired. 


In addition we recruit for current and upcoming projects 


Financial Sector Consultants (worldwide) 
with a minimum of three years of relevant experience in SME-finance 
and/or Microfinance or related fields of commercial banking. Fluency 
in English is required, additional languages are an advantage. In 
particular we are currently looking for 
Banker/Economist, fluent in Chinese and familiar with WTO issues, 
Economists in Microfinance, with relevant work experience in 
English or French speaking West Africa. 
Bankers/ Economists for upcoming projects in the 10 EU candidate 
countries in the fields of SME- and Microfinance. 


Please send applications (CV and cover letter) to: 
Volker Visarius, GFA Management, 
Eulenkrngstr. 82, D-22359 Hamburg, 


Email: visarius@gfa-management.de Phone: (0049) 40-60306-381 
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APPOINTMENTS 


HOUSE OF COMMONS, DEPARTMENT OF THE CLERK OF THE HOUSE 
FOREIGN AFFAIRS COMMITTEE SPECIALIST 


Starting salary in the range of £19,995 pa - £31,658 pa depending on qualifications and experience 


Two year contract 


The Foreign Affairs Select Committee (FAC) of the House of Commons is seeking a Committee Specialist to assist with its inquiries. The task 
of the Committee is to examine the expenditure, administration and policy of the Foreign and Commonwealth Office and associated public 
bodies. Further information about the Committee can be found at: wwwparliamentuk/commons/selcom/fachome htm 


The task of the Committee Specialist is to assist the Clerk and other staff of the Committee in preparing briefing material, drafting reports 
and conducting analysis for the Committee in support of its inquiries, organising evidence for the Committee and accompanying the 
Committee on visits. The successful candidate will need to have good interpersonal and communication skills, and excellent written and 
spoken English. He or she will show understanding of current UK foreign policy and the work of the FAC in scrutinising UK foreign 
policy. Recent expertise in a particular geographical or subject area will be of use to the Committee, but the Committee Specialist will be 
called upon to provide briefing over the whole range of the Committee’s work To reflect the currently anticipated emphases of the 
Committee, up-to-date knowledge of European Union institutions and procedures will be necessary. Knowledge of public administration 
and economics would be advantageous. 


Candidates are required to have at least a second class honours degree, or equivalent professional qualification in a relevant subject, as 
well as two years’ relevant work experience. 

Benefits are generous and include: 28 days annual leave, in-house gym, non-contributory pension scheme in respect of personal benefits, 
season ticket loan and childcare vouchers. 

The appointment will start in June 2001. 

Strict political impartiality is required and the person appointed will be expected not to engage in political activities for the duration of the 
appointment. 

Please note that applications will be accepted only from those completing the application form: CVs are not an acceptable substitute. 
Applications from candidates wishing to apply for a secondment will be considered, 


For more details and an application form to be retumed by 16 February 2001 write to Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB or telephone 01325 745170 (24 Hours) or fax 01256 383786/383789, 
Intemet: www.rasnet.co.uk Please quote reference C/5459, 


The House of Commons is committed to equal opportunities. G A P | JÈ A RÁ S 


Applications from candidates with disabilities will be welcomed. 


NATIONAL TENDERS BOARD 


RECRUITMENT OF AN INDEPENDENT AUDITOR FOR PROCUREMENT 
REQUEST FOR EXPRESSIONS OF INTEREST 


Within the framework of the procurement and audit reform system, the Government of the Republic of Cameroon has instituted ex-post audits for contracts 
above CFA 500,000 and 25% for contracts between 30 and 500 million CFA. 


The independent auditor is expected to: 
Form a judgement on both procurement procedures and contract monitoring process for contracts subject to ex-post review. 


Ensure the consistency of the procedure followed with the provisions of the national regulations and that such procedures are guided by cost effectiveness, 
efficiency, transparency and equal opportunity 


Express his opinion on the quality of contract delivery including technical aspects, physical completion and price competitiveness. 
Identify procurement cases which are not consistent with contracting regulations for works, goods and services 


Undertake a reconciliation and a comparative analysis of actual prices for works, goods and consultant services with agreed provisions of contracts, in order 
to ensure that the funds have been used for the agreed purpose. 


Assess whether the contractor has and adequate control system in place which allows to ensure that (a) the procurement process followed is in conformity 
with the regulations (b) is implemented in a timely and efficient manner (c) payments are made only for eligible expenditures and for works, goods and 
services actually delivered and certified. 


% Make recommendations for improvement in the procurement system, the management and contract me nitoring and the archiving of all the related documentation. 
The National Tenders Board now invites potential candidates to express their interest in providing the above services. Interested candidates must provide 


information indicating that they are qualified to perform the services requested, including (brochures, description of similar assignments, experience in similar 
conditions, qualified staff, financial resources, etc). 


On that basis, a shortlist of consultants will be established and an invitation for tender will be addressed to each and every short-listed consultants. Consultants 
may associate to enhance their technical capacity and their skills to perform expected requirements. 


The mission of the independent auditor shall be financed by the budget of the Republic of Cameroon. 


Expressions of interests must be delivered to the address below on 06 february 2001 at 09:00 a.m. local time latest: 


“Secretariat of the National Tenders Board, Head Office building, at Mballa II, 4th floor”. P.O. Box 6604 - Yaounde 
Tel. (237) 20-18-03 Fax: (237) 20 6042 E-mail: DGTC @ GCNET.CM 
The Chairman of the National Tenders Board 
Tikeka Kemone 
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APPOINTMENTS 


Pour CONSULTING & ASSOCIATES 


We are an international management and government consulting firm assisting corporate clients to increase the competitiveness of their operations in 
world markets and helping governments to develop a competitive private sector. Consultants are working in offices in Munich, Paris, Boston, Tokyo 
and in project offices in several countries of Central and Eastern Europe, Asia and North Africa. 


Among our clients are successful international corporations, banks, governments and international organisations, such as the World Bank, the European 
Union, the European Bank, UNIDO and a growing number of companies from transition countries. To further expand our privatisation and SME- 


finance practice, we are searching for: 


SENIOR EXPERTS IN PRIVATISATION 
SENIOR EXPERTS IN SME-FINANCING 


with exceptional personal and intellectual skills and stature. Positions include International Accountants. For privatisation, typical positions include. 
Policy and Legislative Advisors, Valuation Experts or Transaction Managers with know-how in certain industries (for example, steel, utilities, oil and 
gas), Voucher Privatisation Experts or Cash Auction Advisors. For SME finance, positions include Credit Advisors, Credit Analysts, Venture Capital 
Experts and Organisational Advisors for manuals and procedures including co-lending. 


You should have an appropriate university degree, be fluent in English and/or French and have several years of previous consulting and management 
experience in privatisation agencies or SME financing institutions. 


We offer long-term opportunities for development, short and long term positions, the opportunity to work within an enthusiastic team and the 
possibility to become a partner in our firm. The positions will be attractively remunerated according to significance and responsibility. Please send 
your complete application (CV, diplomas, photo and current remuneration) in strictest confidence to: 


POHL CONSULTING & ASSOCIATES 
Ms. M. Pluschke; Bonner Str. 26; 80804 Munich, Germany; Telephone: ++49 (89) 36 98 16; Fax: ++49 (89) 36 64 18; 
email: POHLCONSULTING-ASSOCIATES @t-online.de website: http//www.pohl-consulting.com 











The CENTRE FOR THE DEVELOP: 
Development of Industr 
framework of the A 


T OF ENTERPRISE (CDE), formerly the Centre for the 

the ACP/EC Cotonou Agreement. Within the 

and development of enterprises located in the 

nefit to economic operators of the EU and 

ion of private sector development 

ACP companies and businesses. 
two (m/f) 











































counting matters in 
institutions. Adaptability 
ment. Capacity to work 
the leadership of the 
hanging environment, 
mechanisms and 
between the ACP 


Function: The Deputy Dire 
responsibilities, requiring ex 
to enterprise development 
You will be supporting the D 
of the CDE. 


3 


Experience and profile: T 
degree, preferably in Econo! 
of at least 15 years in manag 
sector or private sector relate 
of experience should be in mani 
development finance institution 
Experience of at least eight year: 
matters related to ACP countries. 


ctor institutional 
lopment aid mechanisms 
ith other multilateral 


<Ompulsory. Knowledge 
advantage. 


16 West African states 


If you meet the above requirements an 
a, Mali, Mauritania, Niger, Nigeria, 


(Benin, Burkina Faso, Cape Verde, Côte d 
Senegal, Sierra Leone, Togo), please send your vitae, (preferably by e-mail) to 
david.roberts @developmentcentre.be or by fax to nt Centre, P. Delestrestraat 29, 
B-1850 Grimbergen, Belgium. The last date for the rece salig iday, 23 March. Discretion and reply guaranteed. 
CDE is an equal opportunity employer. 
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CIRAD, a French scientific organization specializing in 
agriculture research for the tropics. and subtropics 
worldwide, employs 1800 people, including 900 senior 
staff spread in 50 countries. 





CIRAD is reinforcing its research teams on economics and 
social sciences fields in 200] 


CIRAD offers 2 economics researcher positions 


2 to 5 years experience 


: 
Macro and meso economist 
(Ref: DRH-229) 
You are attracted by a post which involves working with a multicultural and multi- 
disciplinary context on macroeconomic analysis of agricultural policy, modelling 
of market mechanisms and farmers behaviour and field research. You are located on 
the Campus of the Jardin Tropical de Paris and -bringing together front-ranking 
partners specialised in development and environmental economics. 
Location’: Paris with frequent missions abroad 
+ * * . ° 
Economics researcher, specializing in forest policy 
(Rer: DRH-292) 
You are attracted by a post devoted to studying and understanding of a variety of 
economic instruments and their combinations for defining and implementing 
forest policies for optimal use of wood products and non wood timber products 
(NWTP) forest products, 
Location; Monrpellier (France) with frequent missions abroad. 

For more details, http://www.cirad.fr/emploi/indexen. html 
CIRAD is also offering over 100 job opportunities throughout 2001 
If you are a scientist, specialized in one of these fields : 

* Agroccology, environment, biodiversity 

* Food, consumption, food processing 

* Genetics, plant and animal biology 

* Crop, forest and livestock production 

* Plant and animal pathology 

* Agricultural and food policies and trends, competitiveness and international markers 
» Applied. mathematics and computing 

* New intormation technologies 


then, choose a career in international research and visit our website : 
hip: /Avww.cirad fr 
LINK YOUR FUTURE WITH DEVELOPMENT 


The Institute of Development Studies of the University of Helsinki 
(IDS-Helsinki) is the only university department in Finland dedicated 
“to social scientific research and teaching at the Bachelor and PhD levels 
(Master’s degree will be introduced in near future) on development in 
and of the Third World. Development Studies focus on 
tmultidisciplinary research on Asian, African, Latin American and the 
Middle East countries and on the global system connecting these areas 
and Finland, from a theoretical and practical, as well as from a historical 
and present-day perspective. 














IDS- Helsinki is now searching for a 
PROFESSOR IN DEVELOPMENT STUDIES 


for a five-year period starting preterably January 1, 2002. 








Candidates should be established scholars with a PhD degree and 
recognised academic experience in research and teaching in 
international development studies. The incumbent is expected to 
have a good command of English. A positive attitude toward, and 
experience with, teaching non-native English speaking students 
will be a strong advantage. 









Further information including the job description and list of 
required annexes to support the application can be obtained from 
The Faculty of Social Sciences, P.O, Box 54 (Unioninkatu 37) 
FIN-000614 UNIVERSITY OF HELSINKI, Finland, (e-mail: 
tunia jyrkama@helsinki fi). For inquiries, please contact the IDS 
(e-mail: ids-finland@belsinki fi or fax: +358-9-191 24255). 









Applications directed te the Faculty of Social Sciences, with required 
annexes should reach the University. of Helsinki, Incoming Mail. 
P.O.Box 33 (Yliopistonkani 4) FIN-00014 UNIVERSITY OF 
HELSINKI, FINLAND, no later than: March 8, 2001. 
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Development Finance International 


PROGRAMME COORDINATOR - LONDON 


Coordinator needed for a UKE1.6 million programme to build capacity in 
| Africa and the Caribbean, to monitor and analyse Private Capital Flows. 


Responsibilities: 

* Designing and implementing a one-year work programme covering 
16 countries; 

| * Liaising with senior officials of African, Caribbean and donor 

| governments, and international and regional partner organisations; 

* Designing training and sensitisation materials in paper, electronic 
and website format; 

* Recruiting, training and supervising consultants, mostly from low- 
income countries. 


The ideal candidate will have at least 5 years’ experience in two of the 
following areas: 
* Monitoring of private sector debt in low-income countries; 
* Monitoring /censuses of private capital flows in low-income 
countries; 
+ Analysis of private capital flows to and from low-income countries. 


| Essential attributes will include strong skills in project design, training, 
reporting, and consultant supervision; experience of high-level discussions 
with developing country and donor governments, and international 
| institutions; and full command of English. 


| Internationally competitive salary. Appointment for 12 months with 
possible renewal. Around 12-14 weeks a year travel, to participate in 
Missions and Training Workshops. 


Please apply by 12 February with letter and curriculum vitae to: 


Development Finance International 
4th Floor, Lector Court, 151-153 Farringdon Road, London W1M 1AH 
Fax No. +.44 20 7278 8622 Email: mail@dri.org.uk 





ingénierie 


In the framework of several current and upcoming projects in South 
America, Africa, Europe, Central Asia and Asia, for management and 
rehabilitation of irrigation and drainage infrastructure, drinking-water, 
Sanitation and water management projects, protected areas, forestry and ; 
rural development projects, International Free-lance Consultants are sought 
for the following positions, for both long and short-term missions: 


Procurement Specialist. 

Water management specialist 
Protected areas specialist 
Monitoring and Evaluation Specialist 
Hydrologist 

Forestry specialist 

Design Engineer 

Water quality specialist 
Participatory approach specialist 
Construction Supervisor 
Agronomist 

Institutional specialist 

Legal expert 

Environmental specialist 
Economist/financial expert 


All candidates should have experience working on multilateral funded 
projects (EU, WB, AfDB, AsDB). English language a must, according to 
the country of assignment, basic knowledge of Spanish, Portuguese, 
Russian and/or French desired. 


Candidates with relevant experience (minimum 10 years) should apply 
under ref DCO1.O1 via Email: cv.brli@brl fr 
BRL group: www.brLfr 
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SENIOR INTERNATIONAL JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+, Career searching into, within or out of 



















SALES RE PRESE NTATIVE Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 
www.careerpath.co.uk 
= JAPAN Fax: Email: 
USA/Canada +1 202 4781698 cpamerica@careerpath.co.uk 






Europe +44 20 75048280  cpeurope(@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 i Kk loxinfo.co.th 






Are you a Tokyo-based sales executive seeking a new challenge with an 
established global company? Euromonitor requires a Sales Representative 
to exploit opportunities for selling our premium internet-sited information 
products in Japan. You are a highly self-motivated sales professional 
with a proven track record for selling in the business-to-business arena, 
and will have the tenacity, drive, commercial awareness and 
persuasiveness to find the right contacts and sell product benefits. 
Experience in account management, organisation skills and an 
understanding of corporate purchasing dynamics would all be added 

























Executive Director, AZERBAIJAN 


Open Society Institute seeks an Executive Director for its national foundation in Baku; 
Azerbaijan. The Executive Director, in conjunction with and under direction of Osi 
Azerbaijan's board of directors, develops strategy, plans and implementation for operating 
and grantmaking programs. The Director supervises staff: interacts with foundation board of 
directors; oversees the foundation's annual budget. 


REQUIRES: 





i 3 ° Fluent English and Azeri, Turkish and/or Russian. 
advantages. Fluency in Japanese and English are essential. K 4+ years ngo management. 
. 2+ years field experience in Central and Eastern Europe or preferably in the 


former Soviet Union. 

Experience working with a board. 

Strong financial management, organizational, interpersonal and writing skills. 
BA with Masters or other advanced degree preferred. 

Extensive travel. 


Send cover letter/CV to: Open Society Institute, Human Resources - Code AZERB, 400 W. 
59th Street, NY, NY 10019, or fax to: (212) 548-4607. 


if you can prove you are an ambitious, tenacious, sali 
individual with a proven sales record then we want to hear from you. 


eee 


In return we can offer you a unique opportunity to further your 
international sales and account management career, with a high basic 
salary and an uncapped commission structure (OTE up to ¥9 million, as 
well as an excellent training and development package. 








For immediate consideration, please send your cv, together with cover 
letter indicating salary history and requirements, to Marc Berman, 
60-61 Britton St, London ECIM 5UX, or email 
marc.berman@euromonitor.com, quoting reference IMISJPOO1 . 


EUROMONITOR 


One of the world’s leading business information providers 


EUROPEAN 


CULTURAL Founded in, 

FOUNDATION 1954, a 
Am 

CULTURAL FOUND, 
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The WHU - Otto Beisheim Graduate School of Management - is a private, 
state-accredited business school of university ranking. The WHU offers an 
internationally focused and practice-oriented diploma program in Business 
Administration as well as an executive MBA program for managers. 


YI 30 INN3I3JdÖYNI 


The recently founded Electronic Business department at WHU is offering 
positions as 


Research Assistants/Doctoral Candidates 





Working primarily on your research work, you will participate in a short and 
focused doctoral program providing you with the necessary skills to complete 
your dissertation within the shortest possible time frame. We offer closeness 
to business life, technological orientation, an international environment and 
a highly modern workplace run by us and world-class faculty from leading 
institutions. Also, you will be encouraged to participate in a three- to six- 
month doctoral program at one of the WHU's renowned partner universities 
or leading Business Schools. 











Highly motivated student, who enjoys working in teams, holding an excellent 
degree of business administration and/or information systems. In addition, 
you possess good analytical and communication skills, work experience and 
the ability to synthesize complex issues. Fluency in English is required. 


If you feel that you match our profile and are interested in joining our growing 
team. please send your application to: 
WHU 
Otte Beisheim Graduate School of Management 


Prof. Dr. D. Schoder / Chair of Electronic Business 
Burgplatz 2, D-56179 Valiendar, Germany 


sions to: Nicolas 
er International, 

ı Roosevelt 14, B-1050 Brussels. 
40 6110 - E-mail: 
jlianders@ezi.net) 



















For additional information, please contact Prof. Dr. Detlef Schoder directly 
at schoderwhu.edu. 
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FACHHOCHSCHULE AUGSBURG 
University of Applied Sciences 









f Applications are invited from suitable qualified persons for the following post: 
Professor of International Management/ 


Human Resources/Economics 
Position BesGr C2 BbesG 
Position begins: October 2001 
-Candidates are expected to lecture in: 
- Human Resources at ist and 2nd -year levels 
~ International Management and 
~ International Economics at 3rd -year and graduate levels, 

















Requirements: 

‘Candidates should have practical experience (minimum five years) in the subjects 
C above and apart from necessary academic qualifications (generally, an earned 
doctorate is required) offer fluency in English as well as German. 

Applicants should meet the requirements for holding a professorship as stated in the 
University. Law of the State of Bavaria. 


Persons with serious disabilities receive preference over those with similar 
qualifications, 


The equal opportunity plan of the University of Applied Sciences Augsburg aims to 
increase the percentage of women in these positions. Applications from women 
are especially welcome. Please submit your written application together with 

informative documentation not later than four weeks from that publication to the 

Président der Fachhochschule Augsburg 


Bawngarmerstr. 16, 86161 Augsburg, Germany 
Phone; +490) 821-5586-215 


COURSES 


BR ADE ‘ORD 


NIMBAS | 


The Associate Institute of the 
University of Bradford 


continental Europe. 
ce-aré required. 


Toy -year Executiy MI 
seven 9-day’ ‘sessions in 4 Et 


vi 


Modular programme the: afids : B 
4, 
and Germany bell 


3 MBA (London) accredited 
*Financial Times survey 24/01/00 The University af Bradf UIS MD) accredited 


NIMBAS Graduate School of Management 


Nieuwegracht 6.3 a The? ands 
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at SOFRECO international consulting company, 


is seeking urgently to complete its teams: 


DEVELOPMENT AID-MANAGEMENT SPECIALISTS (ref. 0E2192} 


Team Leader positions for long term assignments. 

Assistance to the EU Programme Management Unit: identification, planning, organisation, 
monitoring of programmes funded by the EU at national level, 

The candidates must be EU nationals and familiar with EU/EDF procedures. 


PUBLIC INVESTMENT PROGRAMME ADVISER (ef. £2360) 


Team Leader positions tor medium and long term assignments. 

Yo develop systems/procedures for PIP (Public Investment Programme) preparation; 
Implement process for selecting, evaluating and prioritising projects for PIP formulation; 
Develop a framework for monitoring/evaluating PIP; implement training actions. 





For both profiles, very good knowledge of English is essential, good practice of a third 
language (French, Russian, Spanish) would be appreciated. i] 


Candidates with relevant experience should apply urgently to: 


SOFRECO, 92-98 Bld Victor Hugo, 92115 Clichy cedex, France 
Ecofi@sofreco.com Fax (33.1) 41,27.95.96 (web-site: www.sofreco.cam) 


VAKAKIS INTERNATIONAL SA, Greece, seeks an EU 
Senior Business 
Development Manager 


Position: 


Management of business activities & personnel, reporting directly to 
the MD. 

Co-ordination/preparation of competitive bids for donor agencies. 
Acting as Project Director of TA projects/studies operating in 
developing countries. 

Formulation of Company Business Development Strategies. 


Motivating & mobilising corporate resources to meet goals for 
company’s growth. 


Qualifications: 


* Previous experience in a Senior Management post, within an EU 
Consultancy. 


Familiarity with international consulting business (min 10 yrs), 
experience in winning/managing contracts in agriculture, rural 
development & environment. 


Considerable experience working in-country on funded 
projects/studies. 
Complete fluency in English or French. 

Excellent interpersonal skills, ability to work within a dynamic team. 
Degree in a relevant discipline (MBA, Econ., Agriculture, Engr.). 
Compensation commensurate with candidate's qualifications, plus business 

acquisition incentives. The candidate shall be based in Athens. 
Forward CVs up to 15.03.01 (ref. ECQ08) to: vakint@compulink.gr 





BUSINESS & PERSONAL 


PRIVATE ACQUISITIONS ple. 


We are a highly regarded specialist M&A team. We 
provide a bespoke service for owners of private and 
quoted companies in the £20-£150 million turnover range, 
who are looking to make a full or partial sale. 


Our approach is unique - systematic, proactive and highly 
confidential. Fees are based on the value of successfully 
completed transactions 


For a preliminary confidential discussion please 
call 020 7870 7343 
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vEAgiobal 


IDEAglobal is a leading provider of global financial information and 
analysis, headquartered in Singapore. 


Japan Economist (ref : JE) 


IDEAglobal seeks a financial economist to cover developments in Japan. 
Ideally the person will hold post graduate qualifications in economics with 


experience in policy agencies, trading houses or financial consultancies, | 


| providing strategic intelligence. The position will be based in Singapore, with 
frequent trips to. Japan. A knowledge of the Japanese language and Japan's 
markets are distinct advantages. 


Please address applications or enquires to: 
Lindsay Coburn, Head of Research (Asia), 
9 Temasek Boulevard #42-01, Suntec Tower 2, Singapore 038989. 


Tel:+65 332 0731; or email lcoburn @ideaglobal.com. Fax : +65 332 0701. | 


Emerging Markets Economist (ref : EME) 


The emerging market research group in London has a vacancy for a junior 
economist covering the countries of Central and Eastern Europe. 


The ideal candidate would be a graduate in economics with interest in the 
securities markets of the lesser developed/transition economies. Some 
professional experience in macroeconomic or financial markets research 
would be advantageous but not essential. The position would be best suited to 
an enthusiastic individual with a willingness to learn in a fluid and flexible 
environment. 


Prospective candidates should email or send their resumes to 


Koon Chow (kchow @ideaglobal.com), IDEAglobal, Lincoln House, 
296 High Holborn, London WC1V 7JH. United Kingdom. 


ANNOUNCEMENTS 


THE PRIVATISATION COMMISSION OF PAPUA NEW GUINEA 


SALE OF A STRATEGIC EQUITY INTEREST IN 
AER NIUGINI LIMITED 


The Government of Papua New Guinea (PNG), through its Privatisation Commission, is 
pursuing a program for privatising State-owned enterprises. Under this program, up to 49% 
of Air Niugini Limited is now being offered for trade sale to a strategic investor. 

This investment opportunity wil! provide the purchaser with - 


e Astrategic equity interest in the PNG national flag carrier 
e Adominant share of the PNG domestic air service market 
e Access to valuable international air service rights 


Additionally, the PNG Government is willing to consider a management agreement with the 
purchaser to further enhance the value of the strategic equity interest. 


The Deloitte Consortium has been appointed by the Privatisation Commission of Papua New 
Guinea to implement the trade sale process with regard to Air Niugini, The Consortium is now 
secking expressions of interest from parties that wish to explore this opportunity. Such 
expressions of interest should be received by Mr David Murray (see below) in Port Moresby 
no later than Tuesday, 6 February 2001. 


The contacts below are available to elaborate on any aspect of the trade sale process, 


Under no circumstances should interested parties contact management, employees, agents, 
customers.or suppliers of Air Niugini. All written communications should be directed to: 


Mr David Murray 
Managing Partner 


Deloitte Touche Tohmatsu 

Level 12, Deloitte Tower 

PO Box 1275, Port Moresby 

Mr Phillip Roy Papua New Guinea 

Partner Tel: (675) 308 7000 

Fax: (675) 308 7001 

Email: david_murray @deloitte.com.au 


paom & 


TOHAMTSU AMBIDJI Allens Arthur Robinson 


THE DAVID WATT PRIZE 


his prize is a tribute to a man widely regarded as one of the UK’s outstanding 
writers, thinkers and political commentators. It was introduced in 1988 to 
commemorate the life and work of David Watt. 


To be eligible, entries must have been published in English during the calendar 
year 2000. Entries must, in the opinion of the judging panel, have made an 
outstanding contribution towards the clarification and understanding of national, 


international or global issues. 


The prize of £7,500 was established by Rio Tinto ple, to whom entries should be 


sent. 


Full details are available from The Administrator, The David Watt Prize. Rio Tinto 
ple, 6 St James’s Square, London SW1Y 4LD, tel 020 7753 2277, or e-mail 


davidwattprize@riotinto.com 


Closing date for entries is 31 March 2001 
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“TRAVEL 








EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


E CROSSAIR 








PE 
4 


For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 








CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio 
Í| flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 
service, resident manager. Suit 1-2 persons. 








































A special collection of 
eagutstle villas with private 
pools on the Cote d'Azur, 
St Tropez & Provence. 
Chef, maid, babysitter available. 
www.quality-villas.co. 


01442 870055 


for our superb brochure 


Tel: (+44) 
020 7272 5469 


Fax: (+44) 020 7272 6184 
www.tuscanynow.com 
brochure@tuscanynow.com 


Brochure by Air-Mail: 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058. 
info @ksflats.demon.co.uk 
www.ksflats.demon.co.uk 

















Fulfilling Britain’s commitment to ZITEC ETIS 











Department for 
International 


Development 


The Governments of the Utstein Group (Germany, 
Netherlands, Norway and the United Kingdom) wish to 
establish a Resource Centre (RC) on anti-corruption in 
international development. This is an integral part of the 
agenda set out in the Utstein Ministers’ Declaration on anti- 
corruption (The Hague, 13-14 May 2000) which includes a 
commitment to strengthening collaboration in order to reduce 
the damaging effects of corruption on development. The RC 
will function as a focal point for this collaboration. It will exist 
as a website (separate from the websites of the Utstein 
development agencies) and will provide an over-arching 
information management service supporting Utstein anti- 
corruption work. DFID, on behalf of the Utstein Group, is 
inviting Capability Statements from organisations with a 
proven track record and capacity to manage this facility. 


SCOPE OF WORK 


The RC is intended to exist, as far as possible as a virtual 
organisation and should therefore be housed in, or supported 
by, an existing institution so that technical infrastructure and 
support can be readily sourced. The RC will be responsible for 
the following key tasks; establish and maintain an inventory of 
anti-corruption experts, provide an overview and analysis of 
Utstein anti-corruption programmes, organise and maintain an 
up-to-date portfolio of relevant technical and research 
information, organise and maintain a synthesis of knowledge 
and experience drawn from Utstein programmes and provide 
links to other relevant anti-corruption sites. The RC will be 
expected to approach the task pro-actively, have systems for 


UTSTEIN ANTI-CORRUPTION 
RESOURCE CENTRE 


EXPRESSIONS OF INTEREST 


seeking and reviewing feedback and examining opportunities 
for further development of the services provided. 


REQUIREMENTS 


The successful bidder will be expected to demonstrate the 
following competencies; sound technical understanding of 
anti-corruption issues as they relate to international 
development, developing and transitional countries and 
development agency programmes, familiarity specifically with 
the anti-corruption work of at least one of the Utstein 
partners, practical experience of working in anti-corruption 
programmes in developing countries and established links with 
developing country organisations, proven capacity to deliver a 
web-based service, access to appropriate technical 
infrastructure and institutional support. Management 
personnel required to operate the service should be kept to 
the minimum level feasible (likely to be between 2-3 
individuals). The successful bidder will be given a three year 
contract, with the possibility of a two years extension subject 
to performance during the first 3 years. 


EXPRESSIONS OF INTEREST 


Applications are invited from suitably qualified respondents. 
Applications must be submitted in the form of Capability 
Statements (3 copies) which must be no more than 4 pages 
long accompanied by abridged CVs of key personnel (size 12 
font only). Following assessment of the Capability Statements, 
DFID will invite short-listed applicants to submit full technical 
and commercial proposals. Prices are not needed at this stage. 


Capability Statements (hard copies only) must be submitted to Robert Morrison, Room AH409/2, Department for 
International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA to be received no later 
than 5.00pm on 13 March 2001. E-mail or faxed Capability Statements are not acceptable. http://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the reduction 


of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 


by 2015 assistance is concen 
poverty by . 


countries in Asia an 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. Selection 


d on the poorest is on merit. 


-Saharan Africa, 
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| a) | , 
www.BYZANTINEHOLYICONS.com Would you like WANTED a ar 


5 415.383.6200 (in US) 888.477.3030 
- to invest on the to. form strategic alliance/partnership. Esmail: Info@ewnabani-com 
www. KTCGALLERIES.com Our goal is to raise $500 million pre-IPO 


www.ownabank.com 
capital through Regulation D 506 and/or 
bond offerings/private placements on 


behalf of our member companies. 
Fortune 500 management and board. 
Powerful business concepts with 50% + 
share. value increase. 100% security for 
investors through Top 50 bank 


guarantees. Excellent commissions to START YOUR OWN 


capable team. Interested in long term 
mutual beneficial business relationship. A ate) 
Please contact: 


European Ministry of Finance® 

































GROUP INC 





























- to manage your 
own portfolio 
over the Internet 


- to do all of this 
through a tax-free 





















OFFSHORE BANK 


For Sale US $500,000 (File #220) 
For Sale US $75,000 (File #428) 


For further information, please contact 
CARIBECO USA LTD. 










































Gary A. Ferraro, President 9 20, be meh Committee Oiee- Become owner of Internet Casino! 
Tel: 561-391-4308 / Fax: 561-447-8724 compa Bh PEN vee A 26a Best terms on the Web! 
z-mail: partners @euro stry.org x a Ho- 
THEN YOU HAVE COME Home Page: www.euroministry.org www.SALECASINO.COM 
TO THE RIGHT PLACE! 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 








WRITE OR SEND YOUR MANUSCHIPT TO: 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www. minerva-press.co.uk 





stock.laveco.com 

































SPECIFIC PROCUREMENT NOTICE 
Invitation for Prequalification 








Uzbekistan 


Bukhara and Samarkand Water Supply Project 


Classified advertisements are seen in over 190 countries 


every week. To advertise, please contact: 
Paola Hamden Beth Huber Performance-Based Service Contract for the Provision of Water Services 
Tel: (44-20) 7830 7000 Tel: (1-212) 541 5730 
Fax: (44-20) 7830 7111 Fax: (1-212) 247 1325 
Email:paolahamden@economist.com — Email:bethhuber @ economist.com 


The Government of Uzbekistan has applied for a credit from the International 
Bank for Reconstruction and Development (“IBRD”) for the benefit of the 
Bukhara and Samarkand Vodokanals (BSVKs) toward the cost of the Bukhara | 
and Samarkand Water Supply Project, and it intends to apply part of the proceeds: ; 
of this credit to payments under a Performance-Based Service Contract for the “| 
Provision of Water Services, for the municipality of Bukhara and Samarkand. | 
The BSVKs intend to prequalify firms for the provision of management, 
operations and maintenance services relating to the water systems in Bukhara 
and Samarkand. It is expected that invitations to submit proposals will be made 
in April 30, 2001 





Prequalification will be conducted through prequalification procedures which 
are in general compliance with World Bank procurement guidelines and are 
open to all bidders from eligible source countries, as eligible countries is defined 
in the World Bank's Guidelines: Procurement under IBRD Loans and IDA 
Credits, January 1995 (revised January and August 1996, September 1997 and 
January 1999). 





Interested eligible applicants may obtain further information from and inspect 
the prequalification documents at the Bukhara and Samarkand Water Supply 
Project Coordination Unit (PCU) (address below) from 10:00 a.m. to 17:00 p.m. 
local Uzbekistan time, Monday to Friday. A complete set of prequalification 
documents in English may be purchased by interested applicants on the 
submission of a written application to the address below and upon payment of a 
nonrefundable fee of $70 U.S. The fee can be paid by direct deposit/transfer onto 
the project account in the Tashkent City department of the bank ASAKA. 
Further details on the account and SWIFT number can be obtained by fax or 
electronic mail to the address below. The prequalification documents will be sent 
by courier. 


FOR OUR 110 PAGE COLOUR B| 
CW Forster (Director) 


LL MAJ 
CREDIT CARDS 
CCEPTED 


Applications for prequalification should be submitted in sealed envelopes, 
delivered to the address below no later than Mareh 15, 2001 and be clearly 
marked “Application to Prequalify for a Performance-Based Service Contract 
for the Provision of Water Services, Bukhara and Samarkand Water Supply 
Project”. 


WORLD WID 
Grosvenor Cou 
isle of Main, IM 
TEL: +44 1624 81 


FAX: +44 1624 81 Mr. Alexander Mironenko, Department Head 


Ministry of Macroeconomics and Statistics of Uzbekistan 
45a, Uzbekistanskaya Av., Tashkent, Uzbekistan 700003 
E-mail: alexmir@online.ru Phone: (998-71) 132-6527 
Fax: (998-71) 132-6337 








1509002 94 Certificated + A member of the Estate and General Group established in 1934 


110 JHE ECONOMIST FEBRUARY 3RD 2001 






BUSINESS & PERSONAL _ 





o OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


) for OFFSHORE & UK COMPANIES @ te best prices contact us to today 


P eee f For imme jate, friendly advice, : please contact; 
LICENSED CO, 96-106 ane St. Chelsea, 


& rust MANAGEMENT i London SW3 6N] LONDON: Janson Lotery BSc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 
= www.scfgroup.com/ec, 27-20 Lower Pembroke St, _Fax-+44 (0) 20 7795 0016 






























Tel: +44 (0) 20 7352 2274 Tel: +353 (B) 1 662 1388 
Dublin 2, Ireland. E-mail: Janson@scigroup.com 


Fax: +353 (0) 1 662 1954 
North Korea Business ? OF. F. SH OR E Offshore Companies, 


E-mail: pmurphy@scfintliolie 
Lowest Aphuat Fees Banks, Trusts, Foundations, 

































P LURES cae ady Made Companies 
ww.NOorthkoreaseminars.cm Pae = 


Offshore Credi Cards 


United Kingdom: 
Tel: +44 (0) 20 7636 9618 Fax: +44 (0) 20 7836 9617 


By foreigners ... for foreigners www,GLOBAL-MONEY.com 





Fees corporate in-house briefings; strategic advice; Uhr UU RO TA D 
igh-level business introductions; visas and other services. 5» Floor, Morley House, F 

ce 314-322 Regent Street, Tel. i Cyprus: o 
Londen WIB SAG Fax: +357-276 8722 














one dick away 


Since 1987 The Sovereign Group have been 
assisting individuais and companies to achieve 
savings in tax. We provide a full range of onshore é hive ‘ wide Pateor 
g PP 9 Abrams & Krovhak. 
and offshore services designed to save tax for VISIT OUR WEBSITE: Canadian [mmigration Lawyers 
f: SovereignGroup.com 
you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 


value of your assets. 


business 
& personal 


tax solutions 





HONG KONG: ISLE of MAN: UNITED KINGDOM: U.S.A.: 
Stuart Stobie MNOCK Simon Denton Witarn H. Byrnes 
Yet +852 2542 1177 4 1624 699800 Yet +44 (020 7479 7070 tea +1 (305) 474 2468 
ax +852 2545 0550 4 § 4 (020 7439 4436 Fax {305} 474 2469 
jovereignGroup.com i X overeignGroup.com  usa@SovereignGroup.c 






SELL TO THE WORLD 
for you, locs offi ni paang 


Call + 35321 ee info@localeyes.ie 





US DOLLARS / SWISS FRANCS 





SEEING HOW TO SEE 


A Close Look at Perception Ask fora free cd-rom with demas of iat sites and localised software. 


HLfolc Jali |e |v i=] 5] 
your product seen through local eyes 
IT UK DE FR DK SE FI NL ES IE 


A two day seminar presented by 
The Institute for Cultural 
Research 
at the Royal Society of Medicine, 
Saturday and Sunday February 

17/18, 2001 BUSINESSES 
FOR SALE 


Speakers: Simon Baron-Cohen, eclectic na 
Rita Carter, Helen Cassaday, 
Harry Collins, Chris French, 

Richard Gregory. Robert 
Matthews, Roger Penrose, 
Richard Wiseman. 





GET YOUR TRADING INFORMATION FREE 
OF CHARGE FOR ONE MONTH AT 






EXCELSIOR-BANKING GROUP 
For Sale. 


Registered as a financial company in the USA 
No banking license required. 
Must operate as member institution 


Ready for E-commerce & financial activities 
Never traded, 100% contro! offered 


Ring, write to the institute at 
for only $4,900 


PO Box 2227, NW2 3BW 
Tel: 020 8452 0960 


forex@pzim.com 





Fax: +1-209-633 6056 
E-mail: banking @ euroministry.com 





iW 
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~ ECONOMIC INDICATORS _ 










































































| OUTPUT, DEMAND AND JOBS America’s Gop growth slowed to an annual rate of 1.4% in | ME COMMODITY PRICE INDEX 
the fourth quarter, the smallest rise for 5'2 years. The year-on-year rate cooled to 3:5%. Britains | MMMM The future is finally looking | 
GDP growth also moderated to 2.4% in the year to the fourth quarter. The euro area’s unemploy- | bright for Australia’s wool farmers. World 

| ment rate remained at 8.7% in December, while Japan’s also held steady at 4.8%. demand for Australia’s wool is outstripping 
% change at annual rate The Economist poll industrial Retail sales Unemployment production for the second season running, 

| GDP GDP forecasts production (volume) %rate ____| and stocks are shrinking fast. The national 

| : 3mthst tyear 2000 2001 3mthst 1 year 1 year latest year ago stockpile, now under 500,000 bales, could 

| ata ene ar sitar ol Si ata et es 12 faltwonl zooo bales teendo June. 
Belgium _ +20 +3203 +39 +28 na - O02 No +61 oa 106 be 113 Stocks held by farmers and brokers are also 

| Britain +10 +24 Qa +30 +26 -26 +03 Nv +44 Dec S3 Not 59 | dropping, suggesting that supplies will be 

| Canada +48 +500 +49 +30 +12 +45 Nw +54 0c 68 de 68 | thelowestinadecadebytheendofthesea- 

| Denmark +20 +270 +26 + 2.1 na +26 Nw + 0.2 Oq 5.4 be 54 | son. In the 12 months to November 2000 

| france. Sc acca k A PA ae Oe = ee TO Australia exported 243,000 tonnes of wool 

| Germany +23 +28 939 r 3.1 +25 + 3.9 + 49 Nov + 0.5 Nov 9.2 Dec 10.2 to China—37% of its total wool exports. 

| Italy oo +24 + 25 OF +26 +22 +19 + 2.4 Now - 1.2 Nov 10.0 Oct 11.1 China has increased its import quota to 

| Japan a +10 +1493 + 18 + 1.6 + 10 + 35 Dec - 0.3 Nov 4.8 Dec 47 | 160,000 tonnes for the first half of this year 
Netherlands + 28 +3303 +239 + 3.1 -14 +22 Nw + 04 oct 2.6 De& 27 | i : : ` 
Spain +22 +3993 +40 +32 -05 +40 Nw na 13.7 Dee 151 The news has boosted prices, which are at 
Sweden +39 +40 Q3 +40 +34 na + 9.9 Nw 4 40 no 37 be 53 | the highest level for three years; prices for 
Switzerland +20 +3693 +34 +23 na +6907 è -33 no 19 Dec 25 | finer woolgradesareata ten-year high. | 
United States +14 + 35 Q¢ + 5.1 +23 SII + 34 De +42 Ny 400e Al | ag95=100 P | 
Euro area +28 +3403 +34 +29 + 5.4 + 44 Nov + 1.0 Oct 8.7 Dec 9.6 Jan 23rd Jan 30th* one ona d 
*Not seasonally adjusted. t Average of latest 3 months compared with average of previous 3 months, at annual rate. #Sep-Nov; claimant count rate 3.6% month year | 
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Dollar index 























































































































PRICES AND WAGES Japan’s consumer prices fell by 0.2% in the year to December—the sec- ~ om z wee So ae 
ond successive year of deflation. Heightened competitiveness in pricing at home and from oreo aa st Pawn BP IS 
abroad took its toll. Germany's inflation rate quickened to 2.4% in the year to January. Japan’s All Pe 67 +38 -58 
workers received at pay rise of 1.8% in the 12 months to December, a real rise of 2%. Nit 665 675 4 15 ORL 
% change at annual rate The Economist poll © Metals «82.3 826 + 5.5 7 42 
Consumer prices* consumer prices forecast Producer prices* __Wages/earnings Sterling index 
3mthst 1 year 2000 2001 3 mthst 1 year 3mthst 1year All items 78.8 785 +23 + 7.0 
Australia +12 +58 4 +46 +40 +10.2 +8494 +81 + 68 Q3 Food 776 761 .- 06 + 95 
Austria 4 28 + 2.6 Dec +21 + 1.6 +44 +44 de +19 + 2.2 Dec ; industrials 80.5 817 + 63 + 41 
Belgium +07 + 2.2 Jan +26 +21 +16.2 +100 Nv +37 +1604 Euro index i 
Britain +25 +29 Dec +24 +23 +16 +24 Dec +57 +44 Nov All items 103.0 1034 +24 + 19 
Canada 25+ 32 Dec +27 +24 +49 +35 De + 07 + 3.4 Nov Food 101.4 100.3 - 05 + 42 
Denmark = + 27 +24 Dec +29 + 2.3 +30 + 39 Dec +70 + 38 Q3 industrials 105.1 107.7 + 64 a 0.9 
France + 1.7 + 1.6 Dec +18 +16 +52 +47 De +46 +539 Yen index — 
Germany + 17 +24 Jan +19 +16 +53 + 5.1 Dec na + 1.8 Nov” All items 916 90.3 +18 + 47 
italy +29 +27 Dec +25 +21 +61 +62 De +19 +18 No Fod 301 gs ir TO 
Japan. + 0.7 ~ 02 De  - 07 - 04 - 0.1 + 4.1 Dec na + 1.8 Dec industrials 93.5 94.0 + 58 + 19 
Netherlands + 33 + 29 Dec +24 +31) +74 +76 De +30 +29 Nw Gold = 
Spain 434 +40 Dec +34 +29 +48 +50 De +32 +24 Q3 $ per oz 266.20 266.20 =- 16 - 59 
l Sweden.. ooeec + 1.4 Dec +130 + 17 + 6.7 +37 De -42 +29 oct Crude oil North Sea Brent rs 
| Switzerland +19 + 1.5 Dec +17 +15 +18 +22 De na +02 1999 © $ per barrel 26.49 2662 +50 + 04 
United States +27 + 34 Dec +33 +26 £35 + 36 Oe + 46 + 4:2 Dec West Texas intermediate K 
Euro area + 21 +26 Dec +23 +20 +77 + 63 Nw +12 +189% $ per barrel 29.51 2910 +67 +19 





* Provisional. | Non-food agriculturals. 





| 
| *Not seasonally adjusted t average of latest 3 months compared with average of previous 3 months, at annual rate 
| 
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E UNDERGROUND ECONOMY Criminal 
; and other unmeasured economic activity 
equalled 29% of Greece’s GDP in 1999, a big- 
ger slice of national output than any other 
OECD country, according to new estimates 
by Friedrich Schneider of the University of 
Linz. The shadow economy ranges from il- 
legal markets such as prostitution to the un- 
reported income of self-employed workers. 
Switzerland has the smallest underground 
economy, equal to only 8% of cpp. Such ac- 
tivities are by nature hard to measure, so 
comparisons of the same country over time 
may be more telling. The shadow econ- 
omy’s share of national output grew in ev- 
ery OECD country from 1989 to 1999. Rising 
tax and social security burdens, in addition 
to increased government regulation, seem 
to be crowding out the official economy. 
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Kuswali 












_interest rates % p.a. {Jan 34st 2001) 


MONEY AND INTEREST RATES America’s Federal Reserve cut its target for the federal funds 
rate by 50 basis points to 5.5%, the lowest rate for a year. In the year to December broad money- 
supply growth slowed again to 4.9% in the euro area. It stayed at 4.8% in Australia. 
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mson Bnancial Datastream Rates cannot be construed as banks’ offers. 











STOCKMARKETS WallStreet hardly moved after the Fed’s interest-rate cut on January jist; in- 
vestors had expected such a move for several weeks. The tech-heavy Nasdaq fell by nearly 3% 
during the week, while the broad sap 500 was virtually unchanged. 













































































































Market indices % change on 
nn 2000-01 “Sne one record Dec 31st 1999 
Jan 3tst iow week year high inlocal = in$ 
currency terms 
29200 + 14 +56 -12 +44 -124 
94 +5 + (02 -364 -78 -144 
-09 +64 -194 nI -175 
Britain (FTSE 100) 6,297. : 5.9946 +05 - OT  - 97 ~ 91 -176 
Canada (Toronto Composite) 3.3219 11,3888 81142 4 02°» 63 isi i8 3] 
De 998.8 1,0390 7551 03 +280 -39 +289 +193 
8 3528 +16 +01 -130 +02 - 70 
Germany (Xetra DAX) 8065.0 62007 +13 -53  -157 123 - 94 
italy (BC) 1,948.4 21823 16664 + 05 +62 1107 + 72-05 
ap i2 13,8436 20,8332 13,2011  - 04 J -269 -353 
opiy 7 2.5076 1,2301 - 03 245 ~ 33.2 
701.6 | : = 
962.6 1,1462 
5,094.3 6.9606 



























6.4 
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709 = 70 
g 2451 -319 -3i 
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R IMMIGRATION Since the late 1990s, im- 
migration has been rising in most orcp 
countries. This followed a sharp downturn 
from the start of the decade. The increase 
has been particularly marked in Britain, 
partly because of a sharp rise in the number 
of asylum seekers. America continues to be 
the most popular destination, followed by 
Germany and then Britain. But when in- 
flows are related to the size of the host 
population, smaller countries like Luxem- 
bourg and Switzerland lead the ranking. 
Among large countries, Germany is the 
most popular destination. The OECD ex- 
pects that immigration will increase in Eu- 
rope if the economic recovery lasts. Al- 
though family-linked immigration 


continues to dominate, the number of 
workers migrating to find jobs is rising. 
























































re i reNt account’ 2. 5. 
Sbn The Economist poli 
latest 12 mths % of GDP, forecast 





2000 2001 








Exchange rate ___ Currency units ~ Budget 
trade-weighted* per per per per balance 
Jan 31st year ago £ euro ¥100  % of GDP 
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M BANKERS Three countries—China, Rus- 
sia and India—together employ almost half 
of the 550,000 employees of the world’s 173 
central banks, according to an annual sur- 
vey by Morgan Stanley. Relative to popula- 
tion, however, the Russian central bankisin 
a class of its own. Judged by this standard, 
members of the euro area run five of the 
seven biggest central banks on their own; 
| the area’s national central banks still em- 
| ployed more than 50,000 people last year, 
twice as many as America’s Federal Re- 
serve, though none of them actually run 
monetary policy. Some central banks are 
getting slimmer, though: last year Sweden’s 
Riksbank cut its workforce by 31%; the Ca- 
nadian and South African central banks 
each shed 15% of their staff. 














ICATORS 


ECONOMY Poland’s cpp grew by 4.1% in 2000—the same as in 1999 and less than expected. 
Output in the fourth quarter was 2.2% higher than in the same period a year earlier. South Ko- 
| 
| 








rea’s industrial output fell by 2:7% in December; year-on-year growth slowed to 4.7%. After be- 
ing down 1.7% in the year to November, Thailand’s output rose 1.5% in the year to December. 












































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP Industrial | Consumer ~~ Trade Current “Latest Year ago 
production. prices balance account 
China + 7404 +10.4 Dec + 1.5 Dec +24.1 Dec +15.7 1999 163.9 Nov 156.8 
Hong Kong +10.4 93 -01 %3 - 18 Dec ~10.9 De + 9.2 93 107.5 bec 96.3 
india +720 + 27Nv + 27 Nw -90Nw ~ 5603 37.3 ve 327 
Indonesia +5103 438408 + 94 de +286Nv + 6201 29.0 nw 26.3 
Malaysia + 7.7.93 +11.1 Now + 1.4 Dec +16.8 Nov +11.3 Q2 29.6 Nov 29.8 
Philippines + 48 Q3 +36.6 Nov + 6.6 Dec + 5.7 Nov + 9.1 Aug 12.5 oct 12.8 
Singapore +10.5 Q4 +17.1 Nv + 20 No + 4.0 now +216 93 775 Now 743 
South Korea + 9203 + 47 de + 4.2 Jan +129 an +117 Now 96.2 dx 740 
Taiwan + 6.6 93 -2.1 Dec + 17 Dec + 8.4 dec + 7.5 33 108.2 Nov 103.5 
Thailand + 2.6 93 + 15 de + 4.3 Jan + 5.6 Dec + 9.2 Dec 31.7 Nov 32.1 
Argentina nil 93 - 34 de - 0.7 dec + 0.6 Nw ~10.5 93 22.4 Nov 24.5 
Brazil + 4.5 Q3 + 49 Nov oto 5:3 Dec ~ 0.2 dec ~24.6 Dec 32.5 Nov 42.2 
Chile +580 -38be + 45 dc +1500 - 07.93 “44.2 Nov 144 
Colombia + 3.1.93 +11.2 Nov + 8.8 Dec + 2.3 Nv + 0.1 Q 8.1 Dec 76 
Mexico + 7.1 Q3 + 46 Nw + 9.0 dec ~ 8.0 dec ~16.4 93 "34.7 Nov 31.7 
Peru + 0.1 Nw + O.9 Now + 3.7 Dec =~ 04 now - 16 03 8.6 Oct 9.0 
Venezuela + 3.3.93 na + 13.4 dec +14.4 iui +11.8 @3 14.3 oct 11.8 
Egypt + 6.5 2009 + 9.4 2000 + 2.504 -108% - 0.9 93 13.3 sep 159 
israel +7303 + 60 Now nil pee = 6.9 Dec ~ 0.7 Q3 23.1 ve 226 
South Africa + 4593 + 3.6 Nov + 7,0 Dec + 3.2 Dee -~ 07 %3 6.1 oct 5.9 
Turkey + 74 93 +10.5 Nov + 39.0 De -27.4 Nov - 9.2 0a 18.8 Nov 22.7 
Czech Republic + 2.2 93 + 4.3 Nw + 40 Dec 7 33 de -193% 13.1 Dec 12.9 
Hungary + 46 %3 +13.4 Nv + 10.1 Dec 2 22 Nov - 0.6 Nov 10.8 Nov 10.9 
Poland + 2.2 Q4 - 2.2 de + 8.5 Dec -11.7 Nov ite Oct 24.6 Nov 24.5 
Russia + 7.9 Q4 + 2.5 Dec + 20.2 Dec +59.8 Nov +43.8 93 24.0 Nov 7.6 


*Excluding gold, except Singapore; IMF definition.*1999. Year ending June. **New series 





FINANCIAL MARKETS The Bogota stockmarket gained 7.5%, as strike talks reopened at Ba- 
varia, a heavyweight in the index. Share prices in Cairo and Singapore both rose by 4.0%. 
China’s stockmarket, closed since January 19th for new year holidays, will reopen on February 
sth. Emerging-market currencies were generally stronger against the dollar. 





































































































































































































Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term Jan 31st Dec 31st 1999 
Jan 31st yearago Jan 31st % p.a. one “in local “ins 
week currency terms 
China 8.28 8.28 12.1 5.40 2,185.2" nii + 505 + 505 
Hong Kong 7.80 7.78 114 16,1024 +04 = 51 = 54 
India 46.4 43.6 67.8 4,326.7 ni -= 136 - 189 
indonesia 9,450 7.590 13,812 425.6 tart s 371 — 53.4 
Malaysia 3.80 3.80 5.55 727.7 +23 - 104 - 104 
Philippines 48.9 40.7 71.5 1,687.0 +13 - 243 - 352 
Singapore 1.74 170 255 1,991.3 +40 - 197 - 233 
South Korea 1257 1131 1,837 617.9 -15 - 399 -458 
Taiwan 32.4 30.7 47.3 5,936.2 +15 - 297 - 320 |e 
Thailand 425 376 62.1 332.8 22 - 30.9 ~ 389 
Argentina 1.00 1.00 1.46 783 532.8 ni - 29 - 29 
Brazil 1.97 1.79 2.89 1515 17,6728 -06 + 34 - 6l- 
Chie 562 517 821 434* 5,103.6 nl - 12 - 69 
Colombia 2,242 1,964 3,277 13.39 783.0 +75 - 215 = 344 
Mexico 9.68 9.57 14.1 17.82 6,496.9 +29 - 89 -107 
Peru 3.53 3.47 52 1038 1,280.6 -06  - 302 - 306 
Venezuela 700 657 1,023 11.92 7,9037 -35 + 459 + 352 
Egypt 3.87 3.43 5.66 9.09 7,648.9 +40 - 43 ~ 481 
israel 4.14 4.06 6.05 5.93 456 -18 - 85 - 81 
South Africa 7.76 6.29 113 10.45 90718 +27 + 62 - 158 
Turkey 676,760 561,215 989,152 37.00 10,6851 ENB  - 297 - 437 
Czech Republic 37.4 36.8 54.6 5 32 501.8 ~13. + 25 = 15 
Hungary 285 263 417 11.29 8,145.8 aia s 26 = 178 
Poland 4.09 4.24 5.98 18.86 17,6029 +18 #- 27 - 15 
Russia 28.5 28.7 416 25.00 173.57 -05 + 09 - 24 





*Inflation-adjusted. fin dollar terms. tan 19th. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan 
Chase; Hong Kong Monetary Authority; Centre for Monitoring indian Economy; FIEL, EFG—Hermes; Bank Leumi Le—lsrael; Standard Bank Group; Garanti 
Bank; Deutsche Bank; Russian Economic Trends. 
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Reform schools 


Sir—Understandably, you ques- 
tion whether George Bush has the 
courage of his convictions on 
education reform (“Education be- 
trayed”, January 27th). However, 
it is too early to dismiss Mr Bush’s 
approach as feckless. He has 
called for a range of corrective ac- 
tions against laggard schools, in- 
cluding their conversion into 
public charter schools run by 
education entrepreneurs. And 
though he may not use the v- 


~- word, vouchers in effect remain 


in his plan. Against the voucher 
naysayers, Mr Bush could build 
an effective coalition with inner- 
city parents and black leaders like 
Andrew Young, a former UN am- 
bassador, who realise that free- 
dom of choice is the civil-rights 
issue of the 21st century. 

Arlington, ROBERT HOLLAND 
Virginia Lexington Institute 


Smr—George Bush asserts that 
education is his first priority. An 
encouraging sign. He should start 
with his own immediately. 

Boston Matt SIMON 
peen riii PAOR aoe s 





In the pipeline 


Sir—Your article on ambitious 
natural-gas pipeline plans in 
South-East Asia (“Pipe dreams”, 
January 2oth) neglects to mention 
what an absurd, tragic failure the 
Yadana pipeline from Myanmar 
to Thailand has been. Forced 
through by Myanmar’s junta, and 
Total and Unocal, this project has 
actually raised the price of elec- 


LETTERS 









tricity for Thai consumers, and 
caused environmental damage on 
both sides of the border. Court 
documents tell of forced reloca- 
tion of indigenous people and 
their use as slaves in operations to 
secure the pipeline’s route. Oil 
companies should think twice 
before playing “join the dots” be- 
tween Asia’s rainforests and war 


EDITH MIRANTE 
tits : z 





Toeing the timber line 


Sir—Your article on the Malay- 
sian logging industry is amusing 
(“Good fellers”, January 27th). 
First, it states all the sins that we 
practice: over-logging, greed, re- 
fusal to adopt international stan- 
dards on managing forests, vi- 
olation of the rights of indigenous 
peoples, corruption, etc. Then, in 
cloak and dagger style, it “reveals” 
that the country now wants to 
adopt the Forest Stewardship 
Councils green standards be- 
cause Malaysia’s prime minister 
(“ever a proud opponent of west- 
ern values”) “may have realised at 
last that being green pays well.” 
Consumers in the West “will pay 
as much as 50% more for certified 
stuff.” Certification to fsc, just for 
money, plenty of money. 
Contrary to what you say, 
there are no fsc “standards”. The 
Fsc promotes principles which 
need to be translated into aspects 
of economic, social and environ- 
mental performance in the way 
forests are managed, adapted or 
modified as appropriate to each 
country’s circumstances. And 
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they are certainly not “western 
values”. What western values can 
we look up to in Europe's decay- 
ing ecosystem? The World Wide 


Fund for Nature is quoted as stat- 
ing that “less than 2% of Europe’s 


forests are left in their original 

state” What is left “is under 

threat from axe, fire, pollution 

and urban:sprawl, and little is be- 
ing done about it.” 

Aim! LEE ABDULLAH 

Malaysian Timber 

Council 

AeA | 


Kuala Lumpur 





Unhappy partners 


Sir—Your article on biotechnol- 
ogy alliances talks of them as a re- 
newed proliferation of partner- 
ships in drug discovery (“Rites of 
passage”, January 2oth). This 
trend, however, is somewhat cu- 
rious given the high reported rates 
of failure for these types of ven- 
tures. Failure rates have been esti- 
mated, even recently, at 40% by 
PricewaterhouseCoopers, at 50% 
by McKinsey and at well over 
60% by Andersen Consulting. 

This poses a legitimate ques- 
tion. If the chances of failure are 
higher than those of succeeding, 
why is time and effort still in- 
vested in biotechnology partner- 
ships? And, given that such alli- 
ances are designed and managed 
by very capable scientists, why 
are they not better at so simple 
and natural a task as co-operat- 
ing? Or, to invoke the American 
question, “If we’re so smart, why 
aren’t we rich?” 


Paris MARK DE ROND 


Freedom of speech 
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become the lingua franca. O1 
casualness with the langua 
should not be a surprise. 

Singapore CAMPBELL Lı 


Sir—You are absolutely right th 
there has been a general decli 
in our proficiency in English 
Hong Kong, but you have not n 
ticed the root cause. We are w 
learning dignity, compassion, p: 
tience, manners, endurant 
adaptability, a sense of respo! 
sibility and much more. It is w 
fair to tie the drop in “civility” 
the handover to China; the trer 
was clear even when Hong Koi 
was under British rule. Doti) 
parents and an irresponsible ed: 
cation system which covers not! 
ing but techniques for taking e 
ams are more to blame. 

Hong Kong WILLIAM Kwa 





Practical philosophy 


Sir—One of the greatest pleasur 
in my life was staying up wi 
Willard Quine (Obituary, Janua 
13th) late into the night while | 
drew deep conclusions from t! 
observation that “snow is whit 
But I am surprised to read th 
“Mr Quine has no importa 
theorem to his name.” 

While he was a student at Ha 
vard he wondered if there was : 
algorithm that could simplify lo 
ical expressions. His solution 
this puzzle sat on the shelf f 
many decades, until very-larg 
scale integration circuits can 
along. What is now known as t 
Quine-McCluskey minimisatic 
algorithm became an essential « 
ement of the electrical enginee 
toolbox for minimising transist 
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with a variety of languages, in- 
cluding dialects of various ethnic 


Gore would not have helped hi 
(“Al, it wasn’t your fault”, Janua 
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groups. Since the 1970s English has 


27th). You state that it is appare 
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international 


Monetary Fund 





For its headquarters in Washington, D.C. (USA), 
the International Monetary Fund (IMF) is seeking: 


Chief of the Arabic 
Translation Section 


The section provides translation and translation-related 
services in the following languages: 


Source languages: English, Arabic, and French 
Target languages: Arabic and English 

Requirements: 
Arabic as a native language and a high level of written 
and spoken proficiency in English. Excellent knowledge 
“of French. Working knowledge of other languages 


highly desirable. Advanced university degree in lan- 
guages and/or an economics-related field, or law. 


Substantial proven experience in translating and revis- 
ing documents dealing with economic, monetary, and 
financial issues. Interest in terminology development 
and linguistic research. Several years of successful 
experience in management and supervision of a lan- 
guage unit. Experience working in a technologically- 
advanced environment, using networked stations for 
translation, revision, budget preparation, and related 
administrative functions. 

Candidates will be requested to take a written exami- 
nation and participate in a panel interview. 

interested candidates should send their resume, by 
March 12, 2001, preferably by fax or e-mail. Please 
send only one copy, making explicit reference to 
vacancy R00101B. 





Experienced Economists 
and Other Professionals 


Experienced Economists with a graduate degree in 
macroeconomics or a related field together with at 
least three years of policy-related work experience are 
invited to apply. Work experience is typically gained at 
a Central Bank, economics-related government depart- 
ment, research, statistical, financial sector institution 
or university. 
Positions involve mainly economic analysis and 

country surveillance and require strong analytical skills, 
particularly in macroeconomic theory and policy, and 
good written and oral skills in English. Positions for 
experienced translators/interpreters, research assis- 
tants, Information Technology (IT) specialists and 
accountants/auditors are also available at IMF head- 
quarters. Candidates with Masters degrees and at least 
five years of experience in the above professions are 
invited to apply. 


Short4isted candidates will be interviewed by Fund 
representatives in the Middle East region during 
March/April 2001. 


Please fax or e-mail your resume in English or com- 
plete an IMF application. Application forms can be 
downloaded from the IMF Web site or you can apply 
on-line. Please include your personal e-mail address 
and/or telephone/fax number, and refer explicitly to 
vacancy R01220B. Applications should reach the IMF 
no later than February 28, 2001. 





international Monetary Fund 
Recruitment Division, IS9-100 - 700 19th Street, N.W. - Washington, D.C. 20431 - USA 
Fax: +1 202 623-7333 « E-mail: recruit@imf.org 


Further details about the role and function 
of the IMF are provided on its Web site: 


http://www.imf.org 
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that if Mr Clinton’s appearance 
on the campaign trail had driven 
his overall ratings down by a 
point or two, Mr Gore would 
have lost by a landslide. But, what 
if your assumption that his ap- 
pearance would have lowered his 
ratings is false? 

After the election Mr Clinton 
broke his silence and began trum- 
peting the successes of his admin- 
istration. His popularity ratings 
rose. Seeing the cluster of states 
between 55% and 57% it is clear 
that if Mr Gore had ridden on Mr 
Clinton’s coat-tails so that people 
in states with a 55% rating voted 
for him then he would have won 
by a landslide. Similarly, even if 
Mr Clinton did not campaign, 
had Mr Gore more closely aligned 
himself with the Clinton admin- 
istration he might have taken ad- 
vantage of Mr Clinton’s popular- 
ity and obtained extra votes. I 
read the chart to demonstrate that 
Mr Gore should have taken all the 
states where Mr Clinton’s popu- 
larity rating was 50% or higher. 
This would have led to an enor- 
mous victory. Any state, such as 
Tennessee or Arkansas, with a 
rating over 50% was Mr Gore's to 
lose. And he did—big time. 
Tiburon, 





California ROBERT WILSON 
7 on asias m 

Thai Rak Thai reply 

Sıir—Your leader on Thaksin 


Shinawatra, prime minister-elect 
of Thailand, was curiously inac- 
curate (“Tycoon or Thai con”, Jan- 
uary 13th ). You say that “the big- 
gest worry about Mr Thaksin and 
his party is that he shows no sign 
of the commitment to political re- 
form that was the hallmark of 
Chuan [Leekpai]’, his predeces- 
sor. This is nonsense. Tell any Thai 
that Mr Chuan stood for what 
you call “reformist zeal” and they 
will laugh. The lack of reform un- 
der Mr Chuan was one of the key 
reasons that voters rejected him. 
By contrast, Mr Thaksin’s Thai 
Rak Thai party was the first party 
ever in Thailand to run on a plat- 
form of reform policies, which in 
large measure explains why he 
won so resoundingly. 

You cite as an example of Mr 
Chuan’s commitment to reform 
that he established anti-corrup- 
tion and electoral commissions. 
Both of these were mandated by 
Thailand’s new constitution, not 
initiated by the Chuan govern- 
ment which was constitutionally 
obliged to pass them. 

The article states, “Thaksin has 


shown no such zeal for clean pol- 
itics”, claiming. he “snubbed” the 
corruption commission- investi- 
gating his affairs and then “re- 
jected its findings.” The National 
Counter Corruption Commision 
(ccc) functions like a grand 
jury. All its findings are subject to 
confirmation by the constitu- 
tional court. The nccc investi- 
gated allegations that Mr Thaksin 
concealed assets in a statement 
filed when he was deputy prime 
minister in 1997. Mr Thaksin sub- 
mitted reams of evidence to the 
commission and appeared before 
it to answer questions once its 
members had examined the per- 
tinent files. The assets in question 
amount to 3% of Mr Thaksin’s net 
wealth, which he had no need 
nor intention to conceal. There are 
many questionable aspects to the 
nccc finding against Mr Thaksin 
and he is confident that he will be 
vindicated when the case appears 
before the full court. 

It is also wrong to suggest that 
under Mr Thaksin “Thailand may 
be about to swing in [an] anti- 
western direction.” Mr Thaksin, 
along with many around the 
world, including the World Bank, 
does not agree with all prescrip- 
tions of the mr. To infer from 
that that he is anti-western is un- 
justified. Thailand has always 
been open to the West and under 
Mr Thaksin will remain so. The ti- 
tle of the article may have been 
an amusing pun but the content 
was seriously lopsided. It is pre- 
cisely because Mr Thaksin pro- 
poses long-needed reform that he 
and his party won a mandate un- 
precedented in Thai politics. 
SURANAND VEJJAJIVA 

Spokesman 
Thai Rak Thai 


Bangkok 





Net regulation 


Sir—You perpetuate the myth 
that “the reason the worldwide 
network became such an innova- 
tive force at all was a healthy mix 
of self-regulation and no regula- 
tion” (“Stop signs on the web”, 
January 13th). Not having to ask 
anyone’s approval to build on the 
Internet has surely contributed to 
its being a platform for profound 
innovation. However, this has 
had less to do with regulatory re- 
straint than Internet architecture, 
which implicitly embraces a key 
regulatory concept: it does not 
discriminate among networks or 
users. This feature, a product of 
the non-commercial culture 
which prevailed among the In- 


‘ternet’s original designers, is both 


a strength and a weakness. It is 
now at risk of being compro- 
mised in many ways. As you re- 
cognise, “the demands of e-com- 
merce, rather than governments, 
are driving improvements” to the 
Internet’s.architecture. 

While these changes are nei- 
ther inherently good nor bad, 
they should be considered issues 
of global. public policy given the 
importance of the Internet to 
global communications. Public 
regulation may, in some cases, be 
needed to translate implicit de- 
sign principles into enforceable 
Internet policy. The approach of 
America’s Federal Communica- 
tions Commission to instant mes- 
saging is an example of just this 
kind of process. Portraying In- 
temet policy as a “struggle be- 
tween freedom and state control” 
ignores the reality that state ac- 
tion is often what guarantees 
freedom. That is no less true in 









grammar schools should be sig 
nificantly better than the rest o 
Britain too, but this is not the case 
You do not consider this and. ye 
you recommend selection as th 
course to follow. 

Spending per pupil in bot 
Northern Ireland and Scotland i 
higher than in England. Couk 
this have an effect on perfor 
mance? You do not seem to be ad 
vocating levelling the. spendin 
between different parts of Britair 
The side-effects of Northern. Ire 
land’s religious segregation ma’ 
be increased competitiveness be 
tween schools and increased dis 
cipline within schools. Why ne 
advocate that all of Britain shoul 
move towards religious segrega 
tion? Northern Ireland has 
lower income per head than th 
rest of Britain, which could en 
courage people to study to im 
prove their position. You do nc 
recommend lowering incomes i 
the rest of Britain. 








cyberspace than in the real world. Pinner, 

Toronto Craig McTaGcart Middlesex J.C. Bor 
arai EENEN NE ll ea oct EE tte 

The educational divide Rights of the hunter 


Sir—When I left Northern Ireland 
30 years ago, a divided educa- 
tional system was one of my rea- 
sons for going (“Selecting for the 
best”, January 20th), With this 
system still in place it is little 
wonder that each new generation 
remains at best suspicious of and 
at worst openly hostile to the 
other community. 

Although laudable, slightly 
better exam results than those in 
England pall into insignificance 
beside an outmoded and divisive 
education system, which succes- 
sive governments have not dared 
to disturb. To describe it as “more 
socially inclusive than that in the 
rest of the United Kingdom” is 
beyond belief. Northern Ireland’s 
education system is still mired 
with the deepest of divisions. 
Jakarta Victor HOBCROFT 


Sir—Your espousal of grammar 
schools, and citing of Northern 
Ireland as proof of their effective- 
ness, is a classic example of con- 
fusing correlation with cause. You 
concentrate on one variable that 
suits your prejudices and do not 
examine whether other differ- 
ences between Northern Ireland 
and the rest of Britain might be 
the cause of improved perfor- 
mance. If grammar schools were 
as useful. as you suggest then 
other areas of Britain that retain 


Sir—Bagehot (January 20th) fall 
firmly into the pro-hunting cam 
on a pretext that “the line must b 
drawn somewhere.” Quite right- 
except that his line is arbitrar 
and short-sighted. Bagehot cite 
bear-baiting, foxhunting, shoo! 
ing and fishing, laboratory testin 
and rearing for slaughter as ani 
mal-rights issues. These actuall 
fall into two categories: thos 
which are sports and those whe! 
the deaths of animals are ur 
happy and unpleasant conse 
quences of human welfare wher 
(one hopes) no pleasure is a 
tached to killing. 

Bagehot maintains that tk 
welfare of the fox is the primar 
driver behind the debate. How 
ever, I would urge him not to di: 
miss the “spiritual welfare of tł 
hunter” so readily. For that whic 
is deemed a civil liberty change 
Our past is littered with example 
of the liberties of a less enligh 
ened age. Any form of gov 
ernance, through __legislatioi 
shackles our freedom of action 1 
a greater or lesser extent. The cor 
sciousness that facilitates any so 
of code of ethics is what di: 
tinguishes us from the fox and h 
brethren. The dynamic evolutio 
of this code is at least as impo 
tant as any other form of prc 
gress; it must continue. 

London DAVID EDwart 
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-If you like the unconventional, 
you will like us. 


£ Industry Leading 
Thames Valley 


Not long ago, there was no such thing as Hutchison 36. But in just a few months, we have secured 
ourselves a third generation licence, made breathtaking progress building a company from scratch, 
and recruited some of the most influential and talented people in the industry. 

Now, we are poised to become one of the most renowned third generation mobile communications 
companies in the world. These are unique opportunities to share in the excitement of actually creating 
a company set to achieve global success. Opportunities for you to build and grow your own role with 
an exceptional degree of autonomy, in an environment that's already acknowledged as one of the 
most dynamic, creative, fast moving and fast changing in the business. The very essence. of our 
success is built on constant change and innovation ~ and a total commitment to anticipating 
consumers’ needs, meeting them - and exceeding them. And we are growing so fast, the potential 
for you is quite literally unlimited. 


Strategists 

Exceptionally autonomous roles working with high-profile departments like Marketing and Product 
Development, to analyse how our products will affect the consumer. You'll generate briefs, develop 
projects, and see them through to conclusion. You'll need 3-5 years’ strategy experience, preferably 
in a leading strategy consultancy. Experience in the following areas: media, fmeg, retail, 
communications, travel and leisure or other consumer area will be a distinct advantage, although 
candidates with strong strategic experience from industry will also be considered. You'll be an 
articulate team player who's equally happy working on you own initiative and creating your own 
role: You'll be right at the heart of building Hutchison 3G into an household name — so the drive and 
flexibility to work in an environment of perpetual change will be imperative. Ideally, you will hold a first 
class degree (2:1) in a relevant discipline. 


Strategic Analysts 

As a key member of our analyst team, working alongside our Product Development teams, you'll 
analyse market development and how the marketplace might develop in the future. Your role will 
be key to the development of new products, and to satisfying actual and future consumer demand. 
With up to 2 years" experience in an analyst role — investigating corporate competitiveness, you'll 
be looking for the ultimate new challenge. You'll bring to Hutchison 3G-a young, forward thinking 
approach, great teamwork skills and the ability to thrive and progress in- an environment of constant 
change and innovation. SAP and SPSS experience will be essential. 

Be right at the heart of the company that is redefining the meaning of 3rd generation. Be part of our 
incomparably dynamic success. Play a key role in one of the most exciting companies In the most 
exciting industry in the world. 

Because, for once, we really can say we're out to change-the world. 

To apply please send your CV to careers@hutchison3G.com 

Fax: 01442 240634. 


Hutchison 3G (ti) 
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EXECUTIVE FOCUS 


Chair of Urban Management 


Centre for Developing Cities, University of Canberra 








Centre for Developing Cities ‘ee Oe epee a Bes pe : 

The Centre for Developing Cities provides postgraduate education, The appointee will be expected to build the profile of the Centre, and its 

research and consultancy in urban management. Its cross-sectoral and programs in Urban Management, both within Australia and 

multidisciplinary approach equips graduates to deal with the changing internationally. He or she will have both experience in and a strong 

role of the public and private sectors in the building of more sustainable commitment to achieving quality urban economic, social and 

and equitable cities. environmental development, in both developed and less developed 
countries. The appointee will also demonstrate an excellent 

Expressions of interest are sought from people who will bring: understanding of the roles of the public and private sectors and 


e international experience in urban management, both applied and academic; communities in urban management. 

* commitment to excellence in education and training; 

e demonstrated capacity to lead a research program; 

e an entrepreneurial spirit to enable the Centre to grow its services in a 
competitive environment, demonstrated through the development of 
long term relationships and contracts; and 

* recognised standing among international agencies and with national 


governments in the likely client nations. Applications close 9 March 2001. Ey 


The Chair is financially supported by the Australian Capital Territory 
Government, Department of Urban Services. The appointment is for five 
years with a salary commensurate with the strategic importance of this 
position. The Chair will sit on a Ministerial Advisory Committee and 
develop relationships with the Department on urban management issues. 


TMPW.R98908 








U 





URBAN Division of Science and Design k ities.canberra.edu.au to learn more. $ n documentation and information 
SERVICES University of Canberra n how to apply is available from UL p berra.edu.au.job by C] 
Australia calling +61 (02) 6201 2607 (24 hours). Applicants should quote job reference no. 01/2006 = 


Social Policy and Development Centre 
Karachi - Pakistan 
(An Equal Opportunity Employer) 


Job Opportunity: Managing Director 


The Social Policy and Development Centre (SPDC) has since its establishment in 1995 built a reputation as an independent think tank engaged in 
policy research and analysis in Pakistan. Its aims are to promote analysis and understanding of key issues in public finance, governance, institutional 
reform and social sector service delivery, and to conduct and disseminate research. It is currently funded through a mix of grants and sponsored 
research by government, bilateral and multi-lateral funding and development agencies. 


A new Managing Director is sought initially for a period of two years to head the Centre. He/she will report to the Board of Directors and will 
recommend strategies and priorities to the Board and provide leadership. He/she will be responsible for leading, guiding and coordinating 
research and public policy analysis with a view to advising governments, donors, non-government and private organisations in improving social 
sector service delivery. Additionally, he/she will be responsible for administration and for obtaining and negotiating grants, endowment funds and 
sponsored research. 


To fulfil this demanding task, the person sought should be a strong and charismatic leader with intellectual strength and credibility with an in-depth 
knowledge of public institutions and awareness of issues in institutional delivery of social services, particularly in developing countries. He/she 
should also have a proven record of being able to attract grants, endowments and sponsored research. The candidate should preferably have a Ph.D 
in Economics or other Social Sciences with at least fifteen years experience of teaching or research and policy analysis of which five years should, 
preferably, have been gained with government agencies: A track record of publications in refereed professional journals would be an added 
advantage. Senior management experience and accountability are required, and this should include successfully managing change. International 
experience (and/or knowledge) is also important, combined with the commercial acumen to contribute towards the financial viability of the Centre. 
The salary and benefits are competitive and are inflation indexed. 


Applications should submit a narrative of suitability for the position, a full curriculum vitae and the names and addresses of the three confidential 
referees to the Company Secretary, Social Policy and Development Centre, 15 Maqbool Co-operative Housing Society, Block 7&8, Karachi 75350, 
Pakistan. Latest by 28" February, 2001. All applications will be treated in the strictest confidence. 


Email: zhispdc@khi.comsats.net.pk 
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clients’ language? 


SERVICE OPERATIONS 


Have you got what it takes to make an impact within 
our European Service Operations Practice —an 
exciting initiative that is addressing the key service 
issues facing organizations today? 


As a consultant with McKinsey & Company, a global 
top management consultancy, you will advise the 
senior management of some -of the world’s leading 
service companies in the retail, financials, utility, travel 
high tech or telecoms industries. You will develop 
ideas and provide high impact solutions that will 
achieve significant and sustainable improvements in 
their customer satisfaction, cost and asset 
performance, whilst expanding our knowledge base. 


This challenging role requires an individual who can 
combine outstanding service operations experience 


CONSULTANTS 


and knowledge with a strong academic record from 
a leading university or school. 


Ifyou want to build on your current expertise, MeKinsey 
will offer you the opportunity to broaden your skills and 
the freedom to shape your own career in any of our 
European offices 


In return, we offer an attractive salary package and 
excellent benefits. To apply, please send your CV 
(including full academic record and details of 
present remuneration) to the Recruiting Coordinator: 
Ania Stein, McKinsey & Company, 

79 avenue des Champs-Elysées, 75008 Paris or 
email: pa-ce_serviceops@@mckinsey.com 


www.mckinsey.com 


McKinsey&Company 
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Six figure base 
+ bonus + benefits 


The Economist Group 


Central London 


Group Financial Controller 


Exceptional opportunity to join The Economist Group as a member of the senior management team. Stretching remit supporting 
the Group Finance Director in delivering a robust and proactive financial management and control service as the Group seeks to 
capitalise on its market-leading position. A high visibility role with potential for further progression in the medium term. 


THE ROLE 

™@ Reporting to the Group FD, responsible for all financial 
management reporting and control internationally and 
delivering an effective and efficient shared services centre. 
Provide strong leadership and mentoring to a highly 
focused team. 


Drive the planning and budgeting cycle within this complex 
global business and pre-empt issues through strong 
alignment with the businesses. Proactively provide a timely 
and comprehensive financial service to the Group and its 
Board. 


Conduct a broad range of ad hoc projects, including the 
evaluation of potential new value added revenue streams. 
Assume high profile role with the management team, 
auditors and other external advisers. 


THE QUALIFICATIONS 
a 


Ambitious and commercial graduate accountant. 
A minimum of ten years’ post-qualification experience 
gained in Head Office and operating company roles in an 
international service business with a recognised brand and 
strong consumer focus. 


Mature, robust and commercially minded with strong 
financial control and general management skills gained in 
a high performance culture. Proven experience in leading 
and motivating a team. 


First-class intellect and well rounded communication and 
interpersonal skills. Committed and energetic, straight 
forward but diplomatic and sensitive to others’ opinions. 
Highly credible with the management team. Potential to 
progress further. 


—_— 
Please reply with full details to: 

Selector Europe, Ref. JSS/30784-1/21, 

16 Connaught Place, 

London W2 2ED 


Tel: 020 7298 3333 
Fax: 020 7298 3388 
Email: SELondon@Selector.org 


Selector Europe 


Spencer Stuart 


fresh new challenges 


An opportunity for... 


Canada is investing in world-class researchers. 


If you are a top researcher in your field, here is an opportunity to 
advance your career among world-class colleagues and gain access to top 
graduate students and state-of-the-art research facilities. The Government 
of Canada is investing $900 million to support the establishment of 
2,000 Canada Research Chairs in Canadian universities by 2005. 


wy a 


Our plan is to maintain and augment the critical mass of researchers at 
Canadian universities in the natural sciences, engineering, health sciences, 
social sciences and humanities. 


Tier | Chairs have a seven-year renewable term and will be offered to 
researchers acknowledged to be leaders in their fields. Tier II Chairs are 
five-year Chairs, renewable once, which will be offered to researchers who 
are acknowledged to have the potential to lead in their field. Canada 
Research Chairs are open to Canadians as well as non-Canadians. 


For program information and links to Canadian universities, 
visit the Canada Research Chairs Web site at www.chairs.gc.ca. 


Canad 


CANADA RESEARCH CHAIRS 
CHAIRES DE RECHERCHE DU CANADA 
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The East-West Management Institute, Inc. (EWMI) is a not-for-profit foundation 
_ that promotes economic and legal reform in emerging markets. Under activities 
_ finded in part by USAID and other international donors, EWMI provides advice and 
technical services to governments and businesses in legal and regulatory reform, 
| privatization, enterprise restructuring, and financial sector development. EWMI is 
_. seeking candidates for the following positions: 







<- Director, Partners for Financial Stability Program (PFS): Senior financial sector 
specialist with experience managing USAID capital markets, banking. or pension 
| projects in CEE, to direct the PFS program based in Budapest, Hungary. The joint 
EWMI-USAID program supports regional financial sector development programs in 
Central and Eastern European (CEE) countries. Job code 01-30, 

























Commercial Law and Rule of Law Specialists: Senio 
law and rule of law experience to provide legal drafting 
projects in Albania, Bulgaria and Croatia. Job code 02-59. 


forneys with commercial 
sistance and training for 


Court Administrators: Court administrators with court administration and court 
automation experience are being sought for judicial reform projects in Albania and 
Bulgaria. Job code 03-59. 


Pension Reform Specialists: Specialists that have developed legal and regulatory 
frameworks for pension systems in Latin America and countries, and specialists 
“owith experience working in or developing funds in these countries are sought. Job 
code 04-25, 


_ Farm Enterprise and Agriculture Cooperative Specialists: EWMI recently 

completed a four-year collective farm privatization program in Moldova. We are 

Seeking farm enterprise and agriculture cooperative experts for a 3-year post- 
privatization project. Job code 05-40. 








“Small Medium Enterprise Specialists: Specialists with SME enterprise level 
consulting and finance experience for CEE projects. Job code 06-25 

Capital Markets Specialists: Specialists with experience with broker/dealers. 
|) Clearing/setlement and depositories, derivatives, ECNs, regulatory experience and 
project experience in CEE. Job code 07-25 


Candidates should have at least 10 years of experience and advanced degrees. EWMI 
ete candidates with USAID, emerging market, and Chief of Party experience. 
SUS., BU and third country nationals are encouraged to apply. E-mail c.v. to: 

jobs @ewmiorg and note the job code in the subject line of your e-mail. 


AGA KHAN FOUNDATION 


Programme Officer 
Enterprise and Employment 













The Aga Khan Foundation (AKF) is seeking an outstanding individual to develop 
a new programmatic thrust on job creation and micro and small enterprise 
development within the context of its rural development programmes. The 
Foundation promotes social development in low-income countries of 
South/Central Asia and Eastern Africa, by funding innovative projects in health, 
education, NGO enhancement and rural development. Current rural development 
projects combine effective community participation and social organisation with 
increasing agricultural productivity and sustainable management of natural 
resources. They are concentrated in remote rural areas. Some projects are 
beginning to build beyond the agricultural focus to emphasise employment and 
entrepreneurship, supported by micro-credit. 


AKF is seeking a creative and mature individual for this new initiative. Required 
qualifications include an advanced degree related to economics or business 
development with experience in rural. development programmes. At least five 
years field experience in Asia or Africa, ideally in an NGO context, would be 
preferable. The most vital requirement is to have a creative and broad-based 
approach to the identification, conceptualisation, integration and monitoring of 
innovative development initiatives, The Programme Officer must also be able to 
handle a variety of tasks simultaneously and meet rigorous writing deadlines. 
Effective expression in written and spoken English is essential. 


A detailed job description is available. The new post is part of the senior 
programme team at the head office in Geneva. It reports to the Prograrnme 

“Director for Rural Development. This is a long-term post, based in Geneva, 
requiring substantial international travel, mainly in remote areas. Remuneration 
is competitive and will depend on qualifications and experience. 


A full curriculum vitae and names of three referees should be addressed to 
the General Manager, Aga Khan Foundation, P.O. Box 2369, 1211 Geneva 
2, Switzerland or sent by e-mail to akfgva@akdn.ch. 


The closing date is March 15. 








OTHE ECONOMIST FEBRUARY 10TH 2001 


































PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION 
















Direct EQUITY INVESTMENT SPECIALISTS 


ATTRACTIVE TAX FREE PACKAGE 













Our client, a major Private Equity Fund covering selected countries in the 
Middle East, Africa and Asia, is seeking direct equity investment 
specialists to augment its existing team at its Middle East headquarters. 
The successful candidates will be responsible for identifying direct equity 
Opportunities, structuring and negotiating transactions, and monitoring 
and realising investments, 
Applicants, who must have an MBA or an equivalent qualification, 
should possess 5 to 10 years’ experience in direct equity investment. 
Experience of privatisations and investments in the energy, 
telecommunications or transportation sectors would be an advantage. 
Attractive tax-free salary and bonuses will be offered to the right candidate. 
To apply, please send full personal and career details to our advising 
consultants at PricewaterhouseCoopers, quoting reference 4104. Your 
application will be forwarded to this client only. Please indicate any 
companies to which your details should not be sent. 

Mary McGovern, PricewaterhouseCoopers, 

Executive Search & Selection, Plumtree Court, London EC4A 4HT, UK 
Email: mary.c.mcgovern@uk.pwcglobal.com Fax: +44 20 7213 5545 
Closing date: 26th February 2001. 

Visit our website at www.pweglobal.com/executive/uk 


























UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 


UNRWA, the largest United Nations programme in the Middle Fast, provides 
education, health care, relief assistance and social services to 3.8 million registered 
Palestine refugees in Jordan, Lebanon, the Syrian Arab Republic, the West Bank, and the 
Gaza Strip. UNRWA is seeking to employ a well qualified and experienced 


Chief UNRWA Liaison Office, New York, (P-5) 
Ref.: VN/M/04/2001 


Under the general supervision of the Commissioner General, the incumbent is 
responsible for the following: Representing the Agency and Liaising with Permanent 
Missions at UN Headquarters, Representing the A: 
Organizations in New York and Liaising with the Secr 
the Secretariat of other 2 





ncy vis a vis other UN 
of the UN as well as with 
ew York based International Organizations on matters of 
mutual concern; In coordination with Chief, External Relations Office and Chief, Public 
Information Office, acting as the Agency's Public Laformation Office representing 
tbe Agency with voluntary agencies in North America. QUALIFICATIONS; Advanced 
university degree in political science, public or business administration'or a related field. 
EXPERIENCE: At least ten years’ experience in political or administrative affairs in the 
service of a large organization, inchiding five years in a senior capacity and at least five 
years in, or in clase association with, a United Nations organization. E ent command 
of written and spoken English is critical, DESIRABLE: Knowledge of United Nations 
political, budgetary and administrative procedures; Experience in publie information 
work and dealing with the news media; Demonstrated ability in public speaking, 
UNRWA offers an attractive compensation package inchuling gross annual salary 
starting at $ 91,215 ($66,753 net tax free with dependents, $62,014 single) plus 
48.4 % post adjustment multiplier plus an attractive fringe benefits package. 
APPLICATIONS: The UN Personal History F 
{+972 8) 677 7694, or mailed to: Head, Recruitment Section, UNRWA HQ Gaza, PO 
Box 700, A-1400, Vienna, Austria, Resumes (CVs) can be emailed to: yorva- 
du@unrwaorg Please quote ref.# VN/M/04/2001, The deadline for receipt of 
applications is 17 February 2001. 

For more information, please refer to UNRWA website http: 
www.unrwa.org/. 






































my can be printed our and faxed to 
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@ United Nations Environment Programme 
Wad sated alt poly. ERARE EE 
PROGRAMME [ES NATIONS UNIES POLA CENVRONMEMENT > PROGRAMA OE LAB NACKINES UNIDAS PARA EL, MENO AMBIENTE 
UNEP POX PMA OPY AHAAA DE LETHEH RRA AIHA DO OPYENOUEA CPE 





GLOBAL ENVIRONMENT FACILITY COORDINATION OFFICE (GEF) 


(1) Scientific Coordinator, (L-6) NA-01-05 Geneva 

(2) Programme Officer (Asia/Pacific), {L-4} NA-01-03 Geneva 

(3) Programme Officer, (Latin America and the Caribbean), 
{L-4) NA-01-04 Geneva 

(4) Programme Officer (Africa), (L-4) NA-01-02 Nairobi 

(5) Programme Management Officer (Fund Management), 
{L-3} NA-O1-06 Geneva 


TITLE/ LEVEL/VACANCY 
ANNOUNCEMENT 
NUMBER/ 

DUTY STATION: 


DURATION OF PROJECT: Three and a half years 
DEADLINE FOR APPLICATIONS: 28 February 2001 


The United Nations Environment Programme (UNEP) is seeking to recruit a team of 5 
highly qualified and dedicated professionals for the implementation of a Biosafety Project 
financed by the Global Environment Facility aimed at assisting 100 eligible countries to 
prepare for the entry into force of the Cartagena Protocol on Biosafety, The project will 
entail providing assistance to governments to develop their National Biosafety Frameworks 
as well as promoting regional and sub-regional cooperation. 


The team, co-located between Nairobi and Geneva comprises a Scientific Coordinator at 
L-6 and three Programme Officers at L-4 for Africa, Asia/Pacific, and for Latin America and 
the Caribbean Regions and a Programme Management Officer (Fund Management) at L-3. 


An internationally competitive salary and benefits at standard UN rates will be offered. 


For more information visit the UNEP's web page at http\\www.unep.org 
or e-mail; gefinfo@unep.org, 


Interested applicants are requested to send detailed CV before 20 February 2001 to the 
Chief of Classification and Recruitment Section, Human Resources Management Services, 
United Nations Office at Nairobi (UNON), P 0 Box 67578, Nairobi, Kenya. Fax: (254) 2 
524212/624 


IN ALL CORRESPONDENCEANQUIRIES PLEASE QUOTE THE RELEVANT VACANCY 
ANNOUNCEMENT NUMBER. 


The International Food and Agribusiness Management Association, 
IAMA, is a Worldwide Educational Forum which brings industry 
leaders from all segments of the global food chain together with 
the teaching and research faculties of over 100 universities and 
government policy makers. Through an annual World Food and 
Agribusiness Forum, publications, and professional networks, 
IAMA fosters the discussion and examination of the critical ideas 
and technologies needed to create a highly productive and 
efficient food system that is responsive to the needs of consumers 
across the globe, To substantially expand its contribution to those 
goals, IAMA is seeking to fill the position of Executive Director 
(chief administrative officer), with the responsibility for directing 
all program and administrative activities of IAMA. 


Principal functions of the Executive Director include: 

. Engage the Board and membership in establishing and implementing policy; 

Ld Active pursuit of membership growth and fund-raising to support {AMA programs; 
. Develop and produce the annual [AMA global educational forum; 
. 


Expand the globai reach of IAMA through active networking with related organizations and 
businesses. 


Requirements/Qualifications: The Executive Director will bring significant experience (minimum 

of 10 years) at the senior executive level of industry, academia, or government, providing 

established networks and knowledge of the global agribusiness and food industry. 
Demonstrated excellence in teadership skills, knowledge, and experience working with 
business executives, university faculty, researchers, and government officials; 
Knowledge of the global food system and an appreciation for many different cultures; 
Ability to recruit new members and motivate current members in achieving IAMA goals; 
Strong positive approach to expanding corporate membership and sponsorships through 
demonstrating the value of a global professional, membership based organization; 


Compensation Package: $100,000 to $135,000 USD commensurate with experience plus health 
and retirement benefits. The IAMA Business Office is located at Texas A&M University, College 
Station, Texas, U.S.A, The Executive Director may choose to locate at this office or to work from 
another location, subject to the approval of the Board. 


Contact and Application: Application deadline is March 3, 2001. Interested individuals should 
send a letter of application (2 page) along with a résumé. The letter should state clearly the 
applicant's qualifications, and brief statement of philosophy or approach to the Executive 
Director's role of IAMA. The letter and résumé should be in MS Word or WordPerfect format and 
submitted electronically to the attention of Russell Garrett at iema@tamu.edu. 
<http//www.ifama.org> 
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UGANDA REVENUE 
AUTHORITY (URA) 


The Uganda Revenue Authority (URA), which was established In 
1991 by an Act of Parliament as an autonomous body to 
implement tax legislation to assess and collect revenue on behalf 
of Uganda Government, has job opportunities for four (4) Senior 
Management positions namely: 


1. The Commissioner-General: This ls the Chief Executive of the 
URA in charge of running the day to day activities of the 
Authority. He reports to a Board of Directors appointed by the 
Minister responsible for Finance. 


Commissioner for Customs & Excise (CCE): Reports to the 
Commissioner General of the Authority. He is responsible for 
managing the overall operations of the Customs & Excise 
Department. 


Two (2) Assistant Commissioners for Customs; One for the 
Eastern Region and One for Entebbe International Airport: 
They report to the Deputy Commissioner for Customs 
(Operations) 


For detailed information on job requirement in terms of the main 
functions, qualifications, experience, benefits and procedure for 
application, please check on the URA website: Ugrevenue.com 


The application deadline is 16th February, 2001. 


For any further inquiries, please use Tel No. 256-041-221648 
Kampala, Uganda during office hours or Fax No. 256-41-221778; 
Email: urard@afsat.com or uraprte@afsat.com 


Development A/ternatives, Inc. 


PROFESSIONAL OPPORTUNITIES 


DEVELOPMENT ALTERNATIVES, INC. (DAD, an international consulting firm specializing in 
public administration, governance and democracy, environment and natural resources, economics 
and policy analysis, finance and banking, information systems, agriculture and agribusiness, and 
enterprise. development, is recruiting for three full-time staff positions in its headquarters in the 
Washington DC area. 


Senior Development Specialists (2) in public sector reform and civil society development: to 
serve as senior staff members, managing and building DATs expanding practice in these two key 
areas. The incumbents will formulate marketing strategies, identify business opportunities, develop 
client relations, forge effective partnerships with local organizations, write competitive proposals, 
oversee recruitment for project technical staff, and provide technical backstopping and management 
oversight for existing projects. 


Key Qualifications: 

* M.A/M.S. degree minimum and a Ph.D. degree strongly preferred, in political science, 
economics, or related area, with a broad-based understanding of governance and democratic 
change in developing countries; 

Minimum of 12 years professional experience in the developing world, with increasing 
management responsibility, and knowledge of bilateral and multilateral donor projects and 
technical assistance contracting procedures, 

* Exceptional writing skills, with the proven ability to write quickly and persuasively on a variety 
of technical subjects and take the lead in developing proposals: and 

* Organizational/management skills, including financial and administrative oversight. 


Development Specialist (1): a mid-career individual to work with senior staff to oversee projects 
and develop business opportunities, Responsibilities include technical backstopping and 
administrative oversight of field projects; short-term technical assignments; recruiting candidates for 
technical assignments; developing marketing strategies and contributing to the development of 
technical proposals and budgets. 


Key Qualifications: 

+ M.AJM.S. degree minimum and a Ph.D. degree strongly preferred, in political science, 
economics, or related area, with broad-based understanding of public administration, public 
policy and democratic change in developing countries: : 

+ Minimum. of 7 years of experience in the developing world with increasing management 
responsibility in the fields of public administration, policy reform, civil society development, 
preferably with an international development consulting firm, 

+ Strong writing, research, quantitative and interpersonal and inter-cultural skills, and 

* Strong management potential, including financial and administrative oversight, 


Interested candidates should send resume and cover letter to: DAI, 7250 Woodmont Avenue, Suite 
200, Bethesda, MD 20814, ATTN: Recruit_GPSM or fax 301-718-7968 or email 
recruit_gpsm@dai.com (No telephone inquiries.) Deadline for submission of applications: 
Friday, February 23, 2001. 
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New Features 


e 16 key industries by country, 
including everything from 
automotive to energy and 
pharmaceuticals to the Internet 


ver 300,000 global executives already have access to timely analysis and e "My alerts" allow you to 
srecasts for 195 countries through the EIU ViewsWire. Every day we flag up personalise content by your 
» 200 key economic, political and industrial developments and analyse their areas of interests 

Jsiness implications. 
























e Country homepages for a 
quick view of our latest analysis 


1e EIU ViewsWire from the Economist Intelligence Unit (EIU) is the only online on each of the 195 countries 

srvice that offers you analysis and views on a host of issues--from regulatory we cover. 

ynditions to = ae prs ste ee world. niaky re ph risk e Timely financial outlooks and 

»sessmen nge of financial and economic indicators, and comprehensive . 

er oe ange orn ; , ree indicators of key markets 

»verage of tax, investment and trade regulations. The new EIU ViewsWire is an f , 

„sential tool for planning international business strategies. . Wider coverage o worldwide 
business regulations 


fo other company can boast the breadth of global coverage coupled with the 
pth of analysis that the EIU offers. And the new EIU ViewsWire provides 

zcess to twice as many articles and even more coverage of background issues. In 
ddition to the unparalleled resources of The Economist Group, we have added a 
inge of content partners such as the BBC, the Financial Times and articles from 
usiness and regionally focused publishers. 


he Americas: Europe, Middle East and Africa: Asia and Australasia: 
1.800) 938 4685 (44.20) 7830 1183 (852) 2802 7288/2585 3888 
JS and Canada only) e-mail: london@eiu.com e-mail: hongkong@eiu.com 


-mail: newyork@eiu.com 


KAHAA 





To be in the right place at the right time 
is to be everywhere at once. 


You have a huge portfolio in markets 
around the globe. 

And when you need to move in a hurry, 
you want a world of buyers and sellers ready 
to trade — now. 

You want Instinet. 

One broker who gives you access to 
some of the deepest pools of liquidity in 
over. 40 markets — trading electronically 
with thousands. of institutions as well as 
through 20 exchanges worldwide. 


One broker who has the technology 
to handle even the largest, most com- 
plex cross-border orders — and handle 
the follow-up automatically. 

One broker who’s neutral. 

Who doesn’t trade against you or reveal 
your strategy — so that the best price can 
be yours. 

For complete information, call our inter- 
national freephone number +800 INSTINET 
(+800 4678 4638) or visit www.instinet.com 


‘As an agency broker, Instinet- does not come between its clients and the best price. We do. not commit capital, make markets or make profits on 
spreads. ©2000 Instinet Corporation, all rights reserved. INSTINET and the INSTINET. Marque are registered service marks inthe United States and 
other countries throughout the world: Instinet Corporation is member NASD/SIPC, and Instinet UK Limited is regulated ‘in the U.K. by the SFA. 





or psc 
Instinet 


Nothing comes between you 
and the best price.“ 


The 
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Why Japan’s Mori must go 


T IS a country that once felt great and 
proud, and now feels rather glum and sec- 
jeond-rate. It is a country that has suffered a 
decade of economic stagnation, that in the 
past few years has zig-zagged in and out of 
recession, and in which unemployment has 
climbed to worrying levels, having for de- 
cades been virtually unknown. It is a country 
that faces the prospect of political change on 
its doorstep if the two Koreas continue their 
thaw, and political challenge in its region if 
China continues its growth. But it is also a 
country whose banks and life insurance com- 
panies, repositories of much of the nation’s 
savings, look either weak or plain insolvent. 
That, in turn, makes it a place that could be knocked flat on 
its back if there were to be some sort of worldwide economic 
downturn, particularly one originating in the United States, 
the biggest single market for the country’s exports. 

The country is, of course, Japan. To any political analyst 
with a sense of history, the circumstances just outlined 
should make Japan look a perfect candidate for some sort of 
extreme political change. Yet few seem to take such a prospect 
seriously, particularly inside Japan itself. The country has 
been so stable, and docile, since the days of communist de- 
monstrations in the 1950s and wild student punch-ups in the 
19608, that it is hard to imagine anything very lively. It has 
been ruled virtually by a single party ever since 1955. Its voters 
have taken every disappointment of the past decade on the 
chin, becoming apathetic rather than angry. Most likely, 
things will stay that way. But there is a danger that they will 
not. And that danger increases the longer the current prime 
minister, Yoshiro Mori, remains in office, and the longer the 
country’s political paralysis endures. 


“The limits to patience 


For a decade, the political establishment has failed to find a 
way to pull the country out of its economic treacle. In such 
circumstances, all it would take to open the way to dema- 
gogues and other sorts of political faith-healer would be a 
fresh economic crisis, one harsh enough to make voters fear 
that treacle was turning into quicksand. And, if the worst 
really did come to the worst on Wall Street and in the Ameri- 
can economy this year, such a crisis could be only months 
away. Yet Japanese politics stumbles on, in its usual corrupt, 
complacent and ineffectual way. 

This week an opinion poll in the Mainichi newspaper 
found that the approval rating for the government led by Mr 
Mori had fallen to a mere 14%. The main stockmarket index in 
Tokyo, the Nikkei, is nearing its lowest levels since 1986, un- 
derlining the general lack of confidence in Japan’s supposed 
economic recovery, and bringing the many banks that de- 
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pend on shareholdings for their capital base 
closer to the brink. New Gpe figures released 
on February 8th suggested that the economy 
has barely been growing during the past six 
months. An election for the upper house of 
the Diet (parliament) is due in July, and the 
governing coalition, led by Mr Mori’s Liberal 
Democrats, looks destined to suffer a heavy 
defeat, losing the majority in that chamber 
which is crucial if it is to get any of its legisla- 
tion on to the statute books. 

So is the government contemplating a 
change of policy, or a change of prime minis- 
ter, in order to rescue both itself and the 
country from disaster? There is little sign of it. 
To a degree, this is not terribly surprising. As wags have said, 
Mr Mori may be one of the worst Japanese prime ministers in 
living memory, but his job is nevertheless one of the safest in 
the country. No one wants to take on this poisoned chalice, at 
least until after the upper house elections in July. One who 
tried to do so late last year, a bright reformer called Koichi 
Kato, proved not bright enough to carry his erstwhile sup- 
porters with him, and is now in the political wilderness. 

Probably, after that upper house defeat, the Liberal 
Democratic Party (LDP) will at last change its leader, and thus 
prime minister. It may even choose someone with some vim 
and vigour, with a bent for reform. But it will make little dif- 
ference, for with no majority in the Diet, the government will 
be unable to achieve very much, particularly as many heavy- 
weights in the Lpr themselves oppose change. There might be 
the appearance of renewal, but not the reality of it. 

What needs to happen instead is for this government to 
be brought down in a vote of confidence, after which elec- 
tions could be held for both houses of the Diet, or else a new 
government could be formed. There is little sign of that either, 
although the opposition parties do have the governing co- 
alition on the ropes over several corruption and campaign- 
finance scandals. The trouble is that the opposition, too, is far 
from clean, and not terribly united. The various opposition 
parties, led by Yukio Hatoyama of the Democratic Party, have 
talked about running on a unified ticket in July’s election, but 
even that is not yet certain. 

And the alternative? So far, the stirrings are faint. But there 
are signs of a new, more defensive, more negative sort of na- 
tionalism, replacing the proud, more positive sort of recent 
decades. Calls for protectionism against imports from China 
are on the rise, despite Japan’s huge overall trade surplus, as 
are pressures for a more hawkish approach to that traditional 
regional rival (see page 31). So far, this is all within the normal 
range of democratic politics and policy discussions. But the 
risk is rising that Japan will not stay normal forever. 
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LEADERS 


Sharon’s Israel 


Ariel Sharon’s landslide victory spells the end of the Oslo peace 


process. But talk of war is exaggerated 


O DOES the sky fall in, now that the Israelis have over- 

whelmingly chosen Ariel Sharon to be their prime minis- 
ter? No, but it is darkly overcast. In his younger years, Mr 
Sharon committed, or allowed others to commit, deeds that 
were vile, dangerous and sometimes both. But the past is an- 
other country. Mr Sharon’s current concern is to demonstrate 
his new-found maturity, and his ambition is to create a broad 
coalition (see page 47). 

If he succeeds, nothing much may change—with the big 
exception that the seven years spent weaving a permanent 
settlement between Israel and the Palestinians will have come 
to an end. The Oslo process, which began with the signing of 
a declaration of intent on the White House lawn in September 
1993, has run its course. The search for a permanent peace, 
probably under a different formula, will be resumed at some 
point. But for the moment it is over. 

One of Mr Sharon’s most popular campaign promises was 
that he would not allow any talk of peace so long as violence 
persisted. Fine, but his related pledge, to end the violence, is 
unconvincing. Israelis elected him because they believed that 
he would somehow make them safer from Palestinian attack. 
Although Israel has long since stopped feeling threatened as a 
nation-state, nearly 50 Israelis have been killed since the Pal- 
estinian intifada (uprising) broke out at the end of September. 
The voters dismissed Ehud Barak, who acknowledged their 
decision by resigning as Labour's leader, because they blamed 
him for their personal insecurity. 

But what can a Sharon government do that a Barak gov- 
ernment did not do? The Israelis, resenting the criticism, have 
already been chided for excessive use of force—shooting to 
kill by snipers, bombing from helicopter gunships—and for 
the collective economic punishment of every single Palestin- 
ian. As Palestinian casualties soared, local Palestinian leaders 
changed their tactics in order to raise the cost to Israel: soldiers 
and settlers were declared legitimate targets. Mr Sharon may 
hope to silence the revolt by even fiercer retaliation—he has 
talked of wholesale house-demolishing—but, at this stage in 
the intifada, ferocity is more likely to deepen the cycle of vio- 
lence and counter-violence than to halt it. 


Should the rest of the world be bothered? 


A bad, sad outlook, but need the world care more about this 
bit of the Middle East than it does about the hideous things 
that happen in other corners of the globe? Israel and the Pal- 
estinians attract disproportionate attention. Israel, a tiny 
democratic state of 5m Jews and 1m Arabs, gets the coverage 
of a front-ranking nation; the Palestinians, with 6m-7m peo- 
ple, nearly half of them in the West Bank or Gaza, are a hard- 
done-by minority but no more than, say, the Kurds. Yet ex- 
President Bill Clinton engrossed himself for weeks on end in 
the details of peacemaking, and the world’s media has been 
riveted by an election at which relatively few Israelis even 
bothered to vote. 

The reason, or so it used to be believed, was that Israel, 
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seen by Arabs as an inflammatory cuckoo in their nest, could 
be a pretext for world war, whether military or economic 
This made sense when the Soviet Union and America glared 
at each other behind their respective Middle Eastern champi- 
ons, or when the Arab oil states, during Arab-Israeli war in 
the 1970s, trebled the price of their product. But the Soviet Un- 
ion is long gone, as is the fear that Arabs “in the street” car 
force governments to action. Mainstream Arab states, whick 
once saw Israel as a danger that could be got rid of, now see i 
as a nuisance to be lived with: they will support the Palestin- 
ians and, more seriously, the Islamic cause of Jerusalem’s holy 
places, but only in ways that are in their own interests. 

Hosni Mubarak put the present in perspective when he 
replied, on Israeli television, to the wild remark by one of Mi 
Sharon’s wilder sidekicks, Avigdor Lieberman, that Sharon’: 
Israel might contemplate bombing the Aswan dam. “Who i: 
talking about war?” asked Egypt's president, “we are looking 
for stability, not war.” Israel’s cold peace with most of the 
Arab world, colder than ever since the start of the intifada 
will continue, safely if uncomfortably for Israel. 

A few danger-points remain: Iraq, which fired missiles a’ 
Israel during the Gulf war, could presumably do so again 
Iran, a non-Arab country, is resolutely anti-Israel, and the 
Syrian-Lebanese imbroglio remains unsolved. Israel ha: 
pulled out of Lebanon, but a sliver of land is disputed anc 
Hizbullah, which recently kidnapped four Israelis, keeps the 
area tense. Mr Sharon’s own track-record adds to the tension 
in 1982 he plunged Israel into its long misadventure in Leba: 
non, allowing his Christian-Lebanese allies to commit atroc 
ities in the Palestinian refugee camps. He used to be a danger 
ous grand-strategist: his Lebanese invasion was supposed t 
lead, by a series of stages, to a Palestinian takeover in Jordan 
and thus the end of Israel’s own Palestinian problem. 

So there are still fears. Iraq and Iran are no more recon 
ciled to Israel than they were, and Mr Sharon still sees Jordar 
as the ultimate answer for the Palestinians. He has also madi 
it plain that he would not withdraw from the Golan Height 
in exchange for peace with Syria. Accidents can happen. Bu 
the prospect of a regional war—which was used by some o 
Mr Sharon’s domestic opponents as a threat—remains remote 

So it is not the fear of a wider war that binds the West t 
the Israeli-Palestinian mess. The involvement is historical 
maybe unbreakable. From the Palestine mandate to the Holo 
caust and beyond, Europe’s responsibility is carved in stone 
America linked itself to the region rather later, through con 
science, realpolitik and its Jewish lobby. It is an in-the-fac 
fact that infinitely more people die violently from earthquake 
flood and disease. But the knotty little problem of how | 
roughly equal number of Israelis and Palestinians can share | 
tiny patch of shoreline, hills and desert remains as absorbin; 
as ever. Mr Sharon’s entry has complicated matters, almos 
certainly putting a solution back a few years. But outsider: 
however wearily, just have to go on trying to find one. 
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Football and prune juice 


Soccer is a rotten business, and not just because most clubs are badly run 


ROM the way football sucks in money, it looks like a fan- 

tastic business. Media companies’ bids for rights have 
rocketed; subscriptions to pay-rv channels offering football 
continue to rise; clothing firms spend billions stamping their 
brands on the game; on February 7th, Britain’s Manchester 
United signed what is being billed as a multi-billion-dollar 
joint marketing deal with the New York Yankees baseball 
team. Yet below the top-line figures, the world’s greatest clubs 
look less like real businesses than does the average corner 
grocery shop. 

This week, the world’s richest football tournament, the 
UEFA Champions League, springs into life after its mid-winter 
lay-off. The 32 clubs that qualified for the competition will 
share over $600m of broadcasters’ and sponsors’ money. The 
winner should walk off with the best part of $40m after play- 
ing just 17 games. Lorenzo Sanz, the president of last year’s 
winner, Real Madrid, declares that the club is “a factory to 
make money”. Yet Real ended the season with debts of $110m, 
and was happy to go still further into the red in order to 
snatch Luis Figo, a Portuguese winger, from Barcelona for 
nearly $60m. Mr Sanz could more accurately have described 
the club as a machine for spending money. 

If any football club deserves to be taken seriously as a 
business, it is Manchester United (see page 61). On any mea- 
sure—revenues, profits, number of fans—it is by far the 
world’s richest club. It is also a well-managed, listed company 
that nurtures new revenue streams and has an unusually 
good record of developing young talent. The club talks of it- 
self as “the biggest global brand in sport” and is busily ex- 
tending its “franchise” to Asia and North America. Last year 
United accounted for just under half the operating profit of 
the entire 20-strong English Premier League. 

Compared with European rivals, such as Real Madrid and 
Lazio, until recently managed by the new England coach, 
Sven Goran Eriksson, United is positively parsimonious. This 
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season, it has bought only one player to strengthen its squad, 
Fabien Barthes, a French goalkeeper, for about $11.5m; yet Un- 
ited is well on its way to carrying off its sixth Premiership title 
in eight years and is the bookies’ favourite to win the Cham- 
pions League. Lazio, which looks like being knocked out of 
the Champions League and seems unlikely to retain its Italian 
title, has spent nearly $150m. 

But even cautious Manchester United suffers from the ex- 
travagance around it. Last year its profits were down 25%, 
largely because of wage inflation. According to the annual 
survey of football finance carried out by Deloitte & Touche, 
between 1993-94 and 1998-99, wages rose by 266% compared 
with revenue growth of 177%. More than half the clubs in the 
Premier League have wage bills that are more than two-thirds 
of turnover. Many are already, in effect, spending next year’s 
TV money. Alan Sugar, who is quitting as chairman of Totten- 
ham Hotspur in disgust, calls it “the prune-juice effect”: much 
is taken in, but it passes quickly through. 


From Hollywood to Old Trafford 


In this, football is similar to other branches of show business. 
Yet the game does face special pressures. Any club which is 
not seen by its supporters to be spending every available 
penny on moving up the ranks risks obloquy; and with a lim- 
ited pool of decent players, everyone is on a spending tread- 
mill. Revenues go disproportionately to the winners, but in 
the effort to win, everyone’s costs rise to, and often beyond, 
the winners’ levels. 

Soon, something is going to have to change, for it looks as 
though football’s income from television may be nearing its 
peak. The broadcasters believe that coverage of football is ap- 
proaching saturation point. New contracts will not provide 
the game with the huge increases every few years it has re- 
cently grown used to, and sponsorship too may wane. Euro- 
pean clubs are going to have get a grip on their costs. 





Alaska or bust 


The Bush administration is worried about an “energy crisis”. That is 


the wrong way to frame policy 


MERICA is about to enter the Dark Ages. So you would 
conclude, anyway, listening to George Bush talk about 
energy. The electricity mess in California, which has left its 
biggest utilities nearly bankrupt and their customers enduring 
power cuts, is indeed a crisis—but that is not, or not just, what 
the president is talking about. He says he is “deeply con- 
cerned” about a broader energy shortage: “It’s becoming very 
clear in our country that demand is outstripping supply.” 
Mr Bush has set up a task force, led by Dick Cheney, the 
vice president, to work out “...how best to cope with high en- 
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ergy prices and how best to cope with reliance on foreign oil”. 
Mr Cheney sees California’s woes and last year’s rows over 
heating-oil stocks in north-eastern states and petrol prices in 
the Midwest as all part of one larger, looming emergency. This 
week, Mr Cheney held talks with Senator Frank Murkowski. 
Mr Murkowski’s committee is about to consider an energy bill 
that would, among other things, open pristine bits of Alaska 
to the energy industry (honouring a Bush campaign promise). 
That meeting, says the senator gravely, “revolved around the 
realisation that we have an energy crisis in this country.” 
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What nonsense. Recent volatility in energy markets bears 





no meaningful resemblance to the opec-induced pain of 25 


years ago. The energy-producing regions of the world are at 
peace. The cartel is working with consuming economies to 
curb volatility in prices. Most important, as our survey of en- 
ergy argues in this issue, the idea of hydrocarbon scarcity that 
once haunted policy debates is now largely defunct. 


Supply-side economics 

The administration says that California’s woes are the result 
of an energy shortage; to fix this, more supply will be needed. 
In fact, California’s problems are due to a badly botched “de- 
regulation”, not to any underlying scarcity of fossil fuels. Even 
if energy scarcity were the root of California’s problem, open- 
ing Alaska to new production would not solve it: oil found 
there will take a decade to get to market. 

The administration also believes, or says it believes, that 
America needs energy independence. That goal, tirelessly pro- 
moted by the domestic oil lobby, is unattainable. America’s 
energy demands are far too large, and its energy reserves (in- 
cluding all of Alaska) far too small, for this ever to be 
achieved. That is no great cause for concern. Energy has be- 
come a global business. Security is best served by ensuring 
open access to markets and diversified energy supplies. 

Even so, is it not mere prudence to stimulate extra domes- 









k tic supply, in the name of diversification and reduced de- 


pendence? Maybe talk of emergency is overdone, but surely it 
cannot hurt to stimulate production with subsidies, as the ad- 
ministration proposes? Whether it hurts, and how badly, de- 
pends on how much money America is willing to throw away 
pointlessly. Some of the president’s men call for an “energy 
Marshall Plan”. That sounds costly. No such outlay is needed. 
Today’s high energy prices have already stimulated a big rise 
in upstream investment. 

This is not to deny any role for “energy policy”. The ad- 
ministration could usefully push for better co-ordination of 
state-led efforts to deregulate electricity (some of which, hap- 
pily, have fared much better than California’s). On the de- 
mand side, it could promote market-led efficiency by encour- 
aging real-time metering of all electricity use. On the supply 
side, it could help to curb the official greenery and red tape 
that have discouraged firms from building power plants, re- 
fineries and other essential infrastructure. 

Measures like that would do much more to improve 
America’s energy prospects than rushing into Alaska’s wilds. 
Ending the false talk of crisis might encourage a more rational 
policy debate. It might also refute one plausible, if uncharita- 
ble, explanation for Mr Bush’s zeal for energy subsidies: that 
he is mainly concerned with helping his oil-industry friends. 
Show that to be a lie, Mr President. 





Will America’s “new economy” survive the downturn? 


Ik JUDGING an economy’s prospects, what is the most im- 
portant measure? Growth in cpr? Inflation? The size of the 
budget surplus? The level of the stockmarket? None of the 
above. Far more important is growth in productivity, which is 
crucial in itself and which affects all of those things and more. 
The surge in productivity in recent years has been a key ele- 
ment in America’s virtuous economic circle. Faster growth in 
productivity allowed faster growth in cor with low inflation. 
This, in turn, boosted profits and share prices and encouraged 
more investment, which further lifted productivity. Whether 
or not firms can sustain their faster productivity gains is, 
therefore, a far more important question than when the Fed 
will next cut interest rates. 

New figures this week showed that growth in America’s 
labour productivity slowed to an annualised 2.4% in the 
fourth quarter of last year (the year-on-year increase slowed 
to 3.4%, from 5.3% in the second quarter). This implies an 
acceleration in unit labour costs, which are now rising at an 
annual rate of more than 4%, up from zero six months ago. 
This will dent profits and might yet limit the Fed’s room to cut 
interest rates. But what do the new figures say about the long- 
term rate of productivity growth? Productivity growth surged 
to an annual average of 3% in 1996-2000, compared with 1.4% 
in 1973-95, but economists remain divided about whether this 
can last. The leading sceptic, Robert Gordon, an economist at 
Northwestern University, has argued that most of the in- 
crease in productivity growth outside information-technol- 
ogy industries has been cyclical, the result of the economic 
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boom. In contrast, the Clinton administration’s last “Econ- 
omic Report of the President” claimed that virtually all of the 
increase since 1995 has been “structural”. 

Optimists accept that productivity growth will temporar- 
ily dip in a downturn, but they expect the trend of rapic 
growth to persist. Sceptics expect productivity growth tc 
slump. One quarter’s figure cannot settle the matter. The in- 
crease in productivity in the fourth quarter was stronger than 
expected, given that growth in cpr slowed so sharply. But the 
slowdown in productivity growth even before the economy 
has moved into recession does cast some doubt on how 
much of the previous increase is lasting. It is hard to believe 
that none of the jump in average productivity growth since 
1995 was cyclical. During that period unemployment fell anc 
the current-account deficit tripled, suggesting that output wa: 
growing faster than the economy’s productive potential. 


Teaching a new economy old tricks 


How productivity holds up will depend partly on how firm: 
adjust investment and jobs to a slowdown (see page 65). Ir 
the “new economy”, firms are supposed to behave differ- 
ently. For instance, it used to be argued that rr investmen’ 
would be relatively immune to the cycle. In fact, firms are al- 
ready cutting their spending plans. Total business investmen: 
fell in the fourth quarter for the first time in nine years. 
Companies, equipped with fancy computer systems anc 
instant information, were also supposed to be able to avoic 
an excessive build-up in inventories. Yet, as sales have 
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slowed, stocks have continued to grow rapidly. Computerised 
systems have allowed firms to reduce their stocks, but have 
not eliminated big swings. Stocks have risen sharply over the 
past year, by more than at any time since the recession of the 
early 1990s, making cuts in production inevitable. In the past, 
firms have also been slow to shed workers during the early 
stages of a downturn, causing productivity to slump. In the 
new, more flexible economy, it is argued, firms can cut labour 
more swiftly. So far, firms have mainly trimmed working 
hours, not jobs. The snag is that this fails to cut fixed costs. 
With profits already falling, firms will be forced to cut in- 
ventories, investment plans and workers. Optimists still 


maintain that 17 and more timely information will help firms 
to adjust swiftly and so help to smooth the cycle. But the par- 
adox is that the more swiftly they do this in a bid to improve 
their individual performance, the deeper will be the drop in 
output and profits in the economy as a whole. 

That many “new economy” claims look flawed does not 
necessarily mean that all are. There is evidence that structural 
productivity growth has quickened, but not as much as is 
widely believed. Those who think that productivity growth of 
3% or more is sustainable are saying that rr will have a bigger 
economic impact than the era of electricity and cars in the 
1920s. That was, and remains, a bold claim. 





Getting defensive 


America and Europe should not let missile defences come between them 


FFENCE is seldom the best form of defence in a differ- 

ence of opinion among friends. Some European officials 
heap scorn on America’s plans for limited defences against a 
possible missile attack from some future North Korea or Iraq, 
dubbing them “son of star wars”, a reference to fanciful 
schemes in the 1980s for an impenetrable shield over the Un- 
ited States. But derision won’t win a hearing from the new 
powers-that-be in Washington, Dc (see pages 25-27). 

In public, France, Germany and others, like Russia and 
China, fret that by undermining the 1972 ABM (Anti-Ballistic 
Missile) treaty, which limits the sorts of defences America and 
Russia can deploy, America could start a new arms race. 
These European worries should be no more lightly brushed 
aside than America’s concerns about emerging new missile 
threats. President George Bush vows to press ahead with mis- 
sile-defence plans. If he and his allies are to avoid a damaging 
rift, they need to listen to each other—not shoot from the lip. 

Both can agree that the ABM treaty has brought strategic 
stability for 30 years. By renouncing a missile shield and leav- 
ing themselves vulnerable to each other’s rockets, neither 
America nor the Soviet Union was tempted to attack the 
other, since that would invite a devastating counter-strike. 
This “balance of terror” allowed both to cut their nuclear ar- 
senals. Were America now to try to make itself invulnerable to 
Russia’s remaining rockets, Russia might try to add enough 
new missiles to overwhelm America’s shield. Mr Bush insists 
his missile-defence plans will be limited enough to avoid that. 

But Americans and Europeans can also agree that the 
threats to peace have changed. America and Russia are no 
longer mortal enemies. And the monopoly of the bigger pow- 
ers over longer-range missiles has been broken. North Korea 
has a rocket that can fly far across the Pacific; it has helped 
Iran, Pakistan and others with theirs. Russia, whose promis- 
cuous sales got many started in the missile business, has now 
offered to co-operate with NATO on less capable, more ABM- 
compatible, defences to counter these new threats. Even 
China has promised tighter curbs on its missile sales and 
urged North Korea to pause in its missile programme—a rec- 
ognition that threats drive America’s interest in defences. 

The row is thus less about whether new threats are emerg- 
ing, than about how to deal with them. If deterrence worked 
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against a heavily-armed Soviet Union, ask sceptical Europe- 
ans, why would it not work against a roguish regime with just 
a handful of rockets? America, the country they look to in a 
crisis, worries differently: that sooner or later it will find itself 
toe-to-toe with a risk-defying regime bent on aggression that 
could threaten a nuclear, chemical or biological strike against 
America’s bases abroad or its citizens at home. Such vulnera- 
bility could invite the miscalculation that aggression can pay. 
By building limited defences, America argues, it would not be 
abandoning other tools—from diplomacy to deterrence—but 
strengthening them by making life harder for a troublemaker. 
That is just as well, since ballistic missiles are not the only 
threat to be dealt with—albeit a particularly potent one. 


From deterrence to...discussion 


Yet there is good reason for everyone, including America, to 
be cautious about missile defences. Ambitious plans— 
especially ones that count on putting weapons in space— 
could provoke an arms race that would leave everyone worse 
off. Some American officials talk enthusiastically of sea-based 
systems that, rather than upsetting the agm treaty by putting 
a shield around America, could be moved to deal with likely 
threats closer to source, thereby posing less of a problem for 
Russia or even China, with its smaller deterrent force. Mr 
Bush, meanwhile, has sought to reassure allies by insisting he 
will look to their security, not just America’s. 

But whether or not defences of one sort or another are in 
theory the right answer to the new threats facing America and 
its allies, in practice there is another problem: none of the 
technologies needed to make them work is yet proven. Re- 
cent tests of land-based defences have failed. Sea-based ver- 
sions being talked of are even further off. If missile defences 
can be made to work better, and can be deployed in stabilis- 
ing, not destabilising ways, probably more countries will be- 
come interested in them. But no technology can ever be cer- 
tain of working perfectly. In a dangerous world, America and 
Europe will still need each other as close allies. As Mr Bush 
ponders his missile-defence proposals, and Europeans pon- 
der how to react to them, both would be foolish to let their 
differences over this issue come between them. 

—_s 
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Keeping friends 


BRUSSELS AND LONDON 


Tensions between the new American administration and the European Union 
over defence could put Britain in a pivotal position. Britain may not find that 


a comfortable place to be 


VEN before George Bush was in the White 

House, the British government was rush- 
ing into print to affirm that Britain’s “special 
relationship” with the United States would 
not be affected by a change of president. In 
an article entitled “It could be the start of a 
beautiful friendship”, Robin Cook, Britain’s 
foreign secretary, argued that the United 
States would remain Britain’s “closest ally 
and our biggest export market.” This week 
Mr Cook was in Washington, meeting Colin 
Powell, America’s new secretary of state, in 
an effort to get the new relationship off on 
the right footing. Before the end of the month 
Tony Blair will also travel to the United States 
to meet Mr Bush. 

The British urgency betrays a certain 

“nervousness. It is not just that New Labour 
felt ideologically more comfortable with Bill 
Clinton and the Democrats. It is also that 
developments in the triangular relationship 
between Britain, Europe and the United 
States threaten to undermine one of the basic 
tenets of British foreign policy—that there is 
no choice to be made between a close rela- 
tionship with the United States and the inti- 
mate relationships entailed by Britain’s 
membership of the European Union. 

Mr Cook insists that it is an “anti-Euro- 
pean myth” to suggest that such a choice 
might exist. He asserts that “any loss of influ- 
ence in Europe would damage our economic 
relations with the us, and our strategic rela- 
tions.” In other words, Britain strengthens its 
voice in the United States only by playing a 
full part in the £u. But could that change? 
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The question has been raised in recent 
months by shifts in the political and strategic 
debate on both sides of the Atlantic. Up to 
now, part of the transatlantic bargain has 
been that Europe and America deal with one 
another as equals, closely intertwined but 
occasionally quarrelsome, in economics; 
whereas in defence questions the Europe- 
ans—albeit sometimes tardily and reluc- 
tantly—follow America’s lead. This division 
of labour made it possible for Britain to be a 
more-or-less dutiful European over many 
economic questions (which sometimes 
meant taking the Union’s side in disputes 
over aircraft subsidies or carbon emissions) 
while remaining loyal to America in the ar- 
eas of defence policy that really count. 

Certain elements in this careful balance 
are now changing. On the one hand, the 








US and them 


In a crisis, which of these—Europe, the 
Commonwealth or the United States—do you 
think would be Britain’s most reliable political ally? 
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European Union—long dismissed as an 
economic giant and a geopolitical dwarf—is 
sounding more serious about turning itself 
intoa real force in world affairs, with a role to 
play in “security” as well as economics. In 
particular, the Union now wants to become 
more effective at “crisis management’—a 
term that can mean anything from sending a 
few aid workers to a war zone to the use of 
military force. The appointment of a senior 
politician, Javier Solana of Spain, to person- 
ify the Union’s external policy is a token of 
the Ev’s desire to speak with a louder, though 
not necessarily anti-American, voice. So far, 
there is little to show for this effort, except in 
the Union’s immediate neighbourhood; but 
the £v’s declared intention to exercise a bit 
more influence has already changed the 
transatlantic mood. 

At the same time, some of the hardest 
strategic heads in the United States are 
suggesting that the Asia-Pacific region, and 
possibly the Gulf, rather than anywhere in 
Europe will pose the toughest challenges to 
American security in the years to come. This 
does not imply that America has any inten- 
tion of disengaging from the defence of Eu- 
rope. But it may mean that the terms on 
which America remains engaged will grow 
tougher, and there will be less patience with 
what seems, from an American viewpoint, 
like petty posturing or point-scoring by the 
Europeans. The resulting squabbles will be 
harder for Britain to finesse. 

It is against this rather inauspicious 
background that the Union, late last year, 
produced the first tangible result of its efforts 
to become a serious player in the arena of in- 
ternational security. This was a formal agree- 
ment to create—albeit largely on paper—a 
60,000-strong military force which could be 
assembled rapidly and sent toa distant trou- 
ble-spot for up toa year. 

Tony Blair had invested a good deal of 
personal authority in this, believing at first 
thatitcould serve to nip transatlantic squab- 
bles over burden-sharing in the bud while 
allowing the Union to acquire a small, but 
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from America’s viewpoint harmless, degree 
of independence. For Mr Blair, Euro-defence 
also offered a way to demonstrate Britain’s 
central role in the Union at a time when its 
commitment is being questioned because of 
the country’s reluctance to join the euro, the 
single European currency. In the language of 
his friend Bill Clinton, this would have been 
a win-win-win outcome. 

Yet the new American administration 
seems less confident than its predecessor 
that European muscle-flexing can be kept 
within harmless limits. Donald Rumsfeld, 
the new American defence secretary, told a 
security conference in Germany at the 
weekend that he was “a little worried” by 
European plans for greater military inde- 
pendence. “Actions that could reduce 
NATO’S effectiveness by confusing 
duplication, or by perturbing the 
transatlantic link, would not be 
positive,’ he said. Unless these 
anxieties can be allayed, Mr Blair 
may find himself squeezed by com- 
peting pressures from his European 
and American allies. 

So far at least, transatlantic 
squabbles over European-only de- 
fence operations have been more 
about impressions than reality. 
Even if Europe’s hopes of acquiring 
the capacity to sustain a 60,000- 
strong force are fulfilled, there is no 
real challenge to American-led 
NATO as the main guarantor of 
European security. A more sub- 
stantial issue is posed by the Bush 
administration’s keenness to de- 
ploy missile defences to shield 
America’s own territory against 
rogue attacks, to protect American 
bases overseas—and possibly also 
to shelter the territory of allies. 

Several prominent European figures, 
particularly in France and Germany, have 
already made it clear that they regard the 
Bush administration’s plan as ill-conceived 
and destabilising. Tony Blair will be put in a 
particularly tight spot if, as looks likely, the 
Bush administration asks for permission to 
upgrade the Fylingdales radar station in 
Yorkshire as part of an anti-missile defence 
system. His European allies will press him to 
refuse, or at least parry, the American de- 
mand. But if Mr Blair is asked point-blank 
by an American president to co-operate, 
could he really say no? So far, the British gov- 
ernment is stalling—although Mr Blair is 
thought to incline privately to acquiescing in 
Mr Bush’s request, if and when it is made. 

These defence questions are the sharp 
edge of the most sensitive issue in Britain’s 
foreign relations. Will the United Kingdom’s 
membership of the European Union—with 
its self-proclaimed goal of “ever-closer un- 
ion’”—ultimately imperil its special relation- 
ship with the United States? It is a question 
that matters far more in London than in 
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Washington. Yet Britain’s future in Europe, 
and its consequences for its relationship 
with the United States, may also come to 
matter in Washington. Little doubt exists that 
there are voices within the European Union 
that expect (indeed, long for) a growing for- 
eign-policy rivalry with the United States. If 
that emerged, the position of Britain would 
be both ambiguous and pivotal. 


Anatomy ofa friendship 

The phrase “special relationship” is used far 
more in Britain than in the United States. 
When prominent Americans hear Britons 
use the term, they can be forgiven for looking 
slightly blank. The United States, with global 
interests and a polyglot population, has 
“special relationships” with many countries 





round the world. Arguably, its relationships 
with Israel, Japan, Mexico and Canada are as 
special as any with the United Kingdom. 

It is also true that the relationship— 
forged during the first and second world 
wars—used to be a lot more “special”. But 
despite Britain’s diminishing global impor- 
tance in the post-war years, it remains true 
that there is a special quality to its friendship 
with the United States in four particular ar- 
eas. One, the most amorphous but perhaps 
the most tenacious, is historical and cultural. 
The other three are all defence-related, con- 
cerning intelligence, nuclear affairs and mili- 
tary matters. 

This makes difficulties over nato and 
anti-missile defences all the more awkward. 
The closeness of British intelligence ties with 
the United States continues to excite suspi- 
cion in the rest of the European Union. In re- 
cent months, for example, the European Par- 
liament has been much exercised by the idea 
that the United States is committing large- 
scale commercial espionage through a satel- 
lite system code-named Echelon. The parlia- 


ment has heard testimony that Echelon re- 
lies on satellite stations based in Britain. One 
French member of the European Parliament 
Jean-Claude Martinez, fulminated that this 
proved that “Britain’s real union is with 
America.” Whatever the truth or otherwise 
of the Echelon allegations, Britain certainly 
shares intelligence with the United States 
Australia, Canada and New Zealand that ii 
does not share with its European allies, and 
has done since 1947. James Woolsey, a for- 
mer director of the c1a, says that “although 
noone is acomplete friend in the intelligence 
world, with Britain and America it is as close 
as it gets.” 

The closeness of the intelligence rela- 
tionship is linked to Britain’s nuclear rela- 
tionship with the United States. Along witk 
its permanent seat on the Unitec 
Nations Security Council, Britain’s 
possession of a small nuclear deter- 
rent has been crucial to its claim tc 
be more than just another middle- 
ranking power. Unlike France 
which has insisted on developing 
its own nuclear force de frappe, Brit- 
ain has been happy to buy all its Tri- 
dent nuclear technology from the 
United States. Additionally, as twc 
of the five “status quo” nuclear 
powers, Britain and the United 
States have had a shared interest in 
working together to block nucleai 
proliferation. 

Intelligence and nuclear weap- 
ons lead naturally to the third ele- 
ment—close military and dip- 
lomatic co-operation. This was on 
display, of course, for much of the 
last century. The two countries were 
again close military allies during the 
Gulf war. Despite considerable dif- 
ferences over the handling of the 
conflict in Bosnia (America was covertly 
supplying weapons to the Bosnian army 
even as that army fought pitched battle: 
with British and French peacekeeper: 
around Sarajevo), Britain and America were 
once again in close harness by the time of the 
Kosovo campaign. Since the Gulf war of 1991 
America and Britain have never ceased tc 
co-operate closely in keeping a tight noose 
around Iraq—through bombing raids, sanc- 
tions or UN votes. While Britain’s military 
contribution to this effort has been minor, it: 
constant presence at America’s side has beer 
an important source of moral support anc 
legitimacy. 

The hinge of the Anglo-American mili- 
tary relationship in the post-war years ha: 
been Nato. That is why Mr Blair and his col- 
leagues have been so keen to insist that the 
new Eu military wing is intended to comple- 
ment NATO, not to undermine it. Britain— 
which has offered to put more than 12,00¢ 
troops, an aircraft carrier and an amphibi- 
ous brigade at the disposal of the nasceni 
European force—insists that NATO will con- 
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tinue to be Europe’s major security club and 
will retain its position as the main agency for 
military planning, even for European opera- 
tions. The Eu force will act only when NATO 
as a whole decides not to get involved. As 
such, argue the British, the European force 
will further an important goal of American 
foreign policy: that Europe take on a greater 
share of the burden of its own defence. 

Not all Britain’s European allies, how- 
ever, share its limited view of the role of the 
new force. Romano Prodi, the head of the 
European Commission, has let slip that he 
regards it as a European army in embryo. 
And the French in particular clearly want the 
European force eventually to act as the mili- 
tary arm of an independent European for- 
eign policy. 

British Eurosceptics have rushed to raise 
the alarm that this “European army” will 
undermine Nato and drive a wedge be- 
tween Europe and the United States. For 
many members of the Conservative Party, 
the issue is heaven-sent. They are suspicious 
of deeper European integration in all its 
forms, and have looked to the United States 
as an alternative to the European Union. 
Some have been trying to push the idea that 
Britain should join the North American 
Free-Trade Agreement. But, despite some in- 
terest from a couple of Republican senators, 
the idea that Britain should join NAFTA is not 
yet taken seriously in the United States. 

Many Tories clearly see an opportunity 
in matching American anxiety about the fu- 
ture of NATO with British anxiety about the 
future of the £u. A just-published book 
called “Stars and Strife: The Coming Conflict 
between the usa and the European Union” 
by John Redwood, a right-winger who once 
ran for the post of leader of the Tory party, 
argues that Britain will face a crisis of loyalty 
sooner rather than later;and he has nodoubt 
which friend it should plump for. 

Fora long time there was little public evi- 
dence of any such American worries about 
Europe’s military initiatives. In a joint article 
with Robin Cook late last year, Madeleine 
Albright, then secretary of state, declared her 
support. But little more than a week later 
William Cohen, the then secretary of de- 
fence, remarked in Brussels that NATO risked 
becoming “a relic,” if the £u tried to develop 
itsown military capabilities. 

It is clear that some prominent Republi- 
cans are worried. Richard Perle, an adviser 
on defence to the Bush campaign, described 
the European defence initiative as “French 
manoeuvres aimed at sidelining the United 
States in Europe.” Senator Gordon Smith, the 
Republican leader of the Europe sub- 
committee of the Senate Foreign Relations 
Committee, told a British audience last year 
that he suspected that the Ev’s real motive in 
building the force was to check American 
power, and urged the British to “never forget 
the vital British role as the linchpin in the At- 
lantic alliance.” 
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Clearly Mr Smith’s views do not repre- 
sent the entirety of Republican opinion, let 
alone American opinion. For many years, 
support of closer European integration has 
been a fairly settled bipartisan policy in the 
United States. Both General Powell and 
Condoleezza Rice, George Bush’s national 
security adviser, are keen on greater military 
burden-sharing. (And General Powell 
seemed blissfully happy as he met Mr Cook 
this week, declaring Britain and America 
“strong friends, staunch allies, forever into 
the future.”) Robert Zoellick, America’s new 
trade representative, has also been an eager 
supporter of closer European integration. 
These folk might well take a more relaxed 
view of the European defence initiative. 


The uneasy European 


Much will depend on how these issues are 
worked out in practice. If the more ambi- 
tious French-inspired visions of a European 
military force, with its own autonomous 
planning staff, gain ground, that will be a 
recipe for trouble. Britain might even be 
forced to rethink its commitment to the 
whole idea. An important subsidiary issue 
that will have to be resolved is the need to 
reconcile Turkey—a key member of Nato, 
but kept at arm’s-length by the eu—to the 
new European defence arrangements. The 
Americans seem sympathetic to Turkish 
anxieties, while the Europeans will be ex- 
tremely reluctant to give the Turks a veto 
over their military ambitions. 

The whole debate also has to be seen in 
the wider context of Britain’s uneasy rela- 
tions with the eu. Much of Britain’s foreign- 
policy establishment believes that the 
choice between the Eu and an “Anglo- 
sphere” of the United States and the Com- 
monwealth countries was irrevocably made 
in the 1970s, when Britain joined the Ev. So, 
despite Britain’s palpable unease with the 
steps the Union has taken towards greater 
political integration, it would still require a 





fundamental change in British thinking for 
the United Kingdom to make a deliberate at- 
tempt to draw away from the European or- 
bit, and closer to the United States. Only a 
crisis in relations with the European Un- 
ion—perhaps an irreconcilable argument 
over the pace of European integration— 
might provoke such a shift. For this crisis to 
force a change in policy, it is likely that the 
fundamentally pro-European Labour Party 
led by Mr Blair would have to lose power to 
the Tories. 

The decision would not be Britain’s 
alone. Might it be conceivable that the Un- 
ited States would encourage such a move, 
perhaps by floating the NAFTA option? 
Again, such a development would require a 
big shift in American thinking. In particular, 
America would have to become much more 
wary of European political integration, and 
of the £v’s foreign-policy and military pre- 
tensions in particular. That, in turn, would 
probably require three things: that the more 
ambitious French view of the European mil- 
itary force’s future role had prevailed; that 
the Republicans would still be in office; and 
that the Eurosceptical wing of the Republi- 
can Party would be in the ascendancy. 

Itstill seems highly unlikely that all these 
factors will come together and that the rela- 
tively stable pattern of the past 30 years will 
be disrupted. Most probably, Britain will 
continue to become more closely enmeshed 
in the European Union, with the continuing 
support of the United States, and conse- 
quently the significance of the special rela- 
tionship will continue its gradual decline. 
But the idea that Britain has a fundamental 
choice to make between the United States 
and Europe is still too melodramatic at the 
moment. Instead, as a major review of Brit- 
ain’s defence strategy pointed out this week, 
Britain’s most important role may well be to 
prevent misunderstandings between the 
two sides, while staying friends with both. 

a 
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Israel's right turn 





Ariel Sharon won a land- 
slide victory in Israel’s prime- 
ministerial election. But any 
new coalition he forms will 
not include Ehud Barak, the 
defeated prime minister, who 
resigned from parliament and 
the Labour Party’s leadership. 


After two months of stalled 
talks, Ethiopia and Eritrea, 
which signed a peace deal in 
December, agreed to create a 
un-controlled buffer zone 
along their disputed border. 


Rwanda’s president, Paul 
Kagame, gave the UN Secu- 
rity Council his terms for 
withdrawing his army from 
Congo. Mr Kagame, who sup- 
ports the Congolese rebels, 
also met Congo’s new presi- 
dent, Joseph Kabila. 


The un’s refugee agency is 
struggling to reach 170,000 ref- 
ugees trapped in southern 
Guinea by renewed fighting 
between the Guinean army 
and Sierra Leonean rebels. 


Lawyers for Abdelbaset 
Mohmed al-Megrahi, a Libyan 
agent jailed for life in the 
Lockerbie bombing case, 
lodged an appeal against his 
conviction by a Scottish court 
sitting in the Netherlands. 


No justice 


Indonesia’s embattled presi- 
dent, Abdurrahman Wa- 
hid, fired his justice minister, 
Yusil Ihza Mahendra, for pub- 
licly siding with critics of the 
president's financial affairs. He 








FEBRUARY 10TH 2001 


was the second cabinet minis- 
ter to leave in the past month. 
In Surabaya, Indonesia’s sec- 
ond-biggest city, thousands of 
Mr Wahid’s supporters went 
on a rampage, calling for the 
death of politicians who want 
him impeached. 


In the politically unsettled 
Philippines, Joseph Estrada 
asked the Supreme Court to 
confirm that he was still the 
lawful president and immune 
from prosecution for corrup- 
tion. Gloria Macapagal Arroyo 
took over the presidency after 
the army withdrew support 
from Mr Estrada. 





Officials in Japan’s southern 
island of Okinawa de- 
manded the sacking of the lo- 
cal American military chief, 
Lieutenant-General Earl Hail- 
ston, for calling them “nuts 
and wimps”. The bulk of 
America’s 48,000 military per- 
sonnel in Japan are stationed 
on Okinawa. 


The Red Cross and Red Cres- 
cent said that 50,000 people 
may have died in the Indian 
earthquake of January 26th, 
twice an earlier estimate, and 
that more than ım were in 
need of food, shelter and 
clean drinking water. 


EIf visitor 


Alfred Sirven, a former senior 
man at Elf, a French oil com- 
pany, was extradited from the 
Philippines, where he had 
taken refuge several years ago, 
and flown back to France via 
Germany to face corruption 
charges. Prosecutors view him 
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as a key witness who might 
help them nail other defen- 
dants in the case, including 
Roland Dumas, a Socialist for- 
mer foreign minister. 


Bernard Kouchner, a 
French doctor who ran Ko- 
sovo for the United Nations 
from 1999 until last month, 
was again made France’s 
health minister. 











One of the biggest demonstra- 
tions since the Soviet Union’s 
fall took place in Ukraine's 
capital, Kiev, against the al- 
leged corruption and misman- 
agement of President Leonid 
Kuchma’s administration. 


Russia’s deputy chief of staff 
of the army contradicted a re- 
cent assertion by President 
Vladimir Putin that Russian 
troops would start being with- 
drawn from Chechnya. 


Units of the Yugoslav army 
had their heaviest exchange of 
fire for two months with eth- 
nic-Albanian guerrillas operat- 
ing in a strip of Serbia close 
to Kosovo’s eastern border. 


The European Union’s 
commissioner for the internal 
market, Frits Bolkestein, a 
Dutchman, stirred controversy 
in Brussels when he issued a 
paper that argued against har- 
monising business taxes across 
the Union. 


Tax incentive? 


President George Bush un- 
veiled his $1.6 trillion tax-cut 
plan, selling it as a matter of 
fairness and an incentive to 








28 





AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM 








the poorly paid to work. Crit- 
ics pointed out that most of 
the cuts would still go to 
wealthier Americans. Mr Bush 
said he intended to make 
parts of the plan apply retro- 
actively, from the beginning of 
this year. 


Bill and Hillary Clinton 
continued to draw loud criti- 
cism for their decision to take 
$190,000-worth of gifts from 
the White House, besides 
$28,000-worth of furnishings. 
Mr Clinton offered to pay for 
some of it. 


In Haiti, Jean-Bertrand Aris- 
tide was sworn in again as 
president. He held the job in 
1990-95, spending three of 
those years in exile because of 
a military coup. Foreign aid 
donors want a parliamentary 
election last year to be rerun, 
but talks about it between Mr 
Aristide and the opposition 
broke down. 


In Venezuela a cabinet shuf- 
fle was accompanied by signs 
of tensions in the armed 
forces. President Hugo Chavez, 
moved Jose Vicente Rangel, 
his leftist foreign minister, to 
the defence ministry, but then 
gave most of his powers to the 
chief of the armed forces, a 
newly created post. 





Ecuador’s government de- 
clared a state of emergency, 
after thousands of Indian 
farmers staged protests against 
iMF-backed austerity mea- 
sures. Four protesters were 
killed. The government later 
agreed to reduce a recent rise 
in the price of cooking gas. 
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Pulling the plug 





Current account 
Electricity generated in Spain 
% of total, 2000 


Hidroelectrica 
del Sane 


Endesa, Spain’s largest elec- 
tricity utility, and Iberdrola, 
the second-largest, called off 
what would have been the 
country’s biggest ever merger. 
Iberdrola will now be eyed by 
other European and American 
electricity firms. Two further 
suitors joined the bidding for 
Hidroelectrica del Canta- 
brico, Spain’s fourth-largest 
electricity utility. RWE, Ger- 
many’s largest power com- 
pany, offered €2.9 billion ($2.7 
billion); EnBW, Germany’s 
third-largest, in association 
with Ferroatlantica, a Spanish 
concern, offered slightly less. 


Enron, a giant American util- 
ity, asked the Indian state of 
Maharashtra to pay 790m ru- 
pees ($17m) owed to it by the 
state’s electricity board, for 
power supplied from its gov- 
ernment-underwritten Dabhol 
plant. Maharashtra said that it 
would love to help but could 
not afford to. The state ap- 
pealed to the federal govern- 
ment, which said it would 
stump up some cash. 


Defying orthodoxy, Phillips 
Petroleum, an American oil 
company, bought Tosco, a re- 
fining and retailing business, 
with shares worth around $7.5 
billion. Most big oil companies 
have shed downstream busi- 
nesses in favour of more lu- 
crative oil exploration and 
production. 


Suez Lyonnaise des Eaux, 
a French utility, was reported 
to be considering a radical 
cutback. The company is 
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ready to ditch 80% of its 
name—considered too long 
and too French—and become 
just “Suez”. 


The European Commission 
said it had started antitrust in- 
vestigations into a proposed 
$45 billion acquisition of 
Honeywell International 
by General Electric. Worries 
centre on the ability of a com- 
bined concern to use its mar- 
ket power in the supply of 
aircraft parts. 


Ryanair, an Irish budget air- 
line, said that profits for the 
quarter to the end of Decem- 
ber were up 42% and forecast 
that by 2003 it would have 
14m passengers. Online ticket 
sales (65% of the total) have 
helped cut costs and make 
Ryanair one of the world’s 
most profitable airlines. 


Orange squeezed 


France Telecom responded 
to mounting doubts over the 
prospects for mobile-phone 
operators by slashing the flo- 
tation price of Orange, its mo- 
bile subsidiary. Orange, previ- 
ously priced at up to €64.8 
billion ($60.4 billion) will now 
be priced at between €45.6 
billion and €52.8 billion. Ear- 
lier valuations had reached 
€150 billion. 


Bertelsmann, a privately 
held German media group, 
took steps towards going pub- 
lic. It acquired 30% of RTL, a 
European broadcaster, from 
Groupe Bruxelles Lam- 
bert, a Belgian holding com- 
pany, in exchange for 25.1% of 
its own shares. GBL has the 
right to take the shares to 
market within four years, fi- 
nally allowing outside inves- 
tors a stake in Bertelsmann. 


News Corporation was 
said to be close to acquiring 
DirecTV, an American satel- 
lite-rv company owned by 
General Motors through its 
Hughes subsidiary, for around 
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$70 billion. News Corp will 
add Directv to its satellite 
business, Sky Global Net- 
works, and gain a long-sought 
North American operation for 
its worldwide broadcasting 
empire. 


Investors were startled when 
DaimlerChrysler made an 
early announcement of earn- 
ings in 2000, revealing a drop 
in net income of 44%. Most of 
the problems are at Chrysler, 
the firm’s American operation. 


Shrinking Japan 





Japan’s GDP 
% change on previous quarter 
at annual rate 
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Japan’s GDP for the third 
quarter of 2000 was revised 
down to show a 2.4% decline 
at an annual rate, providing 
fresh evidence that the coun- 
try is suffering a continuing 
slowdown. The Bank of Japan 
has come under increasing 
pressure in recent weeks to 
loosen monetary policy and 
provide some encouragement 
for Japan’s ailing economy. 


America’s labour pro- 
ductivity growth slowed to 
an annualised 2.4% in the 
fourth quarter of 2000 com- 
pared with 3% in the previous 
quarter; unit labour costs rose 
at an annual rate of 4.1%. 
However, productivity growth, 
for the whole of 2000 was 
4.5%, the biggest increase since 
1983. America’s unemployment 
rate also rose, to 4.2% in Janu- 
ary from 4% in December. 


Equitable solution? 


Halifax, a British bank, ap- 
peared to have sealed a deal 
worth up to £1 billion ($1.5 bil- 
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lion) to buy Equitable Life, the 
world’s oldest mutual life-as- 
surance company. GE Capi- 
tal had a first (higher) offer 
rebuffed and, refusing to ad- 
mit defeat, came back with 
another. Too late, said Equita- 
ble. The company has been up 
for sale since a ruling that it 
had acted illegally by cutting 
guaranteed pay-outs had left 
it with liabilities of £1.5 billion. 


As widely expected, the Bank 
of England cut its key inter- 
est rate by a quarter point to 
5.75%. The move follows low 
inflation figures and growing 
concerns about the impact of 
a downturn in America. 


America’s leading banks are 
involved in laundering bil- 
lions of dollars according to 
a report issued by Democratic 
staff on the Senate investiga- 
tions subcommittee. Corre- 
spondent accounts, allowing 
foreign banks to maintain ac- 
counts with American coun- 
terparts, have allowed “rogue 
foreign banks and their crimi- 
nal clients” to legitimise their 
ill-gotten gains. It is unclear 
whether America’s new ad- 
ministration will be as tough 
on money laundering as the 


previous one. <a 
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Appreciating-assets 
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Christie’s put an array of 
James Bond memorabilia on 
display ahead of an auction 
on February 14th. Interest cen- 
tred on the bikini worn by 
Ursula Andress as she 
emerged from the sea in “Dr 
No”. It is expected to raise 
£40,000 or more. 
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Japan starts picking on China 


TOKYO 


As its economy shows no sign of recovery, Japan is getting angrier. Some of 
that anger is being directed against China 


IFE is not always full of thrills for the 
mushroom bureaucrats of Japan’s agri- 
culture ministry. Yet in recent weeks the at- 
mosphere at the ministry's forest-products 
division has been little short of electric. A 
flood of cheap imports is threatening Japan’s 
30,000 shiitake growers. An investigation is 
afoot, involving colleagues from the exalted 
finance and trade ministries. For the first 
time since 1955, when Japan joined what is 
~ now the World Trade Organisation, talk has 
turned to invoking its “safeguards”—emer- 
gency tariffs or import quotas. Officials are 
also considering a move against imports of a 
type of onion, and of the bulrushes used for 
weaving tatami mats. What all three cases 
have in common is that the targets of Japan’s 
proposed retaliation are Chinese. 

It used to be said that the relationship 
between Japan and China was good if their 
ageing leaders pronounced it so. These days, 
a more accurate description is that, despite 
official assurances, relations are bad and get- 
ting worse. For this, the Japanese blame Chi- 
nese aggressiveness, in trade and in foreign 
policy. Yet a good part of the reason can be 
found in Japan. There, old policies of “engag- 
ing” the Middle Kingdom are under sus- 
tained attack from an assertive new genera- 
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tion of politicians, academics and 
journalists. Even foreign-ministry officials 
have begun to pay attention. Official China 
policy has suddenly begun to harden. 

The China hawks have an attentive au- 
dience: as happens the world over, Japan’s 
sick economy and persistent high unem- 
ployment are fanning the flames of chau- 
vinism. Racial violence is still infrequent. But 
milder forms of prejudice are flourishing. Il- 
legal Chinese immigrants infest the building 
industry, grumble the Japanese, undercut- 
ting honest native workers. Chinese crime 
syndicates are bringing confusion to Japan’s 
carefully-ordered society. Chinese burglars 
are masterminding a surge in petty crime. 

The authorities are taking things seri- 
ously. Police statistics on rising crimes by 
“foreigners” (ie, mainly, Chinese) are fol- 
lowed with keen interest. Until they were 
hurriedly removed recently, posters put up 
by the police in Tokyo urged that, since there 
had been a recent spate of burglaries by 
“Chinese and other people”, “if you notice 
anyone speaking Chinese, call the police.” 

Trade friction is also rubbing away at the 
relationship. Although China has enjoyed a 
trade surplus with Japan every year since 
1988, the Japanese have not worried much 


until recently. Most Chinese imports, after 
all, come from Japanese manufacturing 
plants built in China, underlining Japan’s 
superior role as a supplier of capital and 
technology to China, in return for access to 
cheap Chinese labour and natural resources. 

But this pattern has begun to change, es- 
pecially in the ever-sensitive area of agricul- 
ture. New refrigeration techniques, better 
distribution and—in these difficult times— 
more cost-conscious Japanese shoppers are 
bringing wheelbarrowfuls of Chinese toma- 
toes, aubergines, onions and garlic bulbs to 
Japanese supermarket shelves. Japan’s inef- 
ficient, and often elderly, farmers cannot 
compete. On Tokyo’s wholesale markets, for 
instance, Chinese shiitake sell for less than a 
third of the price of Japanese mushrooms, 
and have quickly snapped up a 40% share of 
the market. 

A threat to its cherished farm lobby is 
something that even the bickering politi- 
cians of the Liberal Democratic Party (LDP), 
which dominates the coalition government, 
can unite behind. In the past, the favourite 
villain for Japan’s protectionists was always 
America, says Yoichi Funabashi, a columnist 
with the Asahi newspaper. Increasingly 
these days, it is China. 

Japanese nationalists of various hues, 
meanwhile, are starting to call for a more as- 
sertive foreign policy towards China. Hawks 
such as Ichizo Ohara, the leader of the Lib- 
eral Party, and Shintaro Ishihara, Tokyo's ir- 
repressible governor, are finding growing fa- 
vour, especially among younger Japanese. 
Unburdened by war guilt, younger voters 
feel frustrated and humiliated by Japan’s 
low international profile and dependence 
on American soldiers for its defence. 

Japan’s China diplomacy, thunder poli- 
ticians such as Mr Ishihara, is weak-kneed. It 
appeases Chinese territorial assertiveness in 
the South China seas and across the Taiwan 
Strait, while allowing generous Japanese aid 
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Bathroom blues 


TOKYO 


Te Japanese are far too polite to say it 
out loud. But every foreigner knows, 
deep in his heart, that he fails to measure 
up to Japan’s dauntingly high standards of 
personal hygiene. In short, gaijin (foreign- 
ers) smell bad. So imagine the disappoint- 
ment of one poor white man on being de- 
nied entry to a public bath on Hokkaido, 
the most northerly of Japan’s four main is- 
lands. Foreigners, said the proprietor flatly, 
were not welcome. 

There then followed a period of confu- 
sion, as Debito Arudo (né David Ald- 
winckle) in fact claimed to be Japanese, 
and had a passport to prove it. After some 








discussion, the bathhouse owner still re- 
fused Mr Arudo entry, on the grounds that 
Japanese customers would think he was 
foreign. Fresh from the justice ministry’s 
naturalisation procedures (which include, 


according to Mr Arudo, an inspection of 
the contents of one’s fridge and the posses- 
sion of a suitably Japanese house interior), 
Mr Arudo lost his patience and decided on 
the unJapanese step of filing suit. 

As soon as Mr Arudo’s intentions be- 
came clear, the bathhouse owner modestly 
adjusted tack. Foreigners would, after all, 
be allowed to bathe, but only if they met 
four conditions: they must have lived in Ja- 
pan continuously for more than one year; 
they must sufficiently understand bathing 
customs; they must understand Japanese; 
and they must not cause any inconve- 
nience to other customers—that is, they 
must not stink. Since gaijin do, as every 
Japanese knows, smell bad, Mr Arudocon- 
tinues his search for justice, and a bath, in 
the courts. 








and soft loans to be met with Chinese insults 
and demands for apologies for wartime 
atrocities. These politicians, and their ad- 
mirers in academia and the media, want a 
“normal” Japan—a country thatcan exercise 
independent diplomacy backed by inde- 
pendent armed forces. 

To these Japanese, the disclosure this 
week of a private e-mail by Lieutenant-Gen- 
eral Earl Hailston, the commanding Ameri- 
can officer in Okinawa (which hosts 16,500 
American troops), says it all. Following an in- 
decent assault in January by an American 
soldier on a Japanese schoolgirl, the latest in 
a string of attacks over the years, the Okina- 
wan assembly passed a resolution demand- 
ing fewer American troops on the island. Lo- 
cal officials, General Hailston advised his 
officers, “are all nuts and a bunch of wimps.” 

Even urbane foreign-ministry types are 
waking up to the new mood in Japan. Minis- 
try officials have managed to fend off calls 
by Lpr politicians like Shizuka Kamei, the 
party’s powerful policy chief, to slash Ja- 
pan’s overseas aid budget by 30%—cuts that 
were clearly aimed at China. But after an of- 
ficial review last year, aid to China is never- 
theless about to fall. 

China’s leaders are not deaf to Japanese 
hostility. During a recent visit to Japan, for 
instance, Zhu Rongji, its prime minister, re- 
frained from the usual demands for another 
official apology for Japan’s wartime sins, al- 
though he could not resist mild needling on 
the subject. But neither the Chinese nor the 
Japanese government seems fully abreast of 
the forces at work in Japan. As Takeshi Sasaki 
of Tokyo University points out, Japan’s 
economic crusade has largely sublimated its 
nationalist urges since the war. But, since the 
crash of the early 1990s, years of recession 
and financial crisis have upset that delicate 
accommodation. Japan is getting angrier. 
And it is unlikely to stop after taking out its 
frustration on Chinese mushrooms. 
= 
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China and India 


About a boy 


BEIJING 


i is HAS been 13 months since Ugyen Trinley 
Dorje gave his Chinese minders the slip, 
left his monastery in the outskirts of Lhasa, 
and made a perilous winter-time trek across 
the Himalayas to join the Dalai Lama’s head- 
quarters in exile at Dharamsala, in India. At 
the time, China’s government insisted that 
the boy, the 17th incarnation of the Tibetan 
Buddhist Kagyu sect’s Karmapa Lama, had 
not fled China atall, but merely went to fetch 
some religious relics, and some ceremonial 
hats, from a monastery in Sikkim. Never 
mind that he headed off 1,400 km in the op- 
posite direction from Sikkim, complained 
about Chinese persecution as soon as he got 
to Dharamsala, and this week accepted refu- 
gee status in India—China still refuses to 





abandon its explanation of his departure. 

All this stretches credulity and might, on 
the surface, seem an act of pure self-delusion 
on China’s part. But this response to the Kar- 
mapa’s flight has been deeply pragmatic, 
serving China’s interests well. For they con- 
cern both its rule over Tibet and its prickly 
relations with India. 

China has urged India to handle the Kar- 
mapa’s case “prudently” and has demanded 
that he be kept from engaging in any “anti- 
China activities”. At the same time, though, it 
has carefully refrained from protesting at the 
decision to grant the boy asylum. That is just 
as well. India had quietly made clear that it 
would never consider sending the Karmapa 
back to China, so a ruckus would only inter- 
fere with China’s efforts to improve relations 
with its giant neighbour. 

Indeed, the two countries have made re- 
markable progress on that front, especially 
given the tensions that erupted in May 1998, 
when India conducted five nuclear tests and 











Lama meets lama 
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then let it be known that it had done so in 
part because it considered China its poten- 
tial “enemy number one”. A host of other 
contentious issues plagues relations be- 
tween the two, including a tangle of border 
disputes. China challenges India’s sover- 
eignty over several bits of Himalayan real es- 
tate, including Sikkim and Arunachal Pra- 
desh: India claims the Aksai Chin, which 
China holds. The border disputes sparked a 
short war between India and China in 1962, 
though last November a minor break- 
through saw an exchange of approved maps 
in yet another disputed sector. 

Another bone of contention is China’s 
role as the most important international pa- 
tron of India’s rival, Pakistan, to which China 
gives aid, diplomatic support and technical 
help for its nuclear and missile programmes. 
Just as that cosy relationship irks India, so 
China frets over India’s hosting of the Dalai 
Lama and some 100,000 other Tibetan refu- 
gees on its territory. 

Since “liberating” Tibet in 1950, China 
has struggled to keep the region’s devout and 
restive population under control. It was dur- 
ing a failed Tibetan uprising in 1959 that the 
Dalai Lama fled to India. Other serious but 
smaller episodes of unrest have taken place 
since, and Tibet remains, even at the quietest 
of times, alarmingly tense. From his base in 
India, the Dalai Lama has won support and 
sympathy from around the world, and man- 
aged to keep alive hopes, however faint, of 
scaling back Chinese rule and restoring a de- 
gree of Tibetan autonomy. To China, such 
hopes amount to rank “splittism”, and the 
Indian government’s acquiescence in it is 
deeply resented. 

Yet despite these irritants, the two have 
been able to do business. A second round of 
talks on nuclear issues got under way this 
week. Last month Li Peng, chairman of 
China’s parliament and a former prime 
minister, made a nine-day visit to India and 
found some common ground, though India 
was careful to show its muscle by test-firing 
its latest missile while he was there. The two 
countries share an interest in building a 
more “multipolar” world order. During the 
cold war, China saw India as a rival for the 
role of Asia’s biggest power. Now, more con- 
cerned about the threat of overwhelming 
American pre-eminence, China perceives 
value in India’s becoming a stronger regional 
power. China’s interest may also have some- 
thing todo with its alarm ata growing warm- 
ness between India and America, evidenced 
in President Clinton’s visit to Delhi last year. 

China’s pragmatism over the Karmapa 
issue has extended also to its treatment of the 
boy himself. Never have the authorities di- 
rectly criticised him, and never has China 
shut the door to his possible return. The Kar- 
mapa, the foreign ministry’s spokesman, 
Sun Yuxi, stresses, “is just a boy” and China 
publicly claims to worry that he might be 
maliciously used by others with an anti- 


THE ECONOMIST FEBRUARY 10TH 2001 


China agenda. The clear message is that the 
boy himself is not to blame. 

Though his refugee status should make it 
clear that the Karmapa has no plans to return 
to his Chinese keepers, it does the govern- 
ment no harm to keep the possibility alive. 
The boy has reportedly had an unhappy 
time of it in Dharamsala, where he is under 
close watch by suspicious Indian security 
agencies and by his new Tibetan teachers. 

Secular and religious leadership have al- 


ASIA 


ways been intertwined in Tibetan tradition, 
and reincarnation politics have been known 
to turn nasty: indeed, there has long been a 
rival claimant to the Karmapa’s own title. But 
the 65-year old Dalai Lama recognises Dorje, 
making him a strong candidate to inherit at 
least part of the leadership mantle when the 
time comes. China might turn out to have 
been shrewd in not burning a bridge to the 
Karmapa unnecessarily. After all, it never 
hurts to have friends in high places. 





Indonesia 


Sheriff Wahid talks tough 


JAKARTA 


HE jingle of his spurs drew closer, the 

porch creaked under his weight, the sa- 
loon doors swung open, and...the boys in 
the black hats laughed and turned back to 
their drinks. That was the reaction this week 
to Indonesia’s embattled president, Abdur- 
rahman Wahid, who responded toa censure 
motion from parliament by vowing to get 
tougher on corruption. Mr Wahid has been 
making such promises since he took office 15 
months ago. But he blames his failures on his 
coalition partners, who are protecting their 
rich and powerful backers. Now that they 
are hell bent on impeaching him anyway, he 
says, he is free to blast away. 

As Mr Wahid was dusting off his Most 
Wanted list, a pair of court rulings reminded 
everyone just why that list is so long. On Feb- 
ruary 5th, the Supreme Court declared for- 
mer President Suharto, Indonesia’s chief 
plunderer for 32 years, medically unfit to 
stand trial, upholding an earlier ruling by a 
lower court. Though the government hopes 
to fight on, the 79-year-old former ruler may 
never see the inside of acourtroom. 

Mr Wahid had alittle more luck with the 
other court ruling: against one of Mr Su- 
harto’s closest cronies, a timber tycoon, Mo- 
hamad “Bob” Hasan. This announcement 
was tainted, however, by what appeared to 
be a light punishment. Mr Hasan, who was 
convicted of defrauding the forest ministry 
through an $87m contract, was fined just 
$3,000 and handed a two-year sentence. 
Even this would be encouraging if it were 
clear that Mr Hasan will actually serve his 
sentence in a cell: Indonesia’s appellate 
courts are full of surprises, and Jakarta’s pri- 
sons are notorious for their side exits. 

Meanwhile, a hapless posse continues to 
beat the bushes for Tommy Suharto, the ex- 
president’s youngest son and the only other 
person whom Mr Wahid has managed to 
convict for corruption. Last November, after 
Mr Wahid denied a pardon request, the 
younger Suharto went into hiding. Ever 
since, the manhunt has resembled a game of 
hide-and-seek with a three-year-old: they 
never look anywhere without announcing it 








Tommy on the run 


loudly in advance. 

Since the police, the prosecutors and the 
courts are all corrupt, Mr Wahid will find it 
difficult to improve on this record. Cases 
against other members of the Suharto family 
continue to languish; and he has yet to notch 
up a single conviction in the 1999 Bank Bali 
scandal, in which funds from the bank-re- 
structuring agency were misdirected into the 
presidential campaign of Mr Suharto’s suc- 
cessor, B.J. Habibie. 

Nor has Mr Wahid’s government made 
much progress in bringing the army to book 
for human-rights offences. A report this 
week by the International Crisis Group, a 
Brussels-based think-tank, pointed out that 
the two successful cases to date have tar- 
geted low-level soldiers, rather than their su- 
periors. The many other cases have not even 
got this far. 

Now Mr Wahid is himself under investi- 
gation on corruption charges. By issuing a 
censure last week, parliament warned the 
president that he must account for his be- 
haviour in a pair of multi-million-dollar fi- 
nancial scandals, or face impeachment in 
another four months or so. Even if he gives 
them a good explanation, however, many of 
Mr Wahid’s opponents are already deter- 
mined to unseat him. And they may prove 
better than he has at getting their man. 
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The Philippines 


Estrada 
dreaming 


MANILA 


HEN ex-president Joseph Estrada 

made his first public appearance since 
being overthrown by last month’s quiet 
revolution, it was to declare he was still the 
rightful president. The new government in- 
sisted that he must be dreaming. But if he is, 
he shows no sign of waking up. On February 
6th Mr Estrada’s lawyer asked the Supreme 
Court to rule that he is, indeed, still president 
and that his successor, Gloria Macapagal Ar- 
royo, holds office only in an acting capacity. 

In his dream, Mr Estrada enjoys a con- 
tinuing mandate from the masses of poor 
Filipinos who democratically elected him in 
the hope of deliverance from poverty. He left 
the presidential palace only to avoid blood- 
shed at the hands of the mob of thousands of 
nasty rich people who were baying at the 
palace gates, falsely accusing him of lining 
his pockets with tens of millions of dollars 
during his 2'2 years in office. When Mrs Ar- 
royo—then vice-president and leader of the 
Opposition—took over, it was only to fill his 
shoes temporarily while he took a break. 

The new president, meanwhile, has 
been having a few nightmares. At one point, 
she made a nationwide broadcast in which 
she intoned: “The enemies of the state con- 
tinue to destabilise our duly-constituted 
government by machinations and black 
propaganda.” She warned her opponents: “I 
shall crush you.” In reality, Mrs Arroyo is 
quite secure. There have been rumours thata 
coup will attempt to restore Mr Estrada to 
power. However, the armed forces and po- 
lice appear to accept Mrs Arroyo's leader- 
ship. And although the legal basis for her as- 
sumption of power is shaky, there is little 
chance that the Supreme Court will accept 
that Mr Estrada is still president, and return 
him to office. 

Indeed, Mr Estrada’s lawyer says that the 
ex-president only wishes to vindicate him- 
self. Even if he wins his case, he will take 
power again only if it is “in the national in- 
terest”. The real reason for Mr Estrada’s as- 
sertion of his claim to the presidency is prob- 
ably to allow his lawyers to argue that, as the 
legally incumbent president, he enjoys con- 
stitutional immunity from prosecution. 

A special anti-corruption prosecutor 
has given Mr Estrada until February 12th to 
say why he should not be charged with va- 
rious offences allegedly committed while he 
was president, including the crime of “econ- 
omic plunder”, which in extreme cases is 
punishable by death. Mr Estrada’s accusers 
reckon that, while in office, he amassed be- 
tween 10 billion and 15 billion pesos ($200m 
and $300m) in secret accounts. 
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The prosecution of Mr Estrada will be 
the first real test of Mrs Arroyo's administra- 
tion, which has had a wobbly start. She has 
promised a reforming government, but her 
ministerial appointments have left her open 
toaccusations that she is just repaying politi- 
cal and military hacks who supported her 
bid for the presidency. A determined effort 
to put Mr Estrada behind bars will do much 
to convince sceptics that she means to re- 
store the rule of law. 

The Philippines’ record in these matters 
isnot promising. It has been 15 years since the 
last Philippine president accused of corrup- 
tion, the late Ferdinand Marcos, was de- 
posed, in much the same way as Mr Estrada. 
Since then, the authorities have failed to 
prove in court that Mr Marcos committed 
any crime. And precious little of the fabulous 
fortune he and Imelda, his wife, allegedly 
embezzled has been recovered. 

a 





Sri Lanka 


Order of the 
boot 


COLOMBO 


BOUT 40,000 people opposed to the 
government of President Chandrika 
Kumaratunga have been marching this 
week from Kandy, the ancient hill capital of 
Sri Lanka, to Colombo, its present capital 
and commercial centre. The pada yatra (foot 
march) started on February 4th, Sri Lanka’s 
independence day, and ended five days and 
115km (72 miles) later. The marchers aimed to 
collect 1m signatures for a petition con- 
demning the government. 
This demonstration of “people power”, 
an idea that is catching on in Asia and has 
dislodged two unpopular presidents in the 


Funeral for the rupee 


Philippines, was organised by the United 
National Party (unr), the main opposition 
party in parliament. It was supported by 
trade unions, other opposition politicians 
and, importantly, by Buddhist prelates, who 
have great influence in Sri Lanka. They gave 
their blessing to the marchers as they passed 
the Temple of the Tooth in Kandy, one of 
Buddhism’s holiest shrines. 

Gamini Atukorala, a unr official, listed 
the sins of Mrs Kumaratunga’s government 
as the opposition sees them. They include 
mismanagement of the economy, the con- 
doning of bribery by officials, vote rigging at 
recent elections and violence against politi- 
cal opponents. Many Sri Lankans also criti- 
cise the president for not honouring her pro- 
mise to end the island’s 17-year civil war. 

Mrs Kumaratunga ordered her party 
workers not to disrupt the march. The police 
were told to protect the marchers if they 
came under attack. Some shots were fired by 
men in police uniforms as the marchers en- 
tered Kegalle, a town on the route. One per- 
son was injured and a van was destroyed. 
But Mr Atukorala said that demonstrations 
would continue until Mrs Kumaratunga was 
ousted. Boot-makers will be pleased, but, if 
the opposition decides to move politics from 
parliament to the streets, some worry about 
the response of the army. 

To add to Mrs Kumaratunga’s woes, the 
unpP has asked the Court of Appeal to quash 
the Central Bank’s decision to float the Sri 
Lanka rupee. The bank exceeded its powers, 
the party claims. The court has told the bank 
to answer the charge by February 19th. If it 
rules against the bank, the economy, already 
adrift, could be further weakened. At the end 
of November last year, the bank’s foreign re- 
serves, of $978m, were down by 40% from 
January. The trade deficit had worsened by 
43%. The prime lending rate of the commer- 
cial banks rose this week to 23%, compared 
with 14% a year ago. 
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California on the couch 





Power cuts, the dotcom bust, a strike in Hollywood, Tom and Nicole splitting 
up: no wonder California is having a bout of self-doubt 


LOOM. It’s what you get when the lights 
go out, and California is succumbing 
fast. After euphoria at the crest of America’s 
boom, the home of the new economy is ina 
funk. Power cuts, with the threat of worse to 
come when the summer heat brings on the 
air conditioning, have embarrassed the state 
at a time when Silicon Valley and Holly- 
wood are going through troubled patches, 
and when familiar doubts about Califor- 
nia’s creaking infrastructure are re-emerging. 
California, which became a state in 1850, 
just after the gold rush fired the imagination 
of America, has always surged between joy 
and despair. In the early 1990s, east-coast 
magazines crowed that the Golden State’s 
best days were behind it. The end of the cold 
war had crushed the aerospace industry, tip- 
ping the state into recession and prompting 
an anti-immigrant backlash. Earthquakes 
struck in 1989 and 1994, and riots blazed 
through Los Angeles in 1992 after police offi- 
cers who beat a black motorist were acquit- 
ted. Yet since 1995 the state’s economy has 
grown by 32%—nine percentage points 
faster than the national average. 

So far, the economic cost of the electricity 
crisis for the state at large has been small. 
Rates have not gone up for most customers 
(which is part of the problem for the utilities) 
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and there have been only a few 90-minute 
interruptions in power. The toll on morale 
has been much higher, though. Half the 
population of the state, according to a recent 
Field poll, is pessimistic about the way it is 
heading. The popularity of Gray Davis, the 
governor, has taken a hammering. 

Los Angeles is symptomatic. The city has 
been spared the direct effects of the electric- 
ity mess, because it has kept its local utility in 
public hands. (It will eventually suffer indi- 
rectly, because state revenues that might 
have gone to maintaining roads and schools 
will go towards paying for electricity.) But the 
power crisis taps into general frustration 
with local-government services. 

The federal government has stepped in 
to oversee the Los Angeles Police Depart- 
ment after revelations of framing and even 
the murder of suspects by an anti-gang unit. 
The city’s school system, among the worst of 
a bad lot through the state, is full of squab- 
bling. The-San Fernando Valley, covering al- 
most half of the city, is the largest of several 
districts that want to break away from Los 
Angeles and form new cities. 

Normally, the city could take some pride 
in its private sector. But Hollywood is pan- 
icking too, shooting films and television se- 
ries as fast as itcan before actors and writers 





probably go on strike in May over contract 
renegotiations. (The issue is partly todo with 
cash, but there is also a self-esteem question: 
the writers want more credit.) 

In the north of the state things are hardly 
any better. The latest dotcom star to sputter 
out, eToys, announced this week that it 
would lay off its 293 remaining employees 
and close in April. Bigger Silicon Valley firms 
have also been firing workers. Up in Napa 
Valley the wine industry is worried by a 
troublesome insect, the glassy-winged sharp 
shooter, and the water on which the Central 
Valley’s farmers depend looks likely to be in 
short supply for the next few years. 

Once again, poor government services 
are part of the problem. Throughout the Bay 
Area, traffic jams throttle movement. House 
prices, though starting to fall, remain high 
enough to drive away many old residents of 
San Francisco and to feed resentment in 
poorer neighbourhoods. The city’s pet-lov- 
ing Bohemians are obsessed by the horrible 
death of a woman mauled by a mastiff. The 
dog turned out to have been bred to protect 
illegal drug laboratories on the orders of an 
imprisoned white supremacist. 

So far, Mr Davis’s response has stuck to 
the ritual. He has blamed outsiders, railing 
against “out-of-state profiteers” for precipi- 
tating the power crisis (just as his predeces- 
sors 100 years ago blamed Chinese labourers 
for spreading disease, and ten years ago 
blamed illegal immigrants for causing un- 
employment). More helpfully, the state has 
intervened to buy long-term electricity con- 
tracts to sell on to the less creditworthy utili- 
ties, although that still looks something of a 
stopgap measure. 

Behind the power crisis lurk two bigger 
issues. The first, as ever, remains inadequate 
infrastructure. Electricity transmission will 
be a problem even when enough of the stuff 
is finally generated. Water reserves are low— 
one more dry winter will mean a certain 
drought in 2002. The great achievements of 
the Progressive era, transport and education, 
are being overwhelmed; the environmental 
struggle between sprawling suburbs and 
farmers seems particularly dire. 

These are big problems. But they are also 
familiar ones. Most other parts of the world 
would still love to have California’s difficul- 
ties. The state is vast, rich (it would be amem- 
ber of the G7 rich-countries club if it were a 
separate country), and above all, continu- 
ously replenishes its human capital with a 
stream of talented immigrants. Its array of 
futuristic industries is second to none. 

This leads to the second, more subtle 
question: one of identity. Joel Kotkin, a Los 
Angeles writer who was one of the state's 
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few optimists during the last 
economic downturn, points 
out that, whereas Texans are 
all fiercely partisan about 
their Texanness, Californians 
argue among themselves, 
clinging more to their region 
within the state and to their 
pet political causes than to 
the state as a whole. This 
hurts California on the na- 
tional stage: its congressional 
delegation, although the larg- 
est in Washington, is often at 
odds with itself. State politics 
ends up as a perennial battle 
between squabbling regions 
for scarce resources. 

In theory, the power cri- 
sis could force the state to 
work together more. There will have to be 
compromises about power conservation 
and environmental protection, and the cost 
will have to be shared. But political cohesion 
still looks unlikely. The problem is not just 
Mr Davis (though he notably lacks the cha- 





It’s in the stars 


risma of, say, Governor Pat 
Brown, who oversaw the aca- 
demic and highway spending 
of the 1960s). It is also the fact 
that he and the other politi- 
cians in Sacramento control 
only around a quarter of state 
spending. 

California’s political map 
is a chaotic mess of overlap- 
ping cities, counties and 
school districts. Ballot initia- 
tives have hedged politicians 
round with spending restric- 
tions and term limits—and 
given the pols a good excuse 
to avoid being accountable. 
Initiatives were partly to 
blame for messing up elec- 
tricity deregulation. It is hard 
to build new roads or schools, and far too dif- 
ficult to fire bad teachers. 

California will bounce back from its cur- 
rent malaise: its industries and its labour 
force are too strong for it not to. But its politi- 
cal institutions are weak, and getting weaker. 
a 





The Bush administration 


Showing this week: the tax cut 


WASHINGTON, DC 


But is it too big? 


[ IS perhaps fitting that President George 
Bush should have chosen to launch his $1.6 
trillion, ten-year tax cut in the week that 
Ronald Reagan celebrated his goth birthday. 
Intentionally or not, Mr Bush is exploiting 
the nostalgia of some Republicans for the 
heady first days of the Reagan presidency 
and the supply-side tax cuts that were acen- 
tral plank of party policy 20 years ago. 

In fact, Mr Bush is also drawing a line be- 
tween himself and the Gipper. 
He wants to avoid the messy 
wrangling over tax and spend- 
ing of 1981 which, Reaganites 
claim, helped create the run of 
monster budget deficits that 
took so long to eradicate. 

The new president is prov- 
ing much more adept than his 
critics expected at setting the 
agenda. By focusing on a single 
issue each week, he has en- 
sured maximum publicity for 
each one. By the time Mr Bush 
formally sent his tax plan to 
Congress on February 8th, tax 
cuts had been headline news 
all week. As with his two earlier 
blitzes (education and faith- 
based initiatives), the Demo- 
crats, who only a few months 
ago were ridiculing Mr Bush’s 
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fiscal irresponsibility, have been falling over 
themselves to sound open to tax cuts. 

In this, Mr Bush has had some invaluable 
and possibly unexpected help from Alan 
Greenspan. The Fed chairman’s testimony 
before the Senate Budget Committee on Jan- 
uary 25th appeared to give the green light to 
tax cuts in some form. The result: Mr Bush 
does not have to argue about the principle of 
tax cuts, only about the details—how big, 
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And for my next trick... 


what kind, and when. It all seems pretty 
clear-cut. 

In fact, the clarity of the current debate 
masks some fairly murky fudgings. Chief 
among these are the government finances. 
On the face of it, they could not be rosier. The 
Congressional Budget Office is now predict- 
ing that the budget surpluses will be so large 
in the coming years that the national debt 
will be paid off in 2006. (The last time this 
happened was during Andrew Jackson’s 
presidency, in 1835.) This backs Mr Bush’s 
case that planning for long-term structural 
surpluses (and returning them to taxpayers) 
should start now. 

The catch is that such forecasts are no- 
toriously unreliable. The csgo itself points 
out that considerable uncertainty surrounds 
its projections. Above all, the projections as- 
sume that spending and tax policies stay the 
same ata time when every congressman and 
his dog is proposing some new scheme or 
other. And Mr Bush now says he favours 
front-end-loading the ten-year programme 
of tax cuts: he wants to bring a bigger propor- 
tion forward to the plan’s early years. 

Even if Congress somehow restrains it- 
self, budget forecasters have a poor record of 
telling the difference between cyclical 
changes and structural ones. For instance, in 
the late 1980s Britain’s Thatcher government 
boasted that its surpluses denoted a struc- 
tural shift in the government's finances; yet 
the recession of 1990-92 brought record bud- 
get deficits. In America, many economists 
still think that a recession could change the 
picture dramatically. 

The economy is just too hard to gauge. 
During the election campaign, the gloomiest 
scenario for 2001 was a significant slowing of 
the rate of American economic expansion— 
something many economists regarded as a 
healthy development. Now the talk is of re- 
cession, a word Mr Bush has seized as addi- 
tional justification for his tax cuts. Indeed, 
some people think his use of the r-word has 
heightened the sense of panic. 

To help the economy avoid 
the worst of a downturn, Mr 
Bush favours making the tax- 
cuts retroactive to the begin- 
ning of this year (thus adding 
$400 billion to the cost of his 
plan, according to the Centre 
on Budget and Policy Prior- 
ities). The idea is that by putting 
money in people’s pockets that 
much quicker, consumer 
spending will pick up more 
rapidly (and perhaps first not 
decline by as much as it might 
otherwise do) and outright re- 
cession, defined as two succes- 
sive quarters of contraction of 
GDP, will be avoided. 

Here Mr Bush is being 
naughty. He is making the 
most of Mr Greenspan’s quali- 
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Death and taxes 


ILL he or won't he? Washington has 

been all aflutter this week over 
whether George Bush will change his pro- 
posal for abolishing the estate and gift 
taxes. Members of Congress have become 
a little leery of the original plan because it 
opens some extra loopholes for the clever 
and wealthy. It is a little complicated, but, 
if the president stands fast, you might 
show this article to your accountant. 

Very few Americans, alive or dead, ac- 
tually pay estate or gift taxes. Each person 
hasa lifetime exemption of $675,000 along 
with big exclusions for family farms and 
businesses. On the other hand, those who 
break this cap lose a whopping 37-55% (in 
cash) of the assets transferred. 

Families already juggle their assets to 
avoid income tax—for instance, giving 
shares to children who pay lower rates. 
Every year you can also give away $10,000 
per person, free of gift tax. If all such trans- 
fers were totally tax-free, manipulation 
could reach Italian proportions. 

The more complicated fiddle is to do 
with the capital-gains tax. For assets held 
more than 12 months, the tax is assessed at 
20%. Give an asset to somebody when you 
are alive, and he or she also inherits the 
capital-gains bill. Bequeath it, and the 
“basis” —the price at which the taxman 
deems the asset to have been bought— 
changes to the value at the time of death. 














fied endorsement of tax cuts, while appear- 
ing studiously to avoid the Fed chairman’s 
qualification: tax cuts are an ineffective tool 
of macroeconomic management. In his evi- 
dence on Capitol Hill last month, Mr Green- 
span recalled that the Ford administration, 
in which he worked, proposed a tax cut in 
January 1975. By the time it was imple- 
mented in May that year, the slowdown that 
had prompted the cut was over and the re- 
covery was gathering pace. 

That, of course, is exactly the prospect 
which worries some economists. Despite the 
fears of recession, most forecasters are bet- 
ting on yet more interest-rate cuts as Mr 
Greenspan tries to engineer a soft landing: 
and most expect that the worst of the down- 
turn will be over some time towards the end 
of this year. The combination of aggressive 
monetary easing and a big tax-cut package 
could put rising inflation back on the 
agenda. Indeed, some Republicans already 
imagine, with dread, that the Fed may slam 
on the economic brakes just ahead of the 
mid-term congressional elections in 2002. 

It is somewhere around this point that 
the doomsayers begin to run into the same 
problem as the rosy budget forecasts: they 
both rely on a lot of “ifs”. All that really mat- 
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The idea behind this “step-up basis” is 
to let heirs sell assets without incurring 
both the estate tax and the capital gains 
tax. Without the estate tax, however, the 
threat of double taxation vanishes. That 
would increase the incentive for people 
not to give appreciated assets away while 
they are living. It also presents a slightly 
gruesome opportunity for tax avoidance. 

Say you bought a share of Dell Com- 
puter for $25 in 1992. Today the share (after 
stock splits) is worth about $1,600. If you 
sell it, you will owe tax of $315 (or 20%) ona 
capital gain of $1,575 ($1,600 minus $25). If 
you bequeath it to your children and die 
today, they can sell the share and pay no 
tax at all. If you are not quite ready to die, 
but you know someone who is, you now 
have another option: give the asset to him 
(he pays no gift tax); have him bequeath it 
back to you; and collect the asset again 
when he dies, free of capital-gains tax li- 
ability. Your only risk is that Dell’s shares 
dip by more than $315 before he drops. 

The notion of ready-to-die clubs of- 
fering their services to unfortunate soft- 
ware millionaires eager to realise their 
earthly gains worries even some hardened 
accountants. Democrats want to remove 
the bequest exemption from the capital- 
gains tax law, and some Republicans want 
to reduce capital-gains rates anyway. But 
Mr Bush is sticking to his plan. 








ters is that Mr Bush remains well aware of all 
the possibilities, good and bad; and that, un- 
like Mr Reagan, he keeps control of Congress. 

So far the omens on the latter front are 
good. Mr Bush’s formal submission of his tax 
plan makes clear that he “respects” the con- 
stitutional proprieties which require Con- 
gress to write tax laws. But just as he has 
made clear his preferences for retroactivity 
and front-end-loading, he has also set his 
face against tax cuts for business (which 
many Republicans would love to see). It was 
these tax breaks that Mr Reagan’s budget di- 
rector, David Stockman, blamed for hinder- 
ing efforts to bring the budget deficit under 
control in the 1980s. 

The Democrats are concentrating their 
fire on curbing the size of the cuts and re- 
directing their impact, so that they give less 
benefit to rich taxpayers. Here, too, Mr Bush 
has tried to beat them at their own game. At 
his press briefing, he appeared alongside 
three average families, all of whom would 
benefit by an average of $1,600 a year. Asked 
why there was nobody representing higher- 
rate taxpayers, Mr Bush replied with a smile 
that, in fact, there was: “I got a little pay rise 
coming to Washington from Austin.” 

a 





UNITED STATES 
The Clinton scandals (contd) 


Beyond shame 


WASHINGTON, DC 


X-PRESIDENTS are normally treated 

with exaggerated respect: Gerald Ford 
and Jimmy Carter were both transformed 
from the butts of jokes to fonts of wisdom. 
Yet a recent sketch on “Saturday Night Live” 
features George Bush trying to make a presi- 
dential broadcast, only to be interrupted, ev- 
ery few seconds, by his publicity-obsessed 
predecessor, offering advice, soliciting gifts 
and distributing presidential pardons (in- 
cluding one for “the man known as the Gen- 
tleman Rapist, a serial sex offender who 
stalked and fondled hundreds of women in 
the Little Rock area between 1976 and 1992”). 

Bill Clinton fully deserves it. Ever since 
he left office on January 2oth he has repeat- 
edly seized the limelight from his successor, 
sometimes deliberately, as with his cloying 
farewell at Andrews Air Force Base, but 
increasingly less so, with a series of scandals 
about White House vandalism, financial im- 
propriety and presidential pardons. 

It would be hard for Mr Clinton to have 
had a worse start to his new life, short of par- 
doning Charles Manson and moving in with 
Monica Lewinsky. The president's decision 
to pardon Marc Rich, a financier who fled 
the country in 1983 after being accused of 
one of the largest tax evasions in the coun- 
try’s history, has shocked even his hard-core 
supporters. “It was a real betrayal by Bill 
Clinton of all who had been strongly sup- 
portive of him to do something this unjusti- 
fied,” says Barney Frank, a Democrat con- 
gressman from Massachusetts who, in the 
past, has defended Mr Clinton through thick 
and thin. “It was contemptuous.” 

At the same time, the former first cou- 
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37 


UNITED STATES 


ple’s lust for loot has given the impression of 
poor breeding, if not outright kleptomania. 
The Clintons not only decamped from the 
White House clutching $190,000 worth of 
gifts (including $7,375 worth of furniture that 
had been given to them by Mr Rich’s ex-wife, 
Denise). Mrs Clinton even set up a surrep- 
titious “wedding list” to encourage Clinton 
supporters to buy furniture for their new 
houses, taking care to pocket the goodies be- 
fore she was sworn into office as the junior 
senator from New York. 

Mr Clinton has also come under fire for 
setting up his publicly funded presidential 
office in some of Manhattan’s priciest prop- 
erty. He has taken over an entire floor of the 
Carnegie Hall Tower, with a sweeping view 
of Central Park, at an annual rent of 
$800,000—far more than the combined of- 
fice rents of all his living predecessors. 

And the sleaze keeps coming in. On Feb- 
ruary 5th the Washington Post revealed that 
the “personal” gifts that the Clintons carted 
off with them included $28,000 worth of fur- 
nishings that were given not to the Clintons 
but to the National Parks Service, to form 
part of the permanent White House collec- 
tion. (“I would never give a gift to the Clin- 
tons,” said one enraged donor.) 

Burnt by the firestorm of criticism and 
shorn of the protection of the White House 
press office, the Clintons are hurrying to 
make amends. They will repay $86,000 of the 
$190,000 worth of gifts, and return anything 
that was not meant for them personally. Mr 
Clinton’s private foundation will also cover 
some of the cost of his Manhattan office. 

Left-leaning Washington journalists are 
going through a bout of self-flagellation for 
being too forgiving to Mr Clinton. Richard 
Cohen, a Washington Post columnist, 
penned a letter to the former president de- 
scribing Mr Rich’s pardon as “a pie in the face 
of anyone who ever defended you. You may 
look bad, Bill, but we look just plain stupid.” 
An editorial in the same paper concludes 
that “words like shabby and tawdry come to 
mind. They don’t begin to doit justice.” 

The immediate winner from all this is 
Mr Bush. But the Clinton-bashing will not go 
on forever. It is being pointed out that other 
presidents, too, including George Bush se- 
nior, left office with a lot of gifts (though 
nothing on this scale). The Clintons are still 
the most powerful couple in the Democratic 
Party—a fact that was underlined on Febru- 
ary 3rd when their protégé, Terry McAuliffe, 
was elected chairman of the party. Mrs Clin- 
ton is still a champion of the liberal wing of 
the Democratic Party. And the press is still 
hardly hostile to the Democratic cause. 

Mr Clinton’s inauguration as president 
eight years ago was followed by several 
weeks of unmitigated disasters. Despite 
them, he left office as one of the most popu- 
lar presidents of the century. The comeback 
kid has life in him yet. 
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Luxury in New York 


What, me 
worry? 


NEW YORK AND SOUTHAMPTON 


HEN Mowsgli sniffed the wind for the 
jungle’s news, he knew that to catch 
the truest scent he had to get as high up as 
possible. In the concrete jungle of Manhat- 
tan’s skyscrapers, the same applies: those at 
the top, the denizens of the penthouses and 
roof gardens, usually get the first whiffs of a 
shifting economic climate. And, despite an 
interest-rate cut and the promise of a big tax 
cut,aclear whisper seems to be emerging this 
winter: sell. 

In material terms, most of the city’s rich 
are not much worse off this year than last. 
The year-end bonuses on Wall Street, paid in 
December and January, were as generous as 
they have been in recent years, as the record 
profits made during the golden first quarter 
of 2000 compensated for the winter’s wob- 
bly finish. But many Wall Streeters worry 
that they will not be seeing those bonuses 
again in 12 months’ time—and they are ad- 
justing their wallets accordingly. 

Last month, the Corcoran Group, a firm 
that handles luxury apartment sales in the 
city, found a 35% increase in their inventory 
over a year ago. The extra listings were 
heavily biased towards the higher end of the 
market: rather than risk a drop in prices, 
wealthy sellers are pocketing their profits. 

The feeding frenzy that used to surround 
the sales of luxury apartments also seems to 
have abated. “The wild bidding over the ask- 
ing price is a thing of the past,” Barbara Cor- 
coran reports. By “the past” she means three 
months ago, when an apartment listed at 
$8m could expect to attract six or eight bid- 
ders with competing offers, all above the 
asking price. Now the bidding on such an 
apartment would begin at $7m with per- 
haps two or three bidders at the table. And, 
when people do buy, they take three weeks, 
not one, to sign their contracts. 

An apartment in Manhattan is a neces- 
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sity. A second home in the country is an in- 
dulgence that people may now be happier to 
defer. In the Hamptons, where Wall Street 
keeps its beach hut, there are still adverts in 
the newspapers inviting people to part with 
$150,000 for a three-month summer rental. 
But buyers are suddenly prepared to wait for 
prices to slide before purchasing. “We are 
urging sellers to be realistic,’ says Frank 
Newbold of Sotheby's International Realty 
in East Hampton. “The idea that maybe silly 
money will come along and pay a higher 
price, that idea is past.” 

Property is not the only thing causing 
tremors. Bob Saxon, who has been a consul- 
tant for the yachting industry for over 20 
years, expects demand for new yachts to 
take a downturn over the next six months. 
There are even signs of real pain on the 
streets. Jill Brooke, the editor-in-chief of Ave- 
nue, a magazine with a wealthy Manhattan 
readership, finds that “the whole zeitgeist of 
the culture right now is to be more cautious.” 
The parsimony, of course, is relative: “In- 
stead of three Chanel bags, they may just 
buy two. Instead of two Ralph Lauren suits, 
they may just get one.” 

Lest tears overwhelm you, a silver lining 
of sorts is at hand. Until recently, Donald 
Trump et al were at the mercy of service 
industries—tardy contractors who renege on 
their deadlines and designers who charge up 
to $1m to furnish an apartment, but still like 
to think of themselves as artists. Now re- 
venge is nigh. Ms Brooke hears a “collective 
sigh of relief” that “some of the prima donna 
interior decorators and contractors, those 
drunk with their self-im- 
portance, will finally have 
to consider the meaning of 
the word ‘service’.” 

A decade ago, Manhat- 
tan’s wealthy were not just 
poorer than they are today, 
but far more frightened of 
their truly poor neighbours 
(remember “The Bonfire of 
the Vanities?”). This year 
Rudolph Giuliani, the city’s 
crime-busting mayor, bows 
out. That, and the pos- 
sibility of a recession, seem 
to be making the pent- 
house-dwellers a little more 


THE ECONOMIST FEBRUARY 10TH 2001 





curious about the welfare of other Manhat~- 
tanites. According to the Fiscal Policy Insti- 
tute, the average Wall Streeter earned 
$216,770 last year, more than four times the 
income of lesser mortals. A worried Ms 
Brooke cites Alexis de Tocqueville: “You do 
need a middie class to protect you from an- 
archy.” But nothing will save you from inte- 
rior designers. 





Gun safety 


Hands up 


UNS don’t kill people, people do. Yes: 

but when, where, how and why? Over 
30,000 Americans are shot and die every 
year; yet there is strikingly little uniform in- 
formation on gun homicides, suicides and 
accidents, and correspondingly little empiri- 
cal evidence on how to reduce them. 

The Firearm Injury Centre at the Medical 
College of Wisconsin has created a Firearm 
Injury Reporting System (Firs). It is the first 
in the country. Researchers can now track 
everything from the calibre of the bullet used 
in a shooting to the shooter's relationship 
with the victim. The Wisconsin system 
should help public-health officials to treat 
gun deaths as systematically as they deal 
with, say, cholera and car accidents. 

Most of Firs’s work involves collecting 
data from different agencies: anatomical de- 
tails about the wounds from the medical ex- 
aminer, information from the police about 
the place where the shooting took place, and 
so on. The system asks questions like those 
put to aspiring screenwriters (was the crime 
scene an alley? drug house? bar? conve- 
nience store?). The Wisconsin crime labora- 
tory adds data on the gun and the bullet, 
which it cross-checks with the Bureau of Al- 
cohol, Tobacco and Firearms. 

Firs is modelled on the highly successful 
Fatality Analysis Reporting System (FARS) set 
up by the National Highway Traffic Safety 
Administration in the mid-1970s. FARS re- 
quires that up to 100 pieces of information be 
collected on any motor-vehicle accident in 
which someone dies, within 30 days. These 
data, collected in a uniform way from all 50 
states, have led to safer cars, better roads, 
crackdowns on drunk drivers and, recently, 
confirmation of the deadly connection be- 
tween Ford Explorers and Firestone tyres. 

Since 1970, motor-vehicle deaths have 
fallen by 20%, while gun fatalities have risen 
by 16% (see chart). “[Gun] policy decisions 
have been made with fragmented data at 
best, and in a vacuum of data at worst,” says 
Stephen Hargarten, the director of the Fire- 
arm Injury Centre. Already rirs is filling that 
vacuum with useful information. 

e A gun-buyback programme in Milwaukee 
did not attract the kinds of guns most com- 
monly associated with fatal shootings. Five 
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A debate that needs facts 


makes of gun were associated with 42% of 
the fatal shootings in the Milwaukee area, 
but these five accounted for only 6% of the 
guns turned in. 

e Bill Clinton’s much-lauded bill banning as- 
sault guns had a limited effect.Guns banned 
by the 1994 bill were just as likely to be used 
in a Milwaukee-area homicide (9% of gun 
deaths) in the three years after the ban as 
they were in the three years before. “Satur- 
day night specials”, small- and medium-cal- 
ibre guns with a barrel length of four inches 
or less, are the murder weapon of choice. 

e Two-thirds of Wisconsin gun deaths are 
suicides. Many of the victims are men in 
their 20s suffering from temporary depres- 
sion, such as the shock of being served with 
divorce papers. Many suicides take place 
within a week of buying the gun; if the per- 
son involved can be helped through the 
trauma, he is likely to live a full and produc- 
tive life. The United States Air Force used a 
similar analysis to bring down the suicide 
rate within the ranks from 16 per 100,000 in 
1994 tO 5.6 per 100,000 in 1999. 

e Guns can be made safer. When the maga- 
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zine is removed from a semi-automatic 
weapon, it can leave a bullet in the firing 
chamber (whence the common lament: “I 
didn’t know the gun was loaded”). Many re- 
volvers have a design flaw known about 
since the 19th century: they can fire inadver- 
tently if the hammer rests against a loaded 
chamber. Two women were shot in a Planet 
Hollywood restaurant in 1997 when a pistol 
fell out of a patron’s pocket and went off. 


Understand and deliver 


The Wisconsin programme is the most ad- 
vanced of a number of local data-gathering 
efforts. Harvard's Injury Control Research 
Centre launched a national statistics system 
in 1999 to support the local programmes and 
work towards a national reporting system. 
Officials at the Centres for Disease Control 
and Prevention (cpc) would like to create an 
even more ambitious reporting system that 
would track all violent deaths. 

But guns are trickier than contagious dis- 
eases. The ebola virus does not have lobby- 
ists in Washington, pc, notes Dr Hargarten. 
In 1994, the coc provided money for seven 
states to develop data-collection systems. 
The gun lobby accused the agency of taking 
sides, and persuaded Congress to cut fund- 
ing for the project in 1997. 

The researchers have their political an- 
tennae better tuned this time. They empha- 
sise the goal, common to both sides of the de- 
bate, of collecting objective data. One 
member of the advisory board in Wisconsin 
is a past president of the Wisconsin Rifle and 
Pistol Association. And some of the data—~ 
for instance, on the assault-weapon ban— 
would seem to support the gun lobby. Politi- 
cians can argue whether guns kill people or 
people kill people. In either case, itis better to 
know how and why. 
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NLY the other day the clever line on George Bush was that he 

was nothing buta lazy frat boy. Now, with Mr Bush imposing 
his agenda on Washington more successfully than any president 
since Ronald Reagan, the line is that he’s nothing but a boring bu- 
reaucrat: tidy-minded and business-friendly but utterly devoid of 
ideas. A cover story in the New York Times magazine introduces 
“the msa president”. The New Republic presents him as a 19505- 
style “organisation man”. The Bush presidency is supposedly a re- 
creation of the Eisenhower administration when, as Adlai Steven- 
son quipped, the New Dealers gave way to the car dealers. 

Mr Bush is certainly immune to his predecessor's obsession 
with intellectual credentials (indeed, the Clinton White House, all 
brains, back-stabbing and lechery, 
was arguably the closest America 
has ever got to the Sorbonne). Mr 
Bush’s favourite term of endear- 
ment is that somebody is a “good 
man”; his favourite organ is the 
heart rather than the brain; his 
least favourite person is Strobe Tal- 
bott, a Yale contemporary who 
spent his time at university bur- 
nishing his cv rather than bending 
his elbow with his fraternity 
brothers (Mr Clinton loved Mr Tal- 
bott). His administration has so far 
been a model of disciplined effi- 
ciency. Every week brings a new 
White House initiative; every 
meeting starts and ends on time. 

But Mr Bushs Republican 
Party is a very different creature 
from Eisenhower's. The past 40 
years have seen the creation of a 
new Republican constituency, the 
conservative intelligentsia, thanks 
to the defection of neo-conservatives from the Democratic Party, 
the rise of right-wing think-tanks and the stalwart work of the 
op-ed pages of the Wall Street Journal. This rive droite has playeda 
vital role in driving the Republican Party's successes, persuading it 
to embrace “unthinkable” ideas such as tax cuts and welfare re- 
form. And Republican presidents who have ignored the intellec- 
tual wing of their party—most notably, George Bush senior—have 
paid dearly. 

Mr Bush has been careful to balance practical types like his de- 
fence secretary, Donald Rumsfeld, with policy wonks. Con- 
doleezza Rice, his national security adviser, is a former provost of 
Stanford University. John Dilulio, the head of his newly created of - 
fice of faith-based and community initiatives, is one of the most 
impressive social scientists of his generation. Paul Wolfowitz, the 
dean of the School of Advanced International Studies at Johns 
Hopkins and a model for a character in Saul Bellow’s intellectual- 
worshipping novel, “Ravelstein”, is number two at the Pentagon. 

Right-wing think-tanks have an even firmer grip. Mr Bush’s 
labour secretary, Elaine Chao, is the first former fellow of the Heri- 
tage Foundation to make it into the cabinet; his chief economic ad- 
viser, Larry Lindsey, comes from the American Enterprise Insti- 
tute; the head of the Office of Management and Budget, Mitch 
Daniels, is a former president of the Hudson Institute. Even Mr 
Bush’s more practical-minded consiglieri have one foot in the 
think-tank world. Both Dick Cheney and Paul O'Neill have close 
ties with the azr, and Mr Cheney’s wife is one of the feistiest fig- 
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George Bush, homme sérieux 











ures on the intellectual right. 

Mr Bush's first three legislative initiatives—on education, 
faith-based organisations and tax cuts—have all been shaped by 
policy wonks, His education bill is steeped in the cogitations of the 
think-tank world, stretching from the leftish Progressive Policy In- 
stitute to conservative theoreticians such as Chester Finn. Com- 
passionate conservatism is the brainchild of a small coterie of 
intellectuals, including Myron Magnet, a spectacularly side- 
burned scholar at the Manhattan Institute, and Marvin Olasky, a 
former Marxist turned evangelical Christian. The Bush tax cut 
owes far more to the ideological conservatism of Ronald Reagan 
than to the cautious managerialism of Dwight Eisenhower. And 
there are more ideas-driven initia- 
tives to come, including the partial 
privatisation of Social Security, an 
issue that would still be unthinka- 
ble were it not for the relentless agi- 
tation of places like the Heritage 
Foundation and the Cato Institute. 

This is not to say that Mr Bush 
is likely to turn White House meet- 
ings into open-ended seminars, 
like Bill Clinton, or that he is going 
to waste much midnight oil read- 
ing the latest conservative tomes. 
But he is happy to listen to intellec- 
tuals and he understands their 
role. While he was governor of 
Texas, Karl Rove, his chief political 
strategist, made sure that he was 
plugged into the national policy 
debate, introducing him to James 
Q. Wilson and David Horowitz as 
well as Messrs Magnet and Olasky. 

Mr Bush’s decision to put Mr 
Dilulio in charge of his new White 
House office is doubly significant. It shows that he is willing to put 
an intellectual in charge of an important issue. (Stephen Gold- 
smith, the former mayor of Indianapolis, will play second fiddle to 
the university professor.) But it also shows that Mr Bush has a 
shrewd sense of how to use intellectuals to advance his agenda. 

Critics worry that compassionate conservatism involves sub- 
contracting social welfare to nutty evangelicals. So who better than 
a high-powered social scientist who also happens to be a Roman 
Catholic to prove them wrong? Critics also worry that com- 
passionate conservatism is a leap in the dark without any empiri- 
cal evidence to back it up. So who better than a man who has made 
his reputation applying quantitative methods to slippery social 
problems to give the movement some substance? Mr Dilulio is a 
studiously middle-of-the road figure, an active New Democrat 
who hangs his hat at the Brookings Institution as well as the Man- 
hattan Institute and who wrote a coruscating article denouncing 
the Supreme Court decision that brought Mr Bush to office. An 
intellectual entrepreneur stands a much better chance of getting a 
new initiative off the ground than a corporate Republican. 

Mr Bush’s formative experience of Washington was to watch 
his father’s administration disintegrating, in large part for want of 
“the vision thing”. (“Our people don’t have agendas,” one promi- 
nent Bushie said at the time. “They have mortgages.”) Mr Bush may 
not have a vision himself; but he knows the importance of people 
who do. Forget the sneers from Georgetown: the rive droite will 
provide many of the administration's people and most of its ideas. 
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Another half—chance for 
Aristide and Haiti 


PORT-AU-PRINCE 


There can be no doubting that their new president is popular among Haitians. 
His task now is to satisfy foreign aid donors about his intentions 


N THE tropical sunlight, the walls of the 

freshly repainted national palace are so 
dazzlingly white that it hurts to look at them. 
Passers-by must avert their eyes from the 
seat of power as they cross the newly 
dolled-up park in the centre of Port-au- 
Prince. All the more glaring is the contrast 
with the city’s huge slums of Cité Soleil and 
Belair, where the streets remain, as ever, 
paved with rubbish. 

Yet the people of the slums see the re- 
decoration more cheerfully. “It’s an example 
of the government's will to bring about 
change,” says Costaho Blemy of RaRam, a 
rara band of street musicians in Belair. 
Hopes are high, too, in Cité Soleil. “We have 
six hours of electricity a day,” says Dasmy 
Louinel, a leader of comics, a neighbour- 
hood group linked to the Lavalas Family 
party of Jean-Bertrand Aristide. “After Feb- 
ruary 7th, we will have it 24 hours a day.” 

That is a lot to ask of Mr Aristide, who on 
February 7th was sworn in as president of 
Haiti, the poorest country in the Americas 
(with a Gpr per head of $1,379 measured by 
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purchasing-power parity). When, a decade 
ago, he became the first elected president 
after the hated dictatorships of the Duvalier 
family, Mr Aristide promised to raise Haiti’s 
people out of “misery” and into “poverty 
with dignity”. He had little time to do so. A 
military coup robbed him of three of his five 
years in office. In 1994, the United States sent 
20,000 troops to restore him to power—but 
on the condition that he did not extend his 
term to compensate for the time lost. 

Instead, he handed over to his chosen 
successor, René Préval. Mr Aristide, a former 
Catholic priest and radical leftist, kept con- 
trol behind the scenes, and lived in a luxuri- 
ous house in an upper-class neighbourhood 
(he never explained fully how it was paid 
for). His election last November came six 
months after much-delayed local and par- 
liamentary elections, which saw fraud in the 
vote-counting: ten Senate seats should have 
gone to a second round, but were awarded 
straight to Lavalas. 

That, on top of months of intimidation 
and the murder of opposition candidates, 


prompted foreign donors to suspend the aid 
on which Haiti’s economy depends. The 
main opposition parties boycotted the 
presidential election. Officially, turnout was 
61%; local journalists say it was under 10%. 

Getting the foreign money back is Mr 
Aristide’s first priority. Around $500m (or 
14% of Gpp)in aid and loansis unspent. Some 
of it has been held up for years by political 
deadlock between the opposition and Mr 
Préval, some suspended since last May’s 
elections. The donors’ conditions for restor- 
ing aid vary. But all, including the Bush ad- 
ministration in Washington, agree that Haiti 
must set up a new electoral council that in- 
cludes opposition members, and hold run- 
off elections for the disputed Senate seats. 

In December, Mr Aristide wrote to Bill 
Clinton promising that, and more: to co-op- 
erate in fighting Haiti’s fast-growing drug 
trade, strengthen the police and judicial sys- 
tem, carry out economic reforms and in- 
clude opposition members in his govern- 
ment. He continued in this vein in his 
inaugural speech, promising dialogue with 
the opposition. 

But while Mr Aristide knows he needs 
international aid, “he will do the minimum 
necessary to obtain it,” predicts a foreign 
diplomat in Port-au-Prince. It helps Mr Aris- 
tide that the letter to Mr Clinton, drafted 
with (or maybe by) Anthony Lake, the then- 
president’s special envoy, is so vaguely 
worded as to be almost non-committal. 

After several postponements, Mr Aris- 
tide met the Convergence for Democracy, a 
15-party opposition coalition, but the talks 
lasted barely two days before collapsing on 
February 5th. The Convergence said that it 
would form an alternative government, led 
by a former presidential candidate, Gérard 
Gourgue, and invited Mr Aristide to join it. 


Social issues, and thugs 
That is high farce. No foreign governments 
will recognise the Convergence alternative. 
But the donors’ demands are pretty farcical 
too. Even if the election last May had been 
held properly, Lavalas would have won 
most or all of the disputed seats. The opposi- 
tion is fragmented, ranging from former 
Marxists to ex-Duvalier supporters, and 
lacks the power to scrutinise aid spending. 
The opposition mostly represents the 
upper-middle class and intellectual elite. By 
contrast, Lavalas Family is a tightly-run and 
powerful movement. It has deep roots in 
Haiti’s poorest communities through such 
groups as COMICS, as well as rara bands that 
sing about political and social issues, and the 
chiméres—violent young agitators who 
seem to be Mr Aristide’s budding version of 


43 

















THE AMERICAS 


the Tontons Macoutes, the Duvaliers’ notori- 
ously thuggish enforcers. “We’ve heard of 
the opposition,” says Mr Louinel in Cité So- 
leil, “but they've never come down here.” 

The Convergence is undeterred. “We will 
build networks and gain the people’s sup- 
port, the same way we did under Duvalier,” 
says Mischa Gaillard, a former ally of Mr 
Aristide now in the opposition. “But it took 
time and we had to fight,” he adds. 

A day before Mr Aristide was sworn in, 
the un closed its police-training and hu- 
man-rights mission. Many donors are disil- 
lusioned by Haiti’s inability to govern itself 
with probity or efficiency. To convince them 
otherwise, Mr Aristide will have to make 
sure that any money he gets is spent on 
things like more electricity for Cité Soleil. 


iptables ee pee Seg crc 


Peru 


Videomania 


LIMA 


66 Ho“ much do you need?” That ques- 
tion, posed by Vladimiro Montesi- 
nos, Peru’s fugitive former intelligence chief, 
to Agustin Mantilla, a leader of the populist 
APRA party, and recorded on a secretly- 
filmed video released this week, has become 
all too familiar. The answer, in Mr Mantilla’s 
case, was $30,000 for last year’s presidential 
election campaign. Not for the first time, the 
camera then recorded Mr Montesinos 
counting out the cash, and handing itover. 

Peru is watching an extraordinary re- 
prise of the final years of the regime of Al- 
berto Fujimori, who was ousted in Novem- 
ber after a decade as the country’s president. 
So far, a judge investigating Mr Montesinos’s 
empire of bribery and extortion has re- 
viewed fewer than 100 of the 700 videos 
seized from the spy chief’s home (thousands 
more are said to have been destroyed, or to 
have vanished). Of these, a handful have 
been screened on television because they 
feature congressmen, former ministers or se- 
nior judges who can be prosecuted only if 
Congress first lifts their immunity. 

So far, 21 people have been detained on 
suspicion of corruption. They include four 
army generals; relatives of Mr Montesinos; 
and the mayor of a Lima suburb. Another 
dozen are under house arrest. Some $100m 
has been found in accounts linked to Mr 
Montesinos; the total may be $1 billion, con- 
gressional investigators say. 

Few among Peru's elite have been un- 
touched by the investigations. Dionisio Ro- 
mero, who is the country’s most powerful 
businessman and is chairman of Banco de 
Credito, its largest bank, is to be questioned 
by a prosecutor about a meeting he had with 
Mr Montesinos to discuss the appointment 
of receivers for a fishing company. Mr Ro- 
mero’s lawyers deny any wrongdoing by 
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their client. 

The videos confirm what many of Mr 
Fujimori’s opponents had alleged: that Mr 
Montesinos tried to manipulate most as- 
pects of national life, including last year’s 
presidential election. One tape shows the 
spy chief telling a judge who headed the 
electoral board how he should conduct the 
election. The judge was offered (but denies 
accepting) $10,000 a month and a free eye 
operation. In another, Mr Montesinos is re- 
ported to have handed over $2m to the edi- 
tor of Expreso, a pro-Fujimori newspaper. 

In still another video now released, the 
intelligence chief is shown encouraging a 
judge to rule in favour of Newmont, a Den- 
ver-based mining company, in a dispute 
with a French rival over a 25% stake in Yana- 
cocha, Latin America’s biggest and most 
profitable gold mine. Mr Montesinos told 
the judge that the support of the United 
States for a settlement of Peru’s border dis- 
pute with Ecuador would be jeopardised by 
an unfavourable ruling. The judge ruled in 
favour of Newmont in 1998, but says he did 
so on the legal merits: American officials 
deny that they used the border issue as a le- 
ver in the Yanacocha dispute, which was set- 
tled last year. Newmont says its concern was 
that the law be followed. 

Whether or not there was any wrongdo- 
ing in such cases, they show Peru’s urgent 
need for an independent judiciary. Could 
they help to achieve one? The videos are a 
“prophylaxis” against future abuses, argues 
Roberto Dañino, a Washington-based cor- 
porate lawyer. “I have dozens of cases where 
investors have suffered a lack of impartiality 
from [Peru’s] judiciary.” 

Worried that unseen videos lie like land- 
mines on the path to a presidential election 
on April 8th, several politicians, including 
Valentin Paniagua, Peru’s caretaker presi- 
dent, have called for all of them to be shown. 

Already, the videos have damaged sev- 
eral presidential hopefuls. Mr Mantilla was 
once the private secretary, and then the inte- 
rior minister, of Alan Garcia, a former presi- 
dent and now a candidate. Carlos Boloña, 
Mr Fujimori’s economy minister, appears in 








several, according to a leaked list drawn up 
by the courts. So does Carlos Ferrero, the 
running mate of Alejandro Toledo, who 
heads the polls. Both deny any wrongdoing. 

Jorge Santiestevan, formerly Peru’s hu- 
man-rights ombudsman, dropped out of the 
presidential race this week. He had failed to 
gather support. But he was hindered by re- 
ports that he is in three videos; his demand 
that these be screened to prove that there 
was no corruption involved was ignored. 

In response to the politicians’ disquiet, 
on February 2nd the Lima high court ar- 
ranged for six judges to be installed in a spe- 
cially-equipped wing of the Palace of Justice. 
They are to spend the next fortnight viewing 
the entire library of tapes. And just in case 
they are tempted to steal any incriminating 
videos, they will be monitored on closed- 
circuit television. 
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Venezuela 
Party pooped 


CARACAS 


OR Hugo Chavez, it was supposed to be a 

long weekend of celebrations. These in- 
cluded the anniversary on February 4th of 
an attempted coup he led when a paratroop 
officer in 1992, which ledon, seven years (mi- 
nus two days) later, to his swearing-in as 
Venezuela's elected president. But now the 
first cracks are surfacing in Mr Chavez's 
“revolution”: the crowds were smaller than 
in the past, and the festivities coincided with 
a messy cabinet reshuffle that revealed more 
problems than it settled. . 

The first change was the shifting of Jose 
Vicente Rangel from the foreign ministry to 
defence. That was a surprise. Mr Rangel, who 
is aged 71, had said that his next move would 
be to resume his career as a crusading jour- 
nalist. “The president was insistent,’ Mr 
Rangel explained, adding, “I place myself in 
the hands of God”. 

Well he might. Mr Rangel is the first civil- 
ian defence minister in 70 years. He is knowl- 
edgeable about the armed forces. But as for- 
eign minister, he was an apologist for the 
left-wing guerrillas in neighbouring Colom- 
bia; earlier, as a journalist, he denounced 
corruption in the officer corps. Neither is 
likely to endear him to the high command. 

He takes over at an awkward time. His 
predecessor as defence minister, General Is- 
mael Hurtado, had last month mishandled 
an incident in which womens’ underwear 
had been sent to the top brass, in an appar- 
ent bid to incite them to topple Mr Chavez’s 
government. Whether or not this precipi- 
tated his sacking, the minister’s departure 
was unpopular: some 160 generals and ad- 
mirals held a meeting in his support. 

That may have persuaded Mr Chavez to 
give General Hurtado another job, as infra- 
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structure minister. Two days later, he went 

further to placate the generals by naming 

General Luis Enrique Chacon, the deputy 

defence minister, toa new post of chief of the 

armed forces. He will handle all operational, 

= training and procurement decisions and will 
answer directly to the president. 

The whole affair suggests that Mr Cha- 
vez has less control over the armed forces 
than was previously thought. Military an- 
alysts say that the president made Mr Rangel 
defence minister only after floating the 
names of three loyalist generals for the post. 
These were resisted by their colleagues, 
partly because their appointment would 
have required many, more senior, officers to 
retire. 

The reshuffle has also shown the nar- 
rowness of the president’s band of confi- 
dants. He has brought back Luis Miquilena, 
aged 81, as interior minister; the man he re- 
places, Luis Alfonso Davila, a retired colonel, 
becomes foreign minister. Neither seems 
suited to their new posts. Mr Davila’s spell as 
interior minister coincided with a big in- 
crease in violent crime. Mr Miquilena is a 
wily politician, and presided over a constit- 

-uent assembly in 1999, but was then accused 
of corruption (though the Supreme Court, 
picked by the assembly, absolved him). 

Though Mr Chavez is due to remain in 
office until 2006, he is not as popular as he 
once was. One poll shows support for the 
president down to 42%, from 66% two years 
ago. It is some consolation for Mr Chavez 
that the opposition remains weak. But with 
Venezuela’s uncertain economic recovery 
threatened by the falling price of oil, the 
president's political star now looks to be on 
the wane. 
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Brazil 


Trade beefs 


SAO PAULO 


RAZIL’S diplomats are an elite within its 

civil service, and admired as Latin 
America’s best. But should the foreign minis- 
try continue to be in charge of international 
trade matters? The appointment last month 
of anew foreign minister—Celso Lafer, a law 
professor and experienced diplomat—has 
revived debate over whether Brazil needs an 
equivalent to the United States’ trade repre- 
sentative, a cabinet member with a mandate 
to strike and enforce trade deals. 

One reason for the debate is Brazil’s poor 
export performance. Despite a big devalua- 
tion in 1999, Brazil still has a trade deficit (see 
chart). That is the biggest single threat to the 
country’s quickening economic growth. But 
there is another reason: Brazil is embroiled in 
arising number of trade rows. 

On February 2nd, Canada slapped a ban 
on Brazilian beef, and was quickly followed 
by the United States and Mexico (its partners 
in the North American Free-Trade Agree- 
ment). That follows long-running rows with 
Canada over aircraft subsidies and with the 
United States over drug patents. 

Canada’s partners had asked it to moni- 
tor South America for signs of mad-cow dis- 
ease, delegating to it the power to impose a 
NAFTA-wide ban on risky meat. Brazil has 
had no cases of the disease. Canada says it 
acted after press reports quoted officials as 
saying that cattle may have been imported 
from Europe as late as 1999. Brazil has now 
provided the information on its animal- 
health controls that Canada demanded. But 





QUITO 


YEAR ago, protests by Indian farmers 
against a plan to adopt the dollar 
helped to topple Ecuador’s president. The 
dollar is now the currency. But this week, 
the Indians were again on the streets. Their 
target:a decree which doubled the price of 
cooking gas, and put up the price of petrol 
by 22%. This was a tough test of President 
Gustavo Noboa’s commitment to reform 
| the sickly economy. 
| The farmers blocked roads across the 
Andean highlands and the Amazon low- 
lands; in the capital, Quito, thousands 
camped out in the grounds of a university. 
Mr Noboa declared a state of emergency; 
the security forces, trying to clear a road- 
block, killed four protesters. 
But on February 7th, a deal was struck: 
the government agreed to freeze the petrol 
price for a year, and cut that of cooking gas 





Soe 
Ecuador battles over cooking gas | 


from $2 to $1.60 for a 15 kilo (33lb) cylinder, 
until it targets subsidies to the poor. The 
Indians went home. 

Four-fifths of Ecuadoreans now live | 
in poverty. For them, cheap cooking gas is 
vital. But, under dollarisation, the govern- 
ment can no longer print money. Even 
now, fuel subsidies will cost it 2% of cpp. 
The increases were needed to balance this 
year’s budget, and were required by the 
me. But the Fund may well swallow the 
deal, provided the government proceeds 
with a much-delayed plan to raise vat. 

The Indians have accepted, in princi- 
ple, an end to universal fuel subsidies. Mr | 

| 
| 
| 
i 





Noboa, Ecuador's sixth president in five 
years, has been weakened by this battle. 
But he still has the backing of the armed 
forces, and of the businessmen of Guaya- 
quil, the main port. And he has survived. 
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lifting the ban could take weeks. 

The beef ban came the day after Brazil 
obstructed Canada’s request for a ruling by 
the World Trade Organisation (wTo) in their 
five-year dispute over cheap loans that each 
country offers to customers of their makers 
of medium-sized jets, Brazil’s Embraer and ` 
Canada’s Bombardier. Unfair retaliation, 
said Brazil; coincidence, retorted Canada. 

Either way, Canada has a stronger case 
on aircraft. The wro ruled in 1999 that both 
countries’ loan schemes constituted illegal 
subsidies. It then found that, while Canada 
had partly put right its scheme, Brazil had 
not. So the wro gave Canada the right toim- | 
pose punitive tariffs on Brazilian goods 
(which it has not yet levied). Canada now 
wants the latest version of Brazil’s export-fi- 
nancing scheme ruled illegal. Meanwhile, it 
has given Bombardier an extra subsidy to 
help it grab an order worth up to $3 billion 
from Air Wisconsin. 

On drugs patents, Brazil feels vulnerable 
to being ripped off by multinationals. After 
Brazil agreed to recognise their patents, in 
1996, many foreign drug firms set up manu- 
facturing plants. But the government accuses 
them of blocking cheaper “generic” drugs (ie, 
copies of each others’ products whose pat- 
ents have expired), and of profiteering. 

To get the makers of two arms drugs to 
cut their prices, Brazil is threatening to in- 
voke a chapter in its patent law that lets it 
grant local firms the right to make a drug if its 
patent-holder fails to start making it in Brazil 
after importing it for three years. Last month, 
the United States applied for a wro judg- 
menton this. Brazil has countered by seeking < 
a judgment on a clause in America’s patent 
law which lets it demand that products in- 
vented with the help of govemment aid be 
made in America. 

After years of moaning about barriers to 
its exports, Brazil is now using the wro more 
aggressively to try and remove them. From 
the creation of the wTo in 1995 until last Oc- 
tober, Brazil requested disputes panels just 


four times; since October, it has requested = 


another eight. Its export weakness has wider 
causes. But at least its diplomats are fighting 
their cormer—perhaps from fear of losing it. 
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Sharon's famous victory, 
Barak's crushing defeat 


JERUSALEM 


Ariel Sharon, Israel’s new right-wing leader, did so well in the election that he 
may not be able to form the national-unity government he wants 


H5 victory over Ehud Barak in Israel's 
election on February 6th was so huge 
that it could prove self-defeating for Ariel 
Sharon. The 25% margin of defeat prompted 
Mr Barak to announce his resignation as 
party leader, leaving the prime minister- 
elect with noone in authority to talk to about 
setting up the Likud-Labour unity govern- 
ment that he dearly desires. 

Mr Sharon had hoped to offer Mr Barak 
the ministry of defence in a partnership that 
would give him the basis for a comfortable 
parliamentary majority. If he cannot bring 
Labour in, he will have to weld together a vo- 
latile amalgam of all the rightist, religious 
and Russian factions in the Knesset. He must 
do so, moreover, before the end of March. 
Otherwise there will have to be general elec- 
tions, for the Knesset and for a new prime 
minister too, later this year. 

If there are such elections, Binyamin 
Netanyahu, a former Likud prime minister 
whois now, say opinion polls, once again su- 
perbly popular, will be there, ready to make 
his comeback bid. It was the prospect of con- 
tinued parliamentary mayhem in the 
present, gridlocked Knesset that persuaded 
him to pull out of the election just held. 

Labour may install its elder statesman, 
Shimon Peres, as temporary leader while the 
younger contenders for the party leadership 
gird up for battle. Mr Peres, a spry 77, could 
even be a contender himself. He favours the 
national-unity option, but it is unclear 
whether he could impose his position on his 
traumatised and dejected party. Doves, such 
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as Shlomo Ben-Ami, the out-going foreign 
minister, and Yossi Beilin, the minister of 
justice, are arguing forcefully against accept- 
ing Mr Sharon’s invitation. They say that a 
unity government will, in effect, mean pa- 
ralysis on the peace front. Meanwhile, La- 
bour, by serving in it, will have compro- 
mised itself, and further fragmented the 
already splintered peace camp. 

Mr Sharon’s victory was expected. But 
no one predicted quite such a clobbering for 
Mr Barak, who himself defeated Mr Netan- 
yahu just 21 months ago by 56-44%. At that 
time, the turnout was close to 80%; this time it 
was less than 60%, the lowest in Israel's his- 
tory. In absolute numbers, 1.6m people 
voted for Mr Sharon—200,000 fewer than 
the number who voted for Mr Barak in 1999. 
Some 967,000 voted for Mr Barak. More than 
70,000 of those who went to the polling sta- 
tions cast blank ballots. 

A significant part of the drop in turnout 
is attributable to a mass boycott of the elec- 
tion by Arab-Israelis (see box on next page). 
Arab politicians said that their anti-voting 
campaign, which alone rendered Mr Barak’s 
chances of winning almost nil, persuaded 
many Jewish voters to stay away too. 

The no-shows and the blank balloteers 
together reflected a pervasive disillusion- 
ment in the peace camp with Mr Barak per- 
sonally. He was portrayed, often by his own 
ministers, as aloof and domineering, and his 
handling of the negotiations with the Pal- 
estinians was criticised as inept and insensi- 
tive. The day after the election, punch-drunk 


peaceniks were still citing opinion polls to 
show that a majority of Israelis continue to 
support the “peace process”. But it would be 
wishful thinking to let such arithmetic ob- 
scure the fundamental fact, however unpal- 
atable, that the Israeli public has lurched 
rightwards under the impact of the Palestin- 
ian intifada, and in the wake of Mr Barak’s 
ultimately unsuccessful attempt to negotiate 
acomprehensive end to the conflict. 

While people still tell pollsters that they 
vaguely favour peace—recognising this, Mr 
Sharon’s slick election campaign portrayed 
him as a peacemaker—there is no longer a 
clear majority for the Oslo accords, which 
are the only peace process actually in play. 
The chief cause of the swing to the right 
seems to have been the middle-of-the-road- 
ers’ incensed reaction to the Palestinians’ re- 
jection of Mr Barak’s peace proposals. 

Israelis felt that the Barak government 
had made the most generous possible offer 
(too generous, said the right), including the 
re-partition of Jerusalem, only to have it 
spurned by Palestinian negotiators. Mean- 
while, the bombings and ambushes con- 
tinue. “Israelis above all hate feeling that 
they’ve been made patsies of,” wrote a col- 
umnist in one newspaper, Ma‘ariv, to ex- 
plain Mr Barak’s colossal fall from favour. 


Aconcession speech, with additions 


Among those bracing themselves for a closer 
result was apparently Mr Barak himself. He 
prepared a fighting concession speech, 
which meticulously catalogued the achieve- 
ments of his brief administration, and con- 
soled his party faithful with the assurance 
that his peace policy had been “ahead of its 
time” but would ultimately be embraced by 
both sides as the only practical parameter for 
a final, permanent settlement. “We have lost 
the battle, but we shall win the war,” the for- 
mer army commander declared as the 
downcast throng of Labour volunteers 
made a brave effort to cheer. 

But he then went on to stun his listeners 
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by saying he would quit politics “for a per- 
iod” once the new government had taken 
over. The announcement seemed a hastily 
added addendum to the original address. 
“Don’t leave,” the youngsters cried. Others 
were less distraught. “It was a brave and 
responsible decision,” said the Knesset 
speaker, Avraham Burg, himself a would-be 
successor. “Honourable and inevitable,” ac- 
cording to the interior minister, Chaim Ra- 
mon, another leadership hopeful. 

Mr Sharon himself said nothing at all 
about Mr Barak in his victory speech. “Israel 
is starting out on a new course,” he pro- 
claimed. But where, precisely, will this 
course take a confused country? 

E 





The Arab world 


Fear of Sharon 


DAMASCUS 


RABS have greeted Ariel Sharon’s elec- 
tion victory with a mixture of fear, re- 
vulsion and dismay. “Israel Votes For War”, 
was the morning-after headline in one Bei- 
rut daily. “The triumph of this bloody terro- 
rist, war-criminal and butcher is a straight- 
forward declaration of war,” echoed the 
organ of Syria’s Baath Party. Yet, beyond the 


outrage, cooler heads were predicting little 
more than a postponement of the regional 
peace that many see as inevitable. 

It is no secret that Arabs dislike the Israe- 
lis, but if there is one single Israeli who in- 
spires violent feelings it is the prime minis- 
ter-elect. Jordanians recall the time in 1953 
when a force led by Mr Sharon destroyed the 
village of Qibya, leaving 69 civilians dead. 
Egyptians remember that it was Mr Sharon 
who flouted a ceasefire during the 1973 war, 
counter-attacking across the Suez Canal to 
turn Egypt’s initial success into near-defeat. 
Syrians, Lebanese and Palestinians all know 
him as the mastermind of Israel’s 1982 inva- 
sion of Lebanon, an act that led to the loss of 
40,000 Arab lives and to Israel’s 18-year 
occupation of southern Lebanon. 

To some, Mr Sharon’s election only con- 
firms what they have been saying all along: 
that the peace overtures of his predecessors 
were a sham, and that in their hearts Israelis 
have no real intention of granting Arab 
rights. “Who cares. Barak and Sharon are two 
sides of one coin,” is a sentiment heard from 
Palestinian refugee camps in Syria to the lit- 
erary salons of Cairo. 

A senior Egyptian official, however, 
takes a more sanguine view. However good 
Mr Barak’s intentions may have been, he 
notes, the fallen prime minister was too 
weak to produce results in peace negotia- 


tions. Mr Sharon may be no angel, but he will 
still have to be dealt with. Previous Israeli 
prime ministers thought “unsavoury”, such 
as Messrs Begin, Shamir and Netanyahu, did, 
after all, keep the peace ball rolling. The Pal- 
estinians’ leader, Yasser Arafat—who was 
personally targeted by Israeli bombs during 
Mr Sharon’s siege of Beirut—says that he will 
pursue talks with whatever government Mr 
Sharon forms. 

Still, even Arab countries that have 
agreements with Israel are expecting tense 
times. Never has the balance of military 
power in the region been more in Israel's fa- 
vour. Not surprisingly, foreboding about a 
newly aggressive Jewish state has prompted 
moves to consolidate Arab ranks, fractured 
since the Iraqi invasion of Kuwait in 1990. 

There is little doubt that Mr Sharon’s vic- 
tory will speed the rehabilitation of Iraq, a 
country that has traditionally been seen as 
the Arabs’ strategic hinterland. Egypt and 
Syria have both just signed free-trade agree- 
ments with the Baghdad regime. Jordan is 
soon to follow. The deals are low on sub- 
stance, given the uN’s control of trade with 
Iraq, but high in symbolic value, particularly 
in the case of Syria, a country that has long 
had only the iciest of ties with Iraq. 

A summit of Arab leaders is scheduled 
for next month. Judging from the current 
flurry of regional diplomacy, the idea will be 
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BBS said they wouldn’t, and they 
didn’t: barely 18% of the 500,000 Arab- 
Israelis eligible to vote turned out. In 1999, 
the turnout was 75%, with 95% of them cast- 
ing their votes for Ehud Barak. But things 
have changed, perhaps for ever. 

The Arab-Israeli political parties had 
all called for either a boycott or a blank 
vote. But the mass stay-home was not a 
case of meek voters bowing to politicians’ 
dictates. If anything, said Ameer Makhoul, 
a radical activist, who runs 


Israel's Arabs discover their identity 


when they will vote,” was the slogan, writ- 
ten in Arabic, not in Hebrew. 

But the events of “Black October” do 
not alone explain the extent of the absten- 
tion. There seems to have been a deeper 
change. Arab-Israelis have long fought for 
civic equality with the Jewish-Israeli ma- 
jority. But now, tosome extent, this battle is 
giving way to more overtly nationalistic 
politics: a demand that the community’s 
Palestinian identity be acknowledged. “We 





a union of Arab commu- 
nity associations, it showed 
the parties adapting “to the 
enormous consensus for 
boycotting among the Pal- 
estinians in Israel.” 

Where there was per- 
suasion, it was moral. On 
election day a cavalcade of 
cars draped with black flags 
trawled through Arab vil- 
lages asking voters to re- 
spect the memory of the 13 
Israeli Palestinians shot 
dead by the Israeli police at 
the start of the intifada last 
October. “We will vote 





A long, long wait for no-show voters 
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did not take to the streets in October to de- 
mand greater municipal budgets. We took 
to the streets as part of the Palestinian peo- 
ple,” says Mr Makhoul. 

The change reveals itself in the cam- 
paigns for restitution of property or com- 
pensation or return for those 250,000 of Is- 
rael’s 1m Palestinian citizens who were 
displaced by the 1948 war. There is a gen- 
eration of younger Palestinian leaders who 
have shed the complexes of “the defeat of 
1948” held by their fathers. They call, some- 
times from the floor of the Knesset, for Is- 
rael “to become a state for all its citizens” 
rather than just a Jewish state. 

Above all, the boycott 
marked the rupture of the 
historical alliance between 
the Arab minority and Is- 
rael’s Labour Party. Israel’s 
Arabs have emerged as an 
independent force in Israeli 
society. They are no longer 
in anybody’s pocket. From 
nowon, say their leaders, Is- 
rael’s Palestinians will work 
with anyone who supports 
their civic and national 
rights, whether they be to 
the left or right, secular or 
religious—or indeed the 
Palestinians next door in 








the West Bank and Gaza. 
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to challenge Mr Sharon’s Israel with a con- 
vincingly united front. The message will be 
particularly strong if, as expected, Saddam 
Hussein himself attends the meeting for the 
first time in a decade. 

These moves are also meant to send a 
message to the new American administra- 
tion which, some Arabs fear, intends to carry 
out the campaign talk of escalating the pun- 
ishment of Iraq, and perhaps renewing the 
“unfinished” war. Writing in Al Hayat, Elias 
Hanna, a Lebanese military analyst, takes a 
less gloomy view of America’s potential role. 
He argues that, if Mr Sharon goes too far, 
America will be obliged to take things in 
hand, in order to prevent chaos. 

Small consolation, perhaps, but the al- 
ternative, as most Arabs see it, is for the Pal- 
estinian intifada to continue indefinitely, 
until its tragic toll at last convinces Israelis 
that Mr Sharon’s promises were hollow. 
“The Israelis want to have their cake and eat 
it,” says Lebanon’s prime minister, Rafiq Ha- 
riri. “They want peace and security, and they 
want to occupy our land. It’s impossible.” 
= 





Moi, the juggler 


NAIROBI 


E HAS run Kenya for 23 years. Does 

President Daniel arap Moi really mean 
to stand down next year, as the constitu- 
tional amendment of 1991 says he must? 
“Succession is like a wide river that should be 
crossed carefully. You might need a boat or 
ship,’ he told a baffled crowd this week. 
“And that is why I say we should have a 
peaceful transition.” The leaders of an oppo- 
sition pressure group were meanwhile being 
arrested and beaten up by the police, with 
whom they had been seeking to register a 
forthcoming rally. 

The group concerned, Muungano wa 
Mageuzi (movement for change), has made 
the mistake of pressing Mr Moi to bow out in 
2002, when an election is due. It is also part of 
Ufungamano, a coalition of interest groups, 
led by Kenya’s clergy, which is campaigning 
for constitutional reform. When Mageuzi 
was founded last year, the president seemed 
not to consider it much ofa threat. He merely 
told the police to avoid the movement's ral- 
lies, for their own safety, he said. But, soon 
afterwards, the rallies were banned by presi- 
dential decree, and attempts to defy the ban 
were broken up with baton-charges. Mr Moi 
now says Mageuzi is a revolutionary body in 
the pay of foreign powers dedicated to over- 
throwing his government. 

Given that Ufungamano is in the main- 
stream of Kenya’s reform movement, that 
seems unlikely. Last year, the ruling alliance, 
between the Kenyan African National Un- 
ion (Kanu) and the National Democratic 
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Party, pushed through an amendment to the 
Constitution of Kenya Review Act, which 
had the effect of commandeering the com- 
mission that the act had established. Ufun- 
gamano was formed when the interest 
groups that were thereby shunted off the 
commission decided to carry on regardless. 

Ufungamano claims that Mr Moi has hi- 
jacked the process of constitutional reform, 
which in Kenya would mean paring the 
president’s almost unlimited powers. The 
group alsochallenges the constitutionality of 
the amendment, which: was passed by a 
simple majority; constitutional change re- 
quires two-thirds support. Ufungamano 
fears that, without swift and real reform, the 
president will be left free to steal the election 
for some chosen heir, or indeed fiddle yet 
another term for himself. 

While Kenya’s version of democracy is at 
risk, so, not by chance, is its solvency. The 
second tranche of iF loans agreed last year 
is already two months overdue. Mr Moi’s 
government has failed to fulfil any of the key 
loan conditions it agreed on at the time. 

The heart of the problem is the demise of 
the Kenya Anti-Corruption Authority 
(kaca), an anti-graft watchdog empowered 
to press charges. This was the rmr’s great 
hope, but Kenya’s High Court in December 
ruled it unconstitutional. As an IMF mission 
came and went last month, expressing great 
concern and bringing no money, Mr Moi 
shrugged his shoulders in dismay. Haven't 
these people heard of the separation of pow- 
ers? he asked. 

The president could resurrect KACA if he 
chose. But, in the past, Mr Moi has played 
chicken with the imr with some success. He 
lost the game in 1997, when the ımr cancelled 
its lending programme because of endemic 
graft, but he won fresh promises of money 
last year. The new programme, brokered by 
Mr Moi’s old foe but personal appointee, 
Richard Leakey, was said by the imF to have 
an underpinning of trust. More fool the 
Fund, one might say, after decades of broken 
promises to aid donors and lenders. Butnow, 
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it seems, the Fund reckons it 
has been made a fool of 
once too often. 

Rather than weaken its 
conditions, it is toughening 
them. If Mr Moi wants the 
cash, he must re-establish 
KACA. And get two new 
laws passed—and imple- 
mented: one against cor- 
ruption and “economic 
crimes”, that would help 
KACA to do its job; another 
that would compel public 
servants to declare their in- 
terests. One of these bills 
was voted down, the other 
never tabled at all. 

Mr Moi is playing for 
high stakes. The ımF pro- 
gramme is worth $198m. On its continuation 
depend a further $100m being withheld by 
the World Bank and $80m of bilateral loans. 
So does $366m of debt rescheduling. If Mr 
Moi chooses not to meet the ımF’s condi- 
tions, his successor, or possibly he himself, 
will have to run a country that is not only di- 
vided, but bankrupt. 





The Rwanda genocide trial 


Accused online 


ARUSHA 


toe International Criminal Tribunal for 
Rwanda is finding its feet at last. It had a 
shaky start six years ago, as bad manage- 
ment and the sluggishness of the law threat- 
ened to destroy its credibility before its work 
had properly begun. A squabble with 
Rwanda over precisely who would go on 
trial also caused problems. Now things have 
improved: up toa point. 

The court, based at Arusha in Tanzania, 
is charged with trying those behind the mur- 
der of about 800,000 people, the great major- 
ity of them Tutsis, in Rwanda in 1994. It has 
detained 44 suspects, and has already found 
seven men guilty: the first genocide convic- 
tions under international law. One of those 
tried and sentenced is Jean Kambanda, 
prime minister at the time of the genocide. In 
dealing thus with one of the top men, the 
court has gone a lot further than its counter- 
part, which looks into war-crimes in former 
Yugoslavia. 

This week should have seen another step 
forward. On February sth, shielded behind 
bullet-proof glass, lawyers and judges from 
half-a-dozen countries met to try three 
Rwandan journalists accused of inciting the 
1994 genocide in newspaper articles, car- 
toons and radio broadcasts. Before and dur- 
ing the 100-day slaughter, the government- 
backed media encouraged Hutus to extermi- 
nate their “sub-human” enemies, and 
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ROME 


OLD aims are easy enough: getting 

things done is the hard bit. The United 
Nations’ millennium summit last year re- 
solved to halve the number of the world’s 
poor by 2015. Five years earlier, un mem- 
bers had agreed to work out programmes 
to end the worst sorts of poverty. Yet the 
rate of poverty reduction in the past de- 
cade was less than a third of what is 
needed to achieve the uN’s goal, says a re- 
port published on February 6th by the In- 
ternational Fund for Agricultural Develop- 
ment (IFAD), a Rome-based agency that 
tries to help the poorest of the poor. 

About 1.2 billion people live in extreme 
poverty, meaning on less than a dollar a 
day. Three-quarters of them live and work 
in rural areas. So, says IFAD, it is 
necessary to concentrate on 
the countryside, and on what 
can be done to make poor 
farmers more efficient. 

Sticking its neck out, IFAD 
wants to see an expansion of 
the use of genetic technology 
in farming, which it reckons 
will increase crop yields and 
reduce disease among animals 
and plants. It also argues that a 
redistribution of land into 
more equal holdings, espe- 
cially small family farms, will 
help efficiency. Less contro- 
versially, it calls for an im- 
provement in the distribution 
of water to the rural poor, and 





Helping the dirt—poor 


for better roads so that they can get their 
products to the market more easily. And, of 
course, it says it is essential to have more 
education and better health-care. 

The agency is particularly keen on im- 
proving the lot of rural women. They are 
generally poorer than the men, it says, less 
educated and in worse health, own no 
land and die sooner. “There is an enormous 
case for investing in women,” says Eve 
Crowley, who advises 1rap on the subject. 
To put it crudely, women are an under- 
used resource. And the fact that in many 
places they have no access to credit ham- 
pers rural development. 

In Burkina Faso, for instance, it has 
been found that they farm land more pro- 





An under-used resource 





Rural blight 
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ductively than men. In general, better-edu- 
cated women will bring up healthier chil- 
dren, who can then get more out of the soil. 
And when women do earn money, they 
tend to spend it more cannily—on the kids 
and the household—than 
their menfolk, whose first 
thought is often a transistor ra- 
dio or something of the sort. 

That one of the five candi- 
dates in the election for 1FAD’s 
new president on February 
2oth is a woman from Nepal is 
a small step towards equality 
among those who preach it. 
This is the first time a woman 
has competed for the topjob. If 
she were to win, it would set an 
example in the huge stretches 
of thé world where sexual 
equality—and the greater effi- 
ciency it can bring—is still an 
idea that most men have 
barely begun to grasp. 








published lists of names of those who 
should be killed. A fourth journalist, a Bel- 
gian radio reporter called Georges Ruggiu, 
has already pleaded guilty and been sen- 
tenced to 12 years in prison. 

In fact, it has been a week of stumbles 
and complications. Only one of the three 
journalists appeared in court on Monday. 
More disconcertingly, the other two, Hassan 
Ngeze and Jean-Bosco Barayagwiza, turn out 
to possess their own websites. Officials 
seized a modem from a cell in the detention 
centre, and identified online photographs 
taken inside the prison. Mr Ngeze’s website 
declares his innocence, offers documents re- 
lated to his trial, and says that the tribunal is 
politically motivated and that the judges are 
in the pay of Rwanda’s present government. 
To complicate matters still more, Monday’s 
other absentee, Mr Barayagwiza, who also 
denies the trial’s legitimacy, has persuaded 
the court to dismiss his defence team. 

The websites are a particular embarrass- 
ment. The tribunal’s registrar, Agwu Okali, 
says that they could influence the trial if the 
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names of witnesses—some of which are re- 
vealed to the accused—become public 
knowledge. Almost all the evidence offered 
to the tribunal comes from people attacked 
during the genocide and their relatives; 
many of them fear what could happen if 
their names become known. But without 
their evidence the trial might grind toa halt. 

It would, however, be hard to close 
down the websites. Friends of the accused 
help to run them—probably from other 
countries—and could easily create new ones. 
An attempt to close them down could pro- 
duce an explosion of protest from defenders 
of free speech. As an alternative, it may be 
possible to limit the amount of information 
that gets on to the websites. It is thought that 
some defence lawyers are carrying out mate- 
rial from the accused. “The only way [Mr 
Ngeze] is getting out these things is through 
the lawyers,” says Mr Okali. 

But challenging the defence lawyers 
could be risky. There are now 620f them, and 
some would be happy to delay the trial in or- 
der to make the tribunal look inefficient. 


They can, for their part, point to prosecution 
failings, such as shoddy paper work and in- 
complete indictments of the accused. Any- 
way, without the defence lawyers’ co-opera- 
tion, the tribunal is unlikely to complete the 
journalists’ trial this year, let alone tackle 
pending cases which involve more members 
of Rwanda’s former government and (for the 
first time) the Rwandan army. 

There are also more humdrum pro- 
blems. Arusha is not the ideal place for this 
sort of court. It is not easy to get hundreds of 
peasant witnesses safely from Rwanda to 
Tanzania. Keeping happy the 800 or somem- 
bers of the un staff (from 87 countries) who 
work here and in Kigali, Rwanda’s capital, is 
hard work. Yet in some ways things are look- 
ing up. When the tribunal first set up its own 
website, it depended ona small cyber café in 
town run by a few youths. Now it has a 
whole press division. Coping with the media 
is one task the tribunal has become used to, 
even if it had not reckoned on website re- 
ports emanating from inside its own cells. 
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Unwelcome to Iberia 


EL EJIDO AND LISBON 


Spain and Portugal used to export workers. Now both countries import them, 
often illegally. Their experience reflects Europe’s confusion over immigration 


ABRIEL BARRANCO runs a business in 
Almeria province, in deep-south Spain. 
He needs workers for the plastic hot-houses 
where he grows vegetables, year round, for 
northern Europe. Mustafa, an illegal Moroc- 
can immigrant, lives in a shanty town on the 
edge of El Ejido, centre of the irrigation- 
based horticultural boom that has made this 
once semi-desert one of the richest areas in 
Spain. He wants work. Yet under a new anti- 
immigration law, Mr Barranco would risk a 
heavy fine were he to hire Mustafa. 

The new law, which has just come into 
effect, is the unaided work of Spain’s centre- 
right government. It tightens an earlier law 
put through in 1999 with the agreement ofall 
political parties in the government's first 
term: the previous rules were too lax, said the 
interior minister, Jaime Mayor Oreja, argu- 
ing that Spain could not assimilate the heavy 
flow of immigrants that has been coming 
from Latin America, North and sub-Saharan 
Africa and Eastern Europe. 

He had a point. A year ago El Ejido saw 
ugly clashes between its native citizens and 
immigrant workers that had to be quelled by 
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riot police. Racial tensions have spilt out in 
other places. When foreigners were few, 
Spaniards prided themselves on not being 
racist. They're not sure now. Even now, only 
ım of Spain’s 40m inhabitants are legal im- 
migrants; and over half hail from northern 
Europe, pensioners many of them, living 
comfortably on the coast. Asylum-seekers 
are relatively few. Yet half the Spaniards 
quizzed by a think-tank admit to being sus- 


the way to Spain quite large—ten Moroccans 
were drowned this week when their dinghy 
sank, just offshore, near Tarifa, at the penin- 
sula’s southern tip. But what are meagre 
wages toa Spaniard are riches toa Moroccan 
or Ecuadorean and the family he remits 
them to. So in people flow. 

The new law seeks to regulate the num- 
bers coming, to change the attitudes of em- 
ployers used to relying on illegal workers and 
to crack down on the crooks who smuggle 
them in. Most controversially, it also makes 
provision for the expulsion of illegals, who 
are reckoned, by some counts, to total as 
many as 500,000. That requires agreements 
with their home countries. Spain is beefing 
up an existing one with Morocco, has just 
signed one with Ecuador, and is negotiating 
with Colombia and Poland. These deals 
would set annual quotas, and make arrange- 
ments for would-be immigrants to get Span- 
ish residency papers before setting off. But il- 
legals in Spain hail from 50-odd countries. 

The governmentsays itis tightening con- 
trols not just on Spain’s behalf but Europe’s. 
Spain was getting a reputation, it says, as a 
place where it was easy to obtain legal status 
and then move on. And indeed business- 
men in places like Almeria complain that 
they help immigrant workers get papers, 
only to have them disappear soon after. 

The immigrants have reacted to the new 
law with fear and anger, especially illegals 
whose applications to be allowed to stay 
were refused in the past year. The law se- 
verely curbs rights granted in the earlier one: 
illegal immigrants may no longer strike or or- 
ganise protests. Still, some have occupied 
churches, begun hunger strikes and even 
pleaded directly to King Juan Carlos. 

Their countries of origin are getting un- 
easy. Ecuador is reluctant to take back its 
150,000 estimated illegals in Spain; Spain has 
offered to pay their fares,and take them back 
in batches of 40,000 a year. But only a few 
hundred signed up on February 5th, when 





picious of foreigners. 
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Illegal immigrants —— 


the lists for voluntary re- 
patriation were opened. Mr 
500| Mayor Oreja has assured 
Morocco that he has no 
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turned their backs on me- 
nial jobs in farming, domes- 
tic service and construction. 
Despite unemployment, 
still high though much less 
so than a few years ago, 
there are some jobs that few 
but immigrants will now 
accept. The pay and living 
conditions are poor, the se- 
curity little, the risks run on 
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redolent of those 500 years 
ago, after Muslims (and 
Jews) were kicked out. Why 
pass the law, argues Spain's 
Socialist opposition, unless 
5 he means to implement it? 

_ 100 Down in El Ejido, Mus- 
tafa and his fellow Moroc- 
cans have had a late-night 
visit from local police warn- 
ing them that their shacks 
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are going to be pulled down; a first step, they 
fear, to expulsion. In an office at the other 
end of town, Mr Barranco worries about for- 
eign firms’ threats to boycott El Ejido because 
of the immigrants’ plight. He complains that 
the politicians are out of touch and out of 
their depth. “We need workers,” he insists. 
“The administration is either ignorant of the 
real situation or inefficient. Or both.” 


Babel-on-Tagus 
In Portugal the story is much the same. God’s 
successful strategy for halting construction 
of the Tower of Babel wouldn’t work there. 
With a second Lisbon airport and new stadi- 
ums for the Euro 2004 football champion- 
ship to be built, on many a construction site 
you can hear Ukrainian, Russian, Romanian 
and Moldovan, as well as Arabic and a wide 
variety of African dialects and patois. Com- 
munication, in rudimentary Portuguese or 
English, is difficult, but the work gets done. 
Portugal for decades used to export la- 
bour: in the 1960s, up to 100,000 Portuguese 
emigrated each year, and maybe 2.5m, 
equivalent to a quarter of the domestic 
population, still live abroad. Their remit- 
tances home remain an important source of 


foreign exchange and family incomes. But 
now relative prosperity is pulling in mi- 
grants from Central and Eastern Europe, as 
well as the traditional flow of workers from 
ex-colonies in Africa. At a construction site 
in the Algarve recently, inspectors found 37 
of the 200 workers were illegal immigrants. 

Portugal has always viewed itself as ra- 
cially tolerant and receptive to foreign cul- 
tures. Nearly 200,000 foreigners live there le- 
gally, about half of them Africans; in 1974, 
the year before Portugal freed its African col- 
onies, there were only 32,000. Illegals are offi- 
cially put at 35,000, unofficially at more like 
200,000. That would make 400,000 in all, 4% 
of the population, not much by European 
standards. And they are needed: with offi- 
cial unemployment down to 3.5%, labour is 
short. But the new inflows have been enough 
to strain tolerance and make immigration a 
big political issue, for the first time. 

Many of the newcomers live in appalling 
conditions in shanty towns close to the 
bridges or shopping centres that they build. 
Smuggling rings, thought to have links to East 
European mafias, ruthlessly exploit those 
who are illegal. Migration from Cape Verde 
and Guinea-Bissau has produced virtual 


ghettoes. The first generation was ready to 
accept appalling hardships, to escape abso- 
lute poverty. They want better for their chil- 
dren. So do the children. Tensions will build 
up ifit doesn’t happen. It may not. Bishop Ja- 
nuario Torgal Ferreira recently lamented 
“the tragic silence of a nation that could not 
care less about its immigrants.” Actually, 
many Portuguese do care—butin just the op- 
posite way from what he would hope. 
Whatis to be done? In 1992 and 1996, am- 
nesties for illegal immigrants helped to draw 
in more. Now Portugal has gone the other 
way:a new law aims to discourage illegal im- 
migration by the issue of temporary work 
permits, based on the forecast need for la- 
bour. Negotiations on official programmes 
are under way with Ukraine and Romania. 
Will it work? No, say immigration spe- 
cialists: the law rests on an illusion that im- 
migrants will go home when their permits 
expire. Inhumane anyway, says the left— 
and the church. Witness Bishop Torgal Fer- 
reira: “Foreigners will be let in for five years to 
build soccer stadiums, exploited by capital- 
ist sharks and then kicked out.” In fact, as 
elsewhere in the £u, they are likely to stay. 








k 
| Farewell, pan-European tax harmony? 


BRUSSELS 


FTER a common cur- 
rency for the Euro- 
pean Union, why not a 
common taxation system? 
Obvious, say keen integra- 
tionists. Not to Frits Bol- 
kestein, the £u’s Dutch 
commissioner for the in- 
ternal market, who this 
week presented a much 
heralded paper on tax pol- 
icy. Some commissioners, 
not least Pascal Lamy, the 
Frenchman who runs 
trade policy, have already 
signalled their dismay. 

The priority, says Mr 
Bolkestein, is to reduce the tax burden £u- 
wide. And don’t even attempt to harmo- 
nise national tax systems across the board. 
Granted—as Mr Bolkestein did—the £u is 
already pledged to eliminate “harmful tax 
competition”, but for him a “reasonable 
degree” of tax competition would not be 
harmful at all: it would lead to a market- 
driven convergence towards lower tax 
rates across the Union. 

As the commissioner whose brief in- 
cludes taxation, Mr Bolkestein has the 
power at least to shape the debate. But he 
will not have everything his own way. His 
proposals are already sparking a “lively de- 
bate” among his colleagues; and the com- 








Bolkestein balks 


mission will not make any 
formal proposals public un- 
til later this year. 

But the integrationists 
will not be silenced mean- 
while. Guy Verhofstadt, the 
Belgian prime minister, has 
just called for a directly lev- 
ied Eu tax to be imposed on 
all citizens in the Union. His 
words carry some weight: 
Belgium will take over the 
EU’s agenda-setting presi- 
dency in July. 

Mr Lamy’s dissent was 
more direct. He told a 
French business newspa- 
per, La Tribune, that he queried the Dutch- 
man’s whole approach, arguing that it was 
vital for the £u to mesh national policies: 
taxation was “at the heart of the problem of 
co-ordinating political and economic 
structures”. Besides, tax competition could 
undermine budgetary stability in individ- 
ual countries. And would it really cause 
their tax rates to converge? A trifle incon- 
sistently, Mr Lamy doubts that. 

Defenders of national control over 
taxes will be tempted to regard Mr Bolkes- 
tein as their flag-bearer. Certainly, by the 
ardent standards of the European Com- 
mission, he ranks as a mild Eurosceptic. Yet 
even so, some of his ideas may not go down 





too well in some eu capitals. Though his 
definition of harmful tax competition does 
not extend to basic rates of corporation tax, 
it would still target national tax breaks 
aimed at bringing in foreign investors. That 
might go down badly in Ireland, which has 
used such breaks to good effect, and is al- 
ready angry at the commission’s criticism 
of its allegedly loose fiscal policies. 

Mr Bolkestein also recommends that 
the commission should make more aggres- 
sive use of the powers it already has over 
taxation. He points out that even if it were 
to ask for extra formal powers over tax- 
ation, it would have to struggle to persuade 
governments to hand such powers over. So 
why not use the considerable tools the 
commission already has, for example over 
the Eu’s internal market? 

These rules oblige governments not to 
place obstacles in the way of free move- 
ment of goods and people. But differences 
in national tax systems, for example over 
the portability and taxability of pensions, 
could be construed as an impediment to 
labour mobility. 

Mr Bolkestein has such “distortions” in 
his sights. He even dangles the possibility 
of drafting a common set of rules for com- 
pany tax, right across the Union, rather 
than trying to correct perceived distortions 
to the single market by getting each of the 
EU’s 15 countries to adjust its own tax sys- 
tem. Mr Bolkestein may not see that as 
“harmonisation across the board”, but it is 
doubtful that all governments within the 
EU would agree with him. 
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Russia and Chechnya 





No end of war in sight 


MOSCOW 


The Russians are facing a stalemate in Chechnya; they may eventually have to 


negotiate with the rebels 


[; WAS typical that, within days of Presi- 
dent Vladimir Putin’s announcement last 
week that a large portion of Russian troops 
in Chechnya would start withdrawing, a top 
general flatly contradicted him. For the Rus- 
sians are not just hideously bogged down 
there militarily, with little prospect of an 
early peaceful settlement; their entire strat- 
egy, civil and diplomatic included, is a mess. 
No sooner has one plan been proclaimed 
than another seems to take its place. Though 
Mr Putin last month tapped his old friend 
Nikolai Patrushev, head of the rss, as the 
home-based part of the old KGB is now 
known, to take overall charge of Chechnya, 
the administration of the rebel republic is 
still a muddle. Russian politicians have com- 
plained bitterly that, with some nine central 
ministries and agencies involved, nobody 
knows whois responsible for what. 
Chechnya may be small on the Russian 
Federation’s map. But the scale of the Che- 
chen problem, if only in humanitarian 
terms, remains immense. Set against other 
civil conflicts to Russia’s west in Europe, such 
as the ones in Spain’s Basque region (where 
about 800 people have died violently over 
30-plus years) or in Northern Ireland (3,000- 
odd in about the same period), the degree of 
bloodshed and devastation in Chechnya is 
many times greater—and looks set to stay 
that way for the foreseeable future. Russian 
public support for this second post-Soviet 
war in Chechnya, though high when Mr Pu- 
tin launched it in October 1999 when he was 
prime minister, is declining. If the guerrillas 
keep going for another few years, the Rus- 
sians may yet have to face another ignomini- 
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ous settlement on Chechen terms—not un- 
like the one they signed in 1996. 

If you accept the Russians’ own figures, 
more than 15,000 fighters (2,700 of their own 
men and about 13,000 Chechen guerrillas) 
have been killed since the second war began 
15 months ago, and that does not include the 
thousands of civilians who have died. Unof- 
ficial lobbies, such as the Russian Committee 
of Soldiers’ Mothers, put their boys’ body- 
count at 6,500. 

Inany event, the killing rate has dropped 
since the Russians took back the main 
towns, including the capital, Grozny, last 
March. But recent reports show clearly that 
the war is far from over. Since fighting picked 
up again this winter, when the Russians 
hoped to take advantage of the harsh condi- 
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tions for the guerrillas, about 20 of their ser- 
vicemen have been getting killed every 
week—picked off by snipers, blown up by 
home-made mines, hit by rockets fired at ve- 
hicles and checkpoints. 

Mr Patrushev says there are 5,000 active 
Chechen fighters (contradicting a figure of 
1,500 given by the Kremlin’s spokesman a 
few days before), down from 25,000 at the 
start of the current war. About 80,000 Rus- 
sian servicemen (half of them from the regu- 
lar army) are trying to contain them. The 
idea, unless the generals stymie it, is to halve 
that figure, and to fortify some 200 village 
outposts mainly across the southern half the 
country. 

The latest Russian plan, for which the rss 
thinks it is well suited, is to assassinate the 
three key rebel leaders: Aslan Maskhadov, 
rebel Chechnya’s president; Shamil Basaev, 
its most fearsome guerrilla; and a Jordanian 
Islamic zealot known only as Khattab, 
whose global network provides much cash. 

The Russians have three broad aims in 
Chechnya, and a fourth more distant and 
fuzzy one. First, they want to give the impres- 
sion that they are “re-Chechenising” the 
place—that is to say, putting Chechens back 
in charge of the civil administration. Second, 
they want to contain the rebels militarily, 
since they realise privately that hopes of out- 
right victory in the near future are dim. 
Third, they want to prevent outsiders from 
seeing what is really going on, by controlling 
the flow of news far more tightly than before, 
so that they can act without restraint against 
the rebels and the civilians who are sus- 
pected of sustaining them. The fourth aim, 
less openly advocated for the moment, is to 
dangle the prospect of negotiation through 
intermediaries, such as liberals in the Rus- 
sian Duma. 

Creating a Chechen administration is 
proving hard, but attempts to set up civil 
courts, for instance, are being made. Akh- 
mad Kadyrov, a former mufti of Chechnya 
who is nominally in charge, is holed up in 
the Russians’ civil headquarters at Gu- 
dermes, his life in constant danger when he 
sallies out; Grozny, under the mayoralty of a 
convicted embezzler, Bislan Gantamirov, 
who is building up his own militia (already 
heavily infiltrated by rebels), is still too much 
ofa wreck to function asa capital. Few towns 
have electricity; water is delivered, if at all, in 
lorries. There are no regular flights to Grozny. 
The real Russian hub in Chechnya is 
Khankala, a military encampment, replete 
with airport, housing 20,000-odd troops just 
east of Grozny. 

The population of Chechnya, 1.3m ten 
years ago, has halved. Of the 400,000 non- 
Chechens who used to live there, all but 
20,000 have gone. Some 300,000 Chechens 
have fled, many of them west to Ingushetia. 
According to the Russians, a third of the Che- 
chens who have stayed are homeless. 

Nowhere is safe, especially south of the 
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Terek river. Kidnapping continues apace. 
Since 1999, the Russians say that more than 
400 people have been nabbed; nearly 60 for- 
eigners have been victims since the 
mid-1990s. Ransoms vary from $30,000 to 
$300,000. In one respect, this suits the Rus- 
sians: nosey foreigners, from such outfits as 
Amnesty International and Human Rights 
Watch, have been forced to stay away. This 
month, a doughty American doctor from 
Médecins Sans Frontiéres was handed back 
after a three-week ordeal; no one is sure who 
actually grabbed him. One bold human- 
rights group still collating information on the 
spot is Memorial, a Russian organisation 
based in Moscow. 

The Russian government takes journal- 
ists on occasional helicopter-borne tours. 
The only outsiders who consort with the re- 
bels usually get in by bribing Russian offi- 


cers, including those from the rss: $1,000 is 
the going rate. Those recently there say the 
rebels still move easily through the ruins of 
all the main towns, Grozny included, and 
still buy most of their weapons and ammu- 
nition from the Russians. 

While Mr Putin and his old friends from 
the KGB act tough, a handful of influential 
liberals in Moscow, including Boris Nem- 
tsov, leader of the Union of Right Forces, is 
exploring the possibility of peace—with the 
tacit backing, they hint, of the Kremlin. 
Chechnya, Mr Nemtsov says, must remain 
part of Russia, though he sounds pointedly 
vague about its final status. But he acknowl- 
edges that Mr Maskhadov, not Mr Kadyrov, 
is still the man with whom a deal must be 
done—though the rebels’ own unity is frag- 
ile. In time, President Putin may be forced, 
reluctantly, to agree. 

a 





France 


The key to a scandal? 


PARIS 


The extradition of a former top employee of the Elf oil company could 
embarrass the Socialist old guard more than ever. But it seems unlikely to 


damage the leading Socialists of today 


j eee of high political intrigue, sexual 
shenanigans and the secret service: 
France’s so-called “Elf affair’, in which a 
state-owned oil company allegedly oper- 
ated a huge slush fund during the presi- 
dency of the late Francois Mitterrand, has all 
the elements of a soap-opera. 

Take the arrest last week in the Philip- 
pines of Alfred Sirven, a fugitive from French 
justice for almost four years. As the police 
burst in on him, Elf’s 74-year-old former 
“director for general affairs” calmly opened 
the back of his mobile telephone, took out 
the memory chip, crunched it in his mouth 
and then literally swallowed its secrets. 
Bravo Mr Bond! 

The question, however, is whether Mr 
Sirven will at some point disgorge some se- 
crets and, if so, which ones and to what ef- 
fect. After all, he has boasted that he knows 
enough to “topple the Republic 20 times 
over”—an exaggeration, no doubt. But the 
investigating magistrates believe he has 
enough knowledge of Elf skulduggery to jus- 
tify his name appearing 3,649 times in va- 
rious French and Swiss judicial documents, 
not counting those which refer to the sale, 
with Elf’s help, of French frigates to Taiwan 
in 1991 or which point to the involvement in 
that transaction of Roland Dumas, Mitter- 
rand’s foreign minister and close adviser, 
now on trial in Paris for corruption. 

Most immediately interested in Mr Sir- 
ven’s eloquence or reticence are the six other 
defendants he now joins, including Mr Du- 
mas. They also number Mr Dumas’s former 
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Don’t tell Alfred 


mistress, Christine Deviers-Joncour; Loik Le 
Floch-Prigent, Elf’s former chief executive, 
who has already spent time behind bars; 
and André Tarallo, Elf’s “Mr Africa” in the 
Mitterrand era of the 1980s and early 1990s. 
All are accused of misusing public funds. Mr 
Dumas, for example, is said to have placed 
first Mr Le Floch-Prigent and then Mrs De- 
viers-Joncour in their jobs, and then to have 
benefited from the limitless expense ac- 
count enjoyed by his mistress (whose own 
description of her lobbying activities was ti- 
tled “Whore of the Republic”). 





The interest also goes beyond France, to 
its neighbour and supposed best friend, 
Germany. Although Mr Sirven was arrested 
in Manilaon February 2nd, he missed the Air 
France flight to Paris (the accompanying Fili- 
pino policeman did not have a visa), so was 
puton a Lufthansa flight to Frankfurt. Rather 
than bundle Mr Sirven on to a waiting 
French governmentaircraft, the German au- 
thorities stuck to the letter of extradition law. 
The ensuing delay annoyed the French but 
allowed a German parliamentary commit- 
tee to question Mr Sirven about Elf’s expen- 
sive purchase of a German oil refinery in 
1992, with money allegedly funnelled to the 
re-election campaign of Mitterrand’s friend, 
Germany’s then chancellor, Helmut Kohl. 

In the event, Mr Sirven politely declined 
to answer without preparation and so was 
returned to France on February 6th. There he 
was interrogated, regardless of age or state of 
health, in the early hours of the following 
morning by magistrates who have always 
seen himas the key with which to unlock the 
truth behind the Elf scandal. 

But assume Mr Sirven spills the beans, 
will the Republic really be shaken, let alone 
topple? Perhaps not. One reason is that the 
cynical excesses of the Mitterrand era, and 
the moral ambiguities of Mitterrand himself, 
have already long been explored. When Mr 
Le Floch-Prigent argues that each dubious 
Elf transaction had the approval of the So- 
cialist president, the claim has at least a ring 
of truth. Another is that France’s conserva- 
tives will hesitate to attack too hard on the 
Elf affair lest their own dubious past (for ex- 
ample, illicit party funding when President 
Jacques Chirac was mayor of Paris) comes 
under the spotlight. 

The best reason for calm, however, is the 
skill with which Lionel Jospin, the Socialist 
prime minister (and assumed rival to Mr 
Chirac in next year’s presidential election), 
has distanced his government from the Mit- 
terrand era and cultivated an image of per- 
sonal integrity. Indeed, among Mr Jospin’s 
circle, the only politician so far linked to the 
Elf affair is his former finance minister, Do- 
minique Strauss-Kahn, and then only tan- 
gentially in that a former secretary, before 
Mr Strauss-Kahn was a minister, was paid 
money by Elf into a Swiss account. 

Add to all that the refusal of Mr Jospin’s 
government on grounds of national security 
to release documents requested by the 
magistrates. Add, too, the possibility that Mr 
Sirven will use his secrets to strike a deal. The 
result will surely be a France that enjoys its 
political soap-opera, but then shrugs its 
shoulders. Whether thatis a healthy reaction 
is another matter. When Mr Chirac ad- 
dressed the nation in December, he de- 
scribed the popular view that politicians are 
“all corrupt” as a danger to democracy. In- 
deed. The trial of Messrs Sirven, Dumas and 
others is unlikely to change that view. 

a 
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Strategic Sale of Shareholding in CMC Limited (Formerly Computer Maintenance ae : 
This announcement is neither a prospectus nor an offer or invitation to the public for sale of securities 


Expression of Interest 


The Government of India (Gol) intends to disinvest 57.31% of the equity capital of CMC Limited 
through strategic sale/ESOP/other means with appropriate role in management to strategic partner. 


CMC is one of India’s leading IT companies and is engaged in computer maintenance, supply of equipment, 
systems integration, software development & exports, computer education & training and networking services. 
among other IT services. The company has 4 regional and 13 other offices in the country and branch office in | 
London, besides a wholly owned subsidiary in USA. 


Bids are invited by 30" March, 2001. Interested parties may visit website: www.cmeltd.com or contact] 
Mr.S Sekhar, DGM-Corporate Finance & Accounts, CMC Ltd., 1, Ring Road, Kilokri, New Delhi: 110014 
Tel: 91-1 1-684 4643 / 683 0087 / 691 6272; Fax: 91-1 1-684 4643 / 683 6101; e-mail: sekhar@corp.cmc.net.in 
for details regarding CMC detailed advertisement and Preliminary Information Memorandum. 





The tail boom of the RAPT 


For more Innovalue Product Informati 





iverywhere. 





3 designed for easy replacement. 


:-Mail: mitnews@cetra.org.tw 
http://taiwaninnovalue.com 


Innovalue™ gives you 
added value through innovation. 
That's the Taiwan Advantage. 


Last year, Thunder Tiger of Taiwan surprised 
model builders with a fully operational jet engine. 
Now, to their delight, comes the RAPTOR, 

a high-performance remote-controlled helicopter. 

With its 10 millimeter main shaft and strong 42 inch frame, 
the RAPTOR is built to survive the worst Saturday morning aerobatics. 
Almost every part is fabricated by Thunder Tiger which 
accounts for its exceptional quality control and Innovalue price. 
But you'll also find Innovalue in other leisure gear: 
the high tech carbon fiber bicycles from GIANT and MERIDA, 
and the power tennis rackets from PRO KENNEX. 
Innovalue will cover your product area, too. Why not reach us 


through fax or the Internet to learn more. 





a TAIWAN. Your Source for 
| a be) 
m. i 























Goran Persson, a Swede leading Europe 


Fr" Goran Persson’s office high in the Rosenbad building you 
look out across the water that laps Stockholm and stretches into 
the Baltic Sea. Brussels, the administrative capital of the European 
Union, feels a long way away from the Swedish prime minister's 
room; the Baltic states, and even Russia, feel quite close by. 

The Swedes’ distance from the heart of the Eu is more than 
geographical. Their country joined the club only in 1995. It is also 
one of three members of the Union to have balked, so far, at joining 
its new single currency; and a large majority of Swedes, according 
to their pollsters, would like to keep it that way. 

For all these reasons Eurocrats in Brussels can be a little 
haughty about Sweden’s six-month presidency of the eu, which 
allows the Swedes to set its agenda until June. One says this will be 
“a nice rest” between the turmoil of the French presidency which 
culminated in the Nice treaty in Dec- 
ember and the resumption of serious 
constitutional debate when Belgium 
takes over the presidency in the second 
half of the year. Sweden’s priorities— 
the environment, employment and 
enlargement—steer deliberately clear 
of the arguments about political inte- 
gration that excite people in Brussels. 

Yet it would be a big mistake to be 
dismissive of the Swedes and their 
prime minister. At home, Mr Persson is 
sometimes seen as rather aloof and ar- 
rogant. But such a judgment says more 
about the egalitarian Swedish way of 
thought than about his political skills. 
To an outsider, Mr Persson comes 
across as ideally suited to European 
negotiations: cheerful, shrewd and 
with a politician’s instinctive interest 
in the sticking-point of the person 
across the table. More important, 
whatever people in Brussels think, Mr 
Persson has got his priorities straight. 
He is surely right when he says that it is 
more important for the £u at last to 
make good on its promise to bring in 
the countries of Central Europe than to 
set off on yet another round of agonis- 
ing about a constitution. 

Mr Persson says boldly that, by the time he hosts the tu’s sum- 
mit in Gothenburg in June, he hopes that the Union will be able to 
offer the candidate countries what they most want—a clear target 
date for their accession. Cynics in Brussels whisper that the 
Swedes are kidding themselves if they really think they can make a 
decisive breakthrough on enlargement during their presidency. 
But Mr Persson seems to have a clear-eyed view of the difficulties 
ahead, and what he can do about them. The main nut that he 
hopes to crack is that of free movement of workers between the 
new Eu countries and the current 15, some of which, notably Ger- 
many and Austria, worry about the influx of cheap labour from 
countries like Poland. Gerhard Schröder, the German chancellor, 
has called for a seven-year transition period between the new 
members’ accession in, say, 2004 and total free movement. 

This is the sort of challenge that the political fixer in Mr Persson 
clearly relishes. The applicants are realistic, he says: they will give a 
little. As for the Germans, he indicates, without saying it straight 
out, that he thinks they too will move. A compromise is in view: 





there will be a transition period, but probably not one of seven 
long years. His personal view is that the Central European appli- 
cants have more reason to be worried about free movement of la- 
bour than the current members. Germany and the others will 
have no problems handling an influx of Polish bricklayers and 
bus-drivers. But the new members will struggle if they cannot 
hang on to their doctors and computer programmers. 

Mr Persson’s love of a good haggle, honed in years of coming 
up through Swedish municipal politics, suits him well to the nitty- 
gritty of accession negotiations. But he is also capable of taking a 
broader, strategic view of enlargement. He is already thinking seri- 
ously about the big issue that will confront the eu if and when en- 
largement is successfully completed: relations with Russia. 

Will Russia feel threatened by a European Union that encom- 
passes almost all of the European con- 
tinent, but not Russia? And what will 
the eu do about the fact that, once Po- 
land and Lithuania join, there will bea 
Russian enclave, Kaliningrad, within 
its borders? The Swedes, no longer as 
ardently neutral as they once were 
{even co-operating with Nato from 
time to time), are nonetheless keen to 
engage Russia, by stepping up techni- 
cal and financial assistance from the 
£u, with a focuson practical issues like 
upgrading the sewers of St Petersburg 
and dealing with nuclear waste, both 
of which do or may directly affect 
nearby EU countries. 

Of course, the Swedes’ focus on 
enlargement is not simply a function 
of the breadth of their European vi- 
sion. Like all other leaders within the 
EU, Mr Persson must be mindful of the 
constraints of public opinion at home. 
He knows that, though polls show 
that over 30% of Swedes want to pull 
out of the eu altogether, they also 
show that his fellow countrymen are 
the most enthusiastic of any eu citi- 
zens about enlargement. Swedes joke 
that “we want to leave the Union, and 
we want everybody else to join it.” 

Mr Persson shows little sign of being inhibited by the trickiness 
of politics at home. Long hesitant, he now thinks Sweden should 
accept the single currency, but seems in no rush to propel it that 
way. Nor does he feel that Sweden’s position outside the euro- 
zone will stop him playing a full role alongside other £u leaders. 
And, unlike many of them, he appears positively to relish the mar- 
athon bargaining sessions that characterise Union summits. At 
Nice, at three in the morning on the fourth day of negotiations, 
Gerhard Schroder almost begged to be allowed to go home to Ber- 
lin, and Tony Blair emerged vowing that the eu must change its 
way of doing business. Mr Persson concedes that perhaps the Nice 
method is not terribly efficient but it has other virtues, he main- 
tains. “There is so much time at these summits,” he enthuses, “and 
the other leaders will really listen to a good argument.” 

So can his eu counterparts look forward to another marathon 
when Sweden stages its presidency-ending summit? “Why not?” 
shrugs Mr Persson, noting that in Gothenburg in June it is just get- 
ting light again by three in the morning. 
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A BRIGHTER FUTURE? 





The sun holds such bright promise as 
a clean, renewable energy source. 


And yet for years, it’s remained out of 

reach. Clean, yet too expensive. 
So the question is: do we follow the sun 
or just turn out the lights and go home? 
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OR MAKE A DREAM COME TRUE? 


THERE A CHO LC E? 





Ignoring alternative energy is no alternative. Keeping pace 
with the world’s accelerating demand for energy and 
supplying power to remote areas require Shell to pursue 
renewable resources like solar, biomass and wind energy. 
We established Shell International Renewables with a 
US$500 million commitment to develop these new 
opportunities commercially. One of our goals is to make solar 
energy cheaper, more efficient and more accessible, 

both for businesses and homes. It’s part of our commitment 
to sustainable development, balancing economic 

progress with environmental care and social responsibility. 
So with real goals and investment, energy from the sun 


can be more than just a daydream. 
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they can turn 30% tighter. This speeds up 
docking, makes navigating safer and 

saves fuel, too. At ABB, we believe the most 
important thing we build today is 
knowledge. Because the power that will 
drive the next hundred years is the 


power of ideas. 
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A brighter future? 


OR most of the past two decades, the world has 

enjoyed exceptionally low and stable energy 
prices, but for the past couple of years or so, world 
oil markets have been on an unnerving roller- 
coaster ride: prices collapsed to around $10 a barrel 
two years ago, and soared to a ten-year high of over 
$35 last year. It was those peaks that set off a political 
crisis over petrol prices and shortages in America’s 
mid-western states last summer, and that provoked 
the fuel riots which paralysed several European 
countries in September. Now oil prices are lower, 
but remain volatile. 

Controversy over the environmental impact of 
fossil-fuel use has added an extra layer of complica- 
tion. Last November a ministerial summit on the 
Kyoto Protocol, a UN treaty among industrial coun- 
tries to curb global warming, broke up in rancorous 
disarray. Just a few weeks earlier, the California Air 
Resources Board had delighted greens and outraged 
car manufacturers by unanimously upholding its 
controversial “zero-emissions” mandate, which re- 
quires 10% of the new cars sold in the state by big 
manufacturers to meet the state’s definition of zero 
emissions by 2004. Greenery surfaced as a big factor 
in the European fuel protests too, this time at the op- 
posite end: rather than blaming the price-fixers at 
OPEC, most rioters—especially in Britain—attacked 
their own governments for levying hefty fuel taxes 
in the name of protecting the environment. 

Most recently, attention has focused on the tur- 
moil in the gas and power markets. Thanks to un- 
der-investment in gas production in recent years, 
low stocks and soaring demand, gas prices have sky- 
rocketed in the past year. A number of energy gurus 
think the natural-gas market may be facing a de- 
cade-long problem. 
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Such experts usually point to California, where 
utilities have been brought to the verge of bank- 
ruptcy by a botched deregulation of the power in- 
dustry (of which more later). This has left the firms 
exposed to spot prices for electricity fired by natural 
gas which have been as much as ten times as high as 
a year ago. The resulting debts, and the utilities’ at- 
tempts to recover them from unwilling ratepayers, 
have caused a political crisis in the country’s biggest 
and richest state and raised fears of a possible reces- 
sion there. 

But despite the recent volatility in energy mar- 
kets, comparisons with the oil shocks of recent de- 
cades are vastly overblown. For one thing, the 
causes of recent energy crises are quite different 
from those that produced the oil shocks of the 1970s 
and the lesser upsets during the Gulf war a decade 
ago. Today’s woes come at a time of peace in energy- 
producing regions. opec has been working with oil- 
consuming nations to try to stabilise energy prices. 
The spikes in natural-gas prices are causing short- 
term pain, but the price signals they send are already 
encouraging the development of more gas fields. 


No need to panic 


Also, in a reversal of the conventional wisdom of 
two decades ago, most experts now believe that oil 
and especially natural gas will remain plentiful for 
decades hence, and that the means of converting 
those fuels into useful energy, such as internal com- 
bustion engines and combined-cycle gas turbines, 
will grow ever more efficient. What is more, the 
world has become much less vulnerable to oil 
shocks: thanks to conservation, fuel switching and 
improvements in efficiency, oil’s share of industrial 
countries’ imports, and their economies’ reliance on 


The world of 
energy is being 
turned upside 


down. The best 
thing govern- 
ments can do is 
to get out of the 
way, says Vijay 
Vaitheeswaran 








6 SURVEY ENERGY 


Energy companies 
will never be the 
same again 








it, has shrunk significantly. 

Three powerful factors are now combining to 
shape the future of the energy industry: market 
forces, greenery and technological innovation. None 
of them is new, but together they are exerting strong 
pressure for change. Yet the industry’s incumbents 
tend to resist change because they have much to 
lose from it; and given the sector’s enormous and 
long-lived stock of fixed assets, a turnaround is 
bound to take time. And, confusingly, some of the 
forces for change pull in opposite directions: rising 
environmental standards may favour renewable 
energy, for example, but market reforms may choke 
off subsidies for it at the same time. 

This survey will argue that energy is indeed on 
the cusp of dramatic change. The sections that fol- 
low will show how the cross-currents at work today 
are reshaping the energy world, from the liberalisa- 
tion of power markets to the greening of the world’s 
oil giants and the advance of disruptive innovations 
such as fuel cells and distributed power. These 
changes will force energy companies to think hard 
about what they are truly good at, where tomor- 
row’s competitive threats may come from, and what 
their customers really want. They will also help 
bring modern energy to poor countries that so far 
have been left out. Ultimately, they may even pro- 
pel the world towards a cleaner and more sustain- 
able technology: hydrogen energy. 


Hand over to the market 


However, whether the world realises the full po- 
tential of these prospects depends crucially on one 
factor: government. The invisible hand may be as- 
cendant, but that does not mean the visible one has 
become irrelevant. On the contrary, during the tran- 
sition to liberalised energy markets the role of regu- 
lators and officials is vitally important. And as Cali- 
fornia’s sad example shows, governments can make 
a big difference by getting it wrong. 

All three main forces of change closely involve 
government. In pushing for deregulation, regulators 
must be willing to trust market forces: they must 
make the rules of the game clear and refrain from ar- 
bitrary interference during the transition, yet remain 
on the look-out for market abuses. And ultimately 
they must yield most of their powers to the market. 

In advocating greenery to meet their citizens’ ris- 
ing expectations, governments must be careful to 
avoid the distorting effects of such measures as ex- 
cessive petrol taxes and flip-flopping environmen- 
tal standards. There is a good case for some gov- 
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ernment support for renewable energy and other 
alternatives to fossil fuels as an insurance policy 
against the possibility of distant hazards such as 
global warming and oil depletion. However, the fi- 
nal test for all such technologies must remain the 
marketplace. 

When it comes to clean technology, the most ef- 
fective boost that bureaucrats can give to a sustain- 
able energy future is to avoid picking winners. In- 
stead, they would do better to provide a level 
playing field by scrapping the huge and usually hid- 
den subsidies for fossil fuels, and by introducing 
measures such as carbon taxes so that the price of 
fossil fuels reflects the costs they impose on the 
environment and human health. Governments 
should also ensure that incumbents do not obstruct 
the entry of nimble newcomers, and keep open a 
range of options for producing energy, including 
running existing nuclear plants to the end of their 
useful life. They should provide strong incentives 
for firms to invest in today’s creaking electricity 
grids, but also remove barriers to the spread of dis- 
tributed generation. 

Lastly, the governments of the rich world should 
do much more to help the poorer part meet its en- 
ergy needs by leapfrogging to clean technologies. 
Most of the growth in both energy demand and in 
emissions will soon come from developing coun- 
tries. If they invest in yesterday’s dirty and inef- 
ficient technologies, they will be locked into them 
for decades to come—and the whole world will suf- 
fer the consequences. Lack of energy, especially 
modern fuels, in the developing world is likely to de- 
press the productivity of billions of its workers, and 
so hold back future global economic growth. 

Taken together, these prescriptions suggest that 
successful reform will be a tricky balancing act. But 
without it, the future would look much dimmer. 
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The slumbering giants awake 


F YOU had to name the world’s largest industry, 

which would you pick? No, not information tech- 
nology or telecommunications, nor defence or car 
manufacturing. Lee Raymond, the chairman of Ex- 
xonMobil, has the answer: “Energy is the biggest 
business in the world; there just isn’t any other in- 
dustry that begins to compare.” By the reckoning of 
Booz, Allen & Hamilton, a consultancy, the turnover 
of the global energy business amounts to at least $1.7 
trillion-$2 trillion a year. The World Energy Council, 


an umbrella body for various energy interests, esti- 
mates that global investment in energy between 
1990 and 2020 will total some $30 trillion at 1992 
prices. And it is not just size that distinguishes the 
industry, says Mr Raymond: “Energy is the very fuel 
of society, and societies without access to competi- 
tive energy suffer.” 

Paradoxically, its very importance has been a 
curse for the energy business: until recently, gov- 
ernments the world over have felt that it was too 
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crucial to be left to the vagaries of the market. In 
many ways, they have ensured that oil, gas and elec- 
tricity operated outside proper market principles. 
Now, albeit in fits and starts, governments every- 
where are liberalising energy markets, and encour- 
aging consolidation, cross-fertilisation and cross- 
border trading on a scale this business has never 
seen before. The resulting competition should be 
good for consumers, who will enjoy lower prices 
and more innovative services in the long run. But 
what will it mean for the sleeping giants and local 
monopolies that have dominated the energy game 
for so long? 

It depends on whom you ask. Jeff Skilling, the 
chief executive of Enron, a highly successful energy 
brokerage, is convinced that market forces will ob- 
lige Big Oil, along with Big Coal and Big Everything 
Else, to split up into thousands of firms, each of 
which will focus on its own particular niche. Energy 
companies, he says, will no longer need to be verti- 
cally integrated, but will be “virtually inte- 
grated”—by the Enrons of the world, naturally, who 
will “wire those thousands of firms back together 
cheaply and temporarily”. Mr Skilling sums up his 
vision thus: “The energy industry is on the verge of 
massive, massive change, and it is coming fast. We 
are going to hasten this fragmentation of the busi- 
ness, and put it back together to get lower prices for 
customers.” 

Mr Skilling sounds so much of a market fanatic 
that it is tempting not to take him too seriously— 
until you consider the breathtaking success of his 
strategy. In less than two decades, Enron has grown 
from an obscure gas-pipeline concern to the world’s 
largest energy-trading company. Over the past de- 
cade, its revenues have increased nearly 20-fold, to 
over $100 billion last year. Enron’s e-commerce site, 
which handled some 550m transactions with a no- 
tional value of $345 billion in 
2000, its first full year of opera- 
tion, is the most successful In- 
ternet effort of any firm in any 
business. Only a fool would 
lightly dismiss such a success- 
ful boss’s vision. 

A rather different view of 
the industry’s future comes 
from Mr Raymond, a career 
Exxon man. He vigorously re- 
jects the suggestion that Big Oil 
is “a sunset industry run by 
old dinosaurs”. Two decades 
from now, he predicts, Exxon 
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Mr Raymond is so dogmatic in his defence of the 
status quo that it is tempting not to take him seri- 
ously either—until you consider the breathtaking 
success of his strategy, too. For years, Exxon has 
been the best-managed oil major in the world, with 
returns on capital employed far in excess of its ri- 
vals’. When the firm gobbled up Mobil two years 
ago, sceptics thought that the deal, like most mergers 
in most industries, would fail to deliver the prom- 
ised benefits. To their surprise, ExxonMobil now ex- 
pects merger synergies of $4.6 billion in the near 
term, about two-thirds higher than it had originally 
predicted. Clearly, only a fool would lightly dismiss 
such a successful boss’s vision. 


Perform or die 


Most energy chiefs are placing their bets on the fu- 
ture somewhere between those two extreme posi- 
tions. They are keeping their eye on the three factors 
that will shape that future: shareholder value, con- 
vergence and risk. Just how much the industry will 
change will depend on whether governments will 
allow these forces to take full effect, and how firms 
will respond to them. But judging by the impact 
they have had already, says David Hosein of Arthur 
Andersen, a consultancy, “The very expression ‘an 
energy company’ will no longer be helpful in ten or 
15 years.” 

First of all, energy companies will increasingly 
be judged on their financial performance, not 
merely on size or volume of output, as in the past. 
This explains why bosses in both the oil and utilities 
businesses have been going for mergers, and why 
they will come under increasing pressure to justify 
the ownership of heavy assets. 

These forces are already shaking up the utilities 
business, which in the regulated past had been the 
least innovative corner of the energy industry. In re- 

cent months, America’s FPL 
and Entergy agreed on a $27 
Royal fret ge! 





billion merger, and Germany’s 
Veba and Viag jumped into 
bed together in a $17 billion 
deal. Many more marriages 
seem likely. 

A good example of a rising 
star in this corner of the indus- 
try is Duke Energy, now one of 
America’s biggest utilities. Al- 
though the firm has lots of 
physical assets, it is also ex- 
panding the role of wholesale 
energy in its strategy. The en- 








will still be in much the same 

shape as it is today, and will still be top dog. This 
year alone, the company intends to spend over $10 
billion on proprietary technology and other invest- 
ments in its vast global asset base. Not a penny of 
that will go on renewable energy, which Mr Ray- 
mond considers a waste of money. His firm is also 
unconcerned about the threat posed by fuel-cell- 
powered cars: his scenario planners reckon that 
even under the most favourable conditions, by 2020 
such technology will reduce global oil consumption 
by less than 5%. He sums up: “Tve been through, in 
my career, five new eras in oil, and I guess maybe a 
sixth will come along. But oil and gas will continue 
to be the dominant energy for the next 25 years.” 
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ergy firm of the future, accord- 
ing to Harvey Padewer, head of Duke’s deregulated 
parts, is “one that is agile, flexible, quick on its feet; 
one that holds assets not to milk and defend them, 
but only so far as they serve as a means to an end; 
and one that understands how to manage the risks 
of an increasingly commoditised business.” That 
sounds pretty innovative. 

All very well for utilities; but is any of this rele- 
vant to oil companies? After all, the world’s biggest 
oil firms are still getting bigger: in the past three 
years, Exxon swallowed Mobil in an $82 billion deal; 
BP paid $54 billion for Amoco, and then added Arco; 
Total made a meal of Elf and Petrofina; and Chevron 
is in the midst of taking over Texaco. And oil prices 
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Renewing faith 


FTER the oil shocks of the 1970s, gov- 

ernments and companies poured 
huge sums into research on various 
forms of renewable energy. Even so, re- 
newables (excluding big dams) still 
make up less than 1% of the world’s 
commercial energy. Have they failed? 

Not necessarily, says Dallas Burtraw 
of Resources for the Future, a think- 
tank. He has examined the forecasts 
made by champions of various renew- 
able technologies over the years, and 
compared them with what actually 
happened*. What he found was that re- 
newables generally performed as well as 
predicted, or better, in terms of technol- 
ogy and cost. But most early forecasts 
had assumed that fossil fuels would 
continue to increase in price, which 
turned out to be wrong. 

Even so, some technologies—nota- 
bly wind power—are now becoming 
commercially viable. Thanks to various 
technological breakthroughs and years 
of subsidies, firms such as Denmark’s 
Vestas now manufacture wind turbines 
that in many places can compete on the 
open market. The world market for 
wind energy is growing at over 30% a 
year, albeit from a tiny base. In large 
parts of Denmark, Spain and Germany, 
wind makes up a quarter of the electric- 
ity supply. Dan Reicher, until recently 
America’s assistant secretary of energy 
for renewables, reckons that in his 
country, where wind power has been 
growing spectacularly, it could provide 
5% of all electricity by 2020, though oth- 
ers think that may be too optimistic. 

The trouble with wind and other in- 
termittent sources of energy is that they 








Every little helps 


are tricky to connect to the grid and, be- 
cause there are few cheap and efficient 
ways to store electricity, renewable elec- 
tricity cannot readily be dispatched. 
This puts renewables at a disadvantage 
in liberalised markets, because green 
generators cannot benefit from lucrative 
peak spot rates. 

In due course, it should be possible 
to fix most of these problems with new 
technologies: software that allows inter- 
mittent power sources to be connected 
safely to the grid, materials technologies 


*“Winner, Loser or Innocent Victim?”, by James 
McVeigh, Dallas Burtraw et al. Resources for the Future, 
1999. 





that make solar cells cheaper, and en- 
ergy-storage technologies such as fly- 
wheels and reverse fuel cells. At the mo- 
ment, though, most renewables are 
probably not close enough to commer- 
cial viability to attract big money from 
the private sector. 


What governments should do 


Unless, that is, government sends the 
right signals. In rich countries, carbon 
taxes would help to boost renewables. 
Sunita Narain of India’s Centre for Sci- 
ence and Environment thinks the role of 
government may be even more impor- 
tant in poor countries, where micro- 
power based on renewables is often 
cheaper than extending the grid: “The 
biggest obstacle in the way of renew- 
ables is not cost, but rather the state bu- 
reaucracy.” 

Governments can also help by 
adopting policies that encourage invest- 
ment in clean technologies, argues Rob- 
ert Gross of Imperial College in London. 
He and his colleagues want govern- 
ments to work with industry to spur in- 
novation and to help commercialise re- 
newables within liberalised markets. 

There remains a good case for gov- 
ernments to support renewables as a 
hedge against threats such as global 
warming and oil scarcity. Even fairly 
small investments made now can help 
bring forward technologies, and so 
create more options for the future. Mr 
Burtraw likens such spending to fire in- 
surance: “Just because your house 
hasn’t burnt down yet doesn’t mean 
that the insurance was a waste of 
money.” And yet governments content 
to spend vast sums on subsidising fossil 
fuels seem reluctant to spend small 
amounts on renewable energy. 














are set by the weak but persistent opec cartel as 
much as they are by the market. 

Even so, market forces are already beginning to 
change the oil industry. The recent wave of mega- 
mergers arose because institutional shareholders 
demanded better returns. The increasing cost, risk- 
iness and difficulty of finding giant oil fields in ever 
more remote corners of the world makes a good case 
for the concentration of upstream assets. Four-fifths 
of the world’s proven oil reserves remain in the 
hands of governments, so even merged giants such 
as Bp and Total are small compared with Saudi Ara- 
bia’s Aramco. 


The urge to converge 


The second big force at work in the industry is the 
convergence of the oil, gas, electricity and service 
sectors, mainly thanks to the rise of natural gas. 
Twenty years ago, western governments mistakenly 
thought that gas was scarce, and decreed it too valu- 
able to be “wasted” in power generation. No longer. 


Gas burns much more cleanly than oil or coal, so 
concerns about the environmental and health im- 
pacts of fossil fuels have boosted its use, as have re- 
cent trends in power generation. The gold standard 
in power generation today is set by combined-cycle 
turbines; tomorrow’s best bet may be micropower 
units such as fuel cells and micro-turbines. All of 
these now rely on gas. That explains why wherever 
wholesale markets for gas and power have been de- 
regulated, as in America and parts of Europe, they 
have converged as they have taken off. 

This might be expected to be good for energy 
trading companies such as Dynegy and Enron, and 
perhaps also for electric utilities such as Duke and 
its peers. But why would the big oil companies, 
which have generally shunned gas and power in the 
past, now want to get involved? Only a few years 
ago, oilmen were arguing that the cultural differ- 
ences between the different energy sectors were in- 
surmountable. Yet those same oilmen are now con- 
verging with gusto. According to Robin West of the 
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We’re not going to waste a lot 
of energy introducing ourselves. 


You already know us. 
We’re Mirant, a new global energy company formerly 
known as Southern Energy. 


We believe our energy is best spent finding opportunities: 
for our customers. That’s why we’ve brought together 
our operational excellence and risk management and 
marketing skills across one of the industry’s broadest 
global networks. It’s why we have 7,000 people 

at work on 5 continents. 


Because today, the most important thing an energy 
company can generate is opportunity. 


Wwww.mirant.com 
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Petroleum Finance Company (prc), an industry 
consultancy, one big reason is the relentless pressure 
from shareholders for financial returns. Merger syn- 
ergies and unit efficiency gains are all very well, he 
says, but there are limits to how much managers can 
squeeze out of a merged firm. 

With demand for natural gas forecast to grow 
much faster than that for oil over the next couple of 
decades, oil bosses are eagerly looking for ways to 
increase their exposure to gas-related businesses. 
Upstream, firms that once used to flare off gas as a 
useless by-product of oil exploration are now look- 
ing for ways to get it to market. One reason why BP 
gobbled up Amoco was to expand its small asset 
base in gas into a serious force. In power generation 
and marketing, Shell has a large presence through its 
joint ownership (with Bechtel, an American con- 
struction company) of Intergen. Chevron holds a big 
stake in Dynegy. Before its takeover by Chevron was 
announced last year, Texaco had contemplated a 
merger with Duke. 

Mr West's firm has looked closely at the world’s 
top energy firms, whether in oil, gas or power, by 
market capitalisation, and has found that the mar- 
kets are already rewarding those firms embracing 
convergence. 


All things to all men 
Some oil majors have even dabbled in retail provi- 
sion of electricity. One of them is Shell. Its boss, Mark 
Moody-Stuart, thinks the future will see three sorts 
of energy companies: asset managers such as Exxon, 
energy traders such as Enron, and a hybrid third 
sort: firms with big assets and market savvy that are 
not wedded to either approach but will concentrate 
on serving the customer in the most effective way. 
As it happens, Mr Moody-Stuart thinks that Shell is 
well placed to take the third course, which will pre- 
pare it for any longer-term shifts in the industry: 
“We want to meet our customers’ needs for energy, 
even if that means leaving hydrocarbons behind.” 
The third force shaping the energy business is 
probably the scariest, as the bosses of California’s 
ailing utilities will tell you: risk. In future, firms will 


live or die based on how well they manage the vo- 
latility inherent in deregulated markets—including 
the risks involved in making the transition to such 
markets. Enron’s Mr Skilling puts it this way: “It’s ab- 
solutely clear that volatility in the energy business is 
growing because of deregulation. It is irresponsible 
to shareholders not to hedge those risks.” 

Some big energy firms already have experience 
in energy trading, but many others may be over- 
whelmed. To such folk, Chuck Watson, head of Dy- 
negy, generously offers his services: “It is extremely 
difficult to manage the risks inherent in deregula- 
tion: you need both the expertise and the size. Be- 
cause I’m trading 10 to 20 billion cubic feet of gas a 
day all over North America, I can manage any sup- 
ply/demand dislocations much better than any sin- 
gle customer.” Indeed, even big energy firms are 
increasingly looking to the professionals: Electricité 
de France now relies on Louis Dreyfus, a French 
trading company, to help manage risks as Europe’s 
wholesale gas and power markets slowly open to 
cross-border competition. 

But even the most sophisticated energy firms 
may not be prepared for the biggest risk they face 
from the rise of market forces: the emergence of a 
truly disruptive innovation that changes all the 
rules of the game. As the experience of the past two 
decades in telecoms and computing has shown, the 
most powerful effect of deregulating an industry 
can be to open the door to venture capital, nimble 
entrepreneurship and technological innovation that 
allow the previously unimaginable to happen. Even 
well-run firms that dominate their industry may be 
knocked sideways by disruptive technologies such 
as personal computers and cellular telephony, as 
1BM and ATAT discovered to their cost. 

Could that happen in energy too? The better 
question to ask would be not whether, but when 
and how. Some crazy-haired visionary may even 
now be at work on a wondrously efficient, com- 
pletely clean power plant on wheels that will heat 
and light your home as well as serving as a sporty 
car. The industry has already seen some astonishing 
innovations. Why should there not be many more? 
a 





Notes from a banana republic 


OR the better part of a century, governments the 

world over have been running the power busi- 
ness as acommand-and-control monopoly. Even in 
free-market America, most people have been get- 
ting their power from stodgy local utilities unen- 
cumbered by competition. This method has its mer- 
its: most of the rich world is now wired up. But it 
conspicuously failed in the developing countries, 
where over 2 billion people still have no access to 
electricity. And now, as concerns about the reliabil- 
ity and cleanliness of grid power grow, its limita- 
tions are becoming more apparent in the industrial 
world, too. 

That explains why governments are, at long last, 
beginning to extricate themselves from the energy 
business. About half of America’s states have lib- 
eralised their power sectors, and there is now a vi- 
brant trade in wholesale gas and electricity. The 
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European Union, too, is deregulating its wholesale 
gas and electricity markets, and even in the de- 
veloping world deregulation and privatisation are 
gaining momentum. As market forces take hold, 
they promise a blossoming of competition, invest- 
ment and innovation. 

Nowhere is that promise greater than in Califor- 
nia. It is a huge and wealthy market with a long his- 
tory of progressive politics that is responsive to the 
demands ofits people. That explains why California 
led the United States in liberalising its power mar- 
kets in 1996. Yet far from enjoying the promised 
benefits of lower prices, increased reliability and 
cleaner energy, the state finds itself in a mess over 
electricity. Its two largest utilities have racked up 
debts of well over $10 billion in recent months, and 
are, in effect, bankrupt. Customers have been asked 
to pay more at the same time as having to endure 
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Energy markets are 
at last being 
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costly and annoying power cuts. Economists are 
now worried that the power crisis will tip the state’s 
flagging economy into recession, possibly dragging 
the rest of America with it. All this has caused a pop- 
ular backlash against reform. 

So what went wrong? Three things came to- 
gether: a surge in demand, fierce opposition to new 
power plants, and the politics of pork and popu- 
lism. First to demand. As computing power has 
spread to everything from the manufacture of sili- 
con wafers to toasting bagels, 
California (like everyone else) 
has defied the pundits who 
predicted that the digital 
revolution would result in pa- 


Red-hot prices 


Northern California electricity prices 
$ per megawatt-hour, peak hours 


competition and deliver lower prices for retail cus- 
tomers. Yet the way the reforms were designed made 
this unlikely to happen. One problem was that, in 
order to appease the state’s powerful utilities, offi- 
cials agreed to clauses that inhibit competition. For 
example, new retail entrants are burdened with part 
of the cost of old power stations built by incum- 
bents, which makes it hard for them to compete on 
price. When free-market prices for wholesale power 
increased in response to last summer’s supply 
squeeze, panicky officials or- 
dered prices to be capped. 
Predictably, this caused an 
even worse supply squeeze 
this winter, because the caps 








perless offices and lower elec- 
tricity consumption. Over the 
past decade, demand for 
power in the state has gone up 
by over a quarter. Some peo- 


discouraged generators from 
adding generating capacity. 
Regulators actively dis- 
couraged utilities from hedg- 
ing their price risks with de- 





ple blame this on the Internet 
and all its works. Dynegy’s 
Chuck Watson reckons that 
electricity makes up about a 
third of the overall costs of 
running the “server farms” 
that are the guts of the web. 
Increasingly, their operators 
are finding it difficult to get 
enough power from tradi- 
tional utilities. California is 
not alone in this. For example, 
Guardian it, a technology 
firm now building Europe’s 
largest web-hosting centre, 
near London, has decided to 
build its own 24mw power 
station because the grid could 
not meet its requirements. 
Sceptics say it is not the 
digital economy itself that is 
responsible for the surge in 
demand, but the improved ef- 
ficiency and increased wealth 
it has spread in California, 
which allow everybody to guzzle more power. 
Moreover, the state’s energy planners made insuffi- 
cient allowance for the demographic shifts (includ- 
ing heavy immigration) of the past ten years. 
Despite this steep rise in demand, the state’s 
utilities have built no new power plants in over a 
decade, mainly because Californians have deter- 
minedly resisted such development in their own 
back yard. When San Francisco’s local power utility 
proposed installing a floating power station on a 
barge to avert blackouts last summer, noisy objec- 
tions from greens scuppered the idea. A plan last 
year by an independent power producer for a new 
plant in San Jose, in the heart of the electricity- 
starved Silicon Valley, was strongly opposed by 
Cisco, one of the world’s largest technology compa- 
nies and a huge power-guzzler. Even a proposal to 
tap green geothermal energy was recently blocked. 
Wags now say that California has gone BANANAS 
(build absolutely nothing anywhere near anybody). 
The biggest culprit, though, is the peculiar poli- 
tics of California. When officials set out to reform 
the power sector, their stated aim was to introduce 
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rivatives, so the state’s utilities 
had to buy power on the red- 
hot spot market. On the other 
hand, regulators expect the 
market to sort out other pro- 
blems of transition all by it- 
self. “What we have in Cali- 
fornia is not a market failure; 
what we have is regulatory 
failure,’ sums up Michal 
Moore of the California En- 
ergy Commission, one of the 
state’s top regulatory bodies. 
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Nanny lets go 


According to Daniel Yergin of 
Cambridge Energy Research 
Associates (CERA), a consul- 
tancy, “California, for right or 
wrong, has caught the atten- 
tion of every politician and 
official in the world that is in- 
volved in energy because no- 
body wants to be in the posi- 
tion that the governor of 
California is in now.” He worries that would-be re- 
formers elsewhere may draw the wrong conclusion 
from California’s debacle: that liberalising energy 
markets is too risky to be worth attempting. But oth- 
ers are more optimistic. “The good news is that few 
other states have copied California’s mistakes, and 
the state can fix those mistakes; it will just take 
time,” says Mr Watson. 

Just as well, because after decades of close state 
control there is now enormous interest in liberalis- 
ing energy markets, not just in America but in much 
of the rest of the world, too. Britain, Australia, New 
Zealand and some Scandinavian countries have 
had competitive markets in gas and power for some 
time, and the rest of Western Europe is beginning to 
catch up. Even in Japan, which has long viewed 
government involvement in energy as a national se- 
curity issue, attitudes are changing, and gas and 
power markets are slowly opening up. But the most 
encouraging signs of market reform come from poor 
countries, which have suffered most from the exist- 
ing energy infrastructure. 

a 
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Will the oil run out? 


SHIMMERING pleasure palace rises up out of 

the sands outside Riyadh, the capital of Saudi 
Arabia. It is surrounded by manicured gardens and 
extensive grounds in which hundreds of exquisitely 
groomed camels disport themselves. In this overpri- 
vileged spot, the owner, a favourite prince of the rul- 
ing family, recently threw a sumptuous banquet for 
foreign dignitaries. The guest of honour was the cus- 
todian of the gooey gold that makes such opulence 
possible: Ali Naimi, Saudi Arabia’s minister of pe- 
troleum. Even Bill Richardson, then America’s en- 
ergy minister, took the trouble to attend. 

But how long will that black gold continue to 
ensure such prosperity? Mr Naimi has his answer 
ready. “I am not in the business of forecasting or 
dreaming,” he says with a wry smile, “but I am cer- 
tain of one thing: hydrocarbons will remain the fuel 
of choice for the 21st century.” 

That puts him at odds with the growing chorus 
of those (including the best-known of his predeces- 
sors, Sheikh Zaki Yamani) who say that oil’s grip on 
energy markets may soon start to weaken. The pros- 
pective scarcity of oil, the argument goes, combined 
with the instability of undemocratic Arab regimes, 
will cause a steep rise in hydrocarbons prices over 
the next two decades. The voracious demand for oil 
in the developing world will make things even 
worse. All this will speed the transition to cleaner al- 
ternatives. 

Doomsters have been predicting dry wells since 
the 1970s, but so far the oil is still gushing. Vast sums 
have been spent and professional reputations 
staked on trying to guess what proportion of the to- 
tal amount of conventional oil in the ground man- 
kind has already consumed. The extreme pessimists 
among leading geologists, such as Colin Campbell 
and Jean Laherrére, argue that depletion is now 
close to the psychologically important half-way 
mark. The extreme optimists, such as the experts at 
America’s Geological Survey, argue that this turning 
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point is still decades away. Most take up a position 
somewhere in-between. Shell’s Ged Davis expects 
the half-way mark to be reached some time be- 
tween 2015 and 2030. The International Energy 
Agency (1£A), which represents the big energy- 
consuming nations, agrees that many oil fields out- 
side the Middle East will soon mature, but does not 
expect a global supply crunch in the next 20 years. 

In the past, pundits have rarely got their oil fore- 
casts right. Nearly all the predictions made in the 
wake of the 1970s oil shocks for oil prices in 2000 
were way off the mark. America’s Department of 
Energy, for example, thought that oil at the turn of 
the century would reach $250 a barrel (at 2000 
prices). Planners at Exxon predicted a price of $100, 
which was still way out, but at least their forecast for 
oil demand in 2000 was spot on. 

One of the best forecasting records is that of 
Morris Adelman, a professor at mit. He has long in- 
sisted that oil is not only plentiful, but also that it is a 
“fungible, global commodity” that will find its way 
to markets regardless of politics, making nonsense 
of all the talk about energy security and indepen- 
dence. “Back in 1973, I predicted in The Economist 
that if the Arabs don’t sell us oil, somebody else 
will,” he recalls. One reason for his optimism has 
been the poor quality of information about reserves 
in most parts of the world. It turns out that there is 
much more oil hidden away under the earth’s sur- 
face than most people imagined back in the 1970s. 

Even Exxon says it has learned one crucial les- 
son from earlier forecasting mistakes: it greatly un- 
derestimated the power of technology. Thanks to 
advances in exploration and production technol- 
ogy, the amount of oil available has increased enor- 
mously. Even hitherto uneconomic hydrocarbons 
such as tar sands are becoming more attractive. 
Shell’s Mr Moody-Stuart says that such “non-tradi- 
tional oil will eventually behave like non-orec oil 
or marginal fields do today: if opec raises prices too 





Eventually, yes; but 
by then it might no 
longer matter 
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much, these sources will help regulate the price.” 

But can this pace of innovation continue? “You 
must be kidding: we're just getting started,” says 
Euan Baird, the boss of Schlumberger, a giant oil- 
services firm. Mr Adelman, too, accepts that tomor- 
row’s oil-exploration technology is bound to be bet- 
ter than today’s. That is why he dismisses the idea of 
an oil crisis in the short to medium term. “Scarcity is 
still assumed even by reasonable men and middle- 
of-the-road forecasters, but that is wrong. For the 
next 25 to 50 years, the oil available to the market is 
for all intents and purposes infinite.” 


Looking for a quiet life 


But scarcity is not the only reason why the world 
might move away from oil. The unnerving volatility 
of oil prices, together with growing concern about 
the environmental impact of hydrocarbons, is al- 
ready spurring the search for alternatives. In time, 
such investments might well produce innovations 
that will break oil’s near-monopoly on the global 
transport market. A quote now making the rounds 
in the energy business sums up the argument: “The 
stone age did not end because the world ran out of 
stones, and the oil age will end long before the world 
runs out of oil.” 

The past few years have provided a useful re- 
minder that price gyrations impose real pain on 
economies, at both extremes. When oil prices col- 
lapsed to around $10 a barrel in early 1999, many 
producer countries got into dire straits. When prices 
soared above $30 a barrel last year, consumer econ- 
omies got squeezed in turn. The worst-hit were 
newly industrialised countries such as Thailand 
and South Korea which, unlike the oreco countries, 
have become far more reliant on oil over the past 20 
years. 

There have been political repercussions, too. 
Several West European economies nearly ground to 
a halt last September as lorry drivers, farmers and 
other heavy petrol users revolted against high prices 
at the pump. America’s politicians faced similar 
fury over heating oil last autumn, just before the 
elections, prompting the president to release some 
oil from the government's Strategic Petroleum Re- 
serve. 

Yet volatile energy prices, however irksome, are 
clearly here to stay. The world had been lulled into a 
false sense of security by the decade-long period of 
low and stable prices following the collapse of oil 
prices in the mid-1980s (except for a brief spike sur- 





Steady on [4] 


Oil price, West Texas Intermediate, $ per barrel 
2000 prices* 
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rounding the Gulf war). Taking a longer view, how- 
ever, volatility and unpredictability in oil prices ap- 
pear to be the norm, as they are for every other 
commodity. Indeed, they seem worse under the 
fractious and ill-disciplined opec oil cartel than 
they would be either in a free market or in a strong 
monopoly. What is more, changes in the oil business 
in the past few years have had the effect of increas- 
ing volatility. According to Michael Lynch of wera, 
an economic consultancy, the decade of stable oil 
prices that consumers enjoyed until recently was 
due chiefly to a prolonged glut in production capac- 
ity. But that came to an end as demand soared and 
investment by orec producers failed to keep pace. 
Today only Saudi Arabia has significant spare ca- 
pacity. And there has been a lot of cost-cutting in the 
industry recently that has left the oil market with 
smaller stocks and therefore much more exposed to 
price spikes. If the world’s thirst for oil is to be met, 
CERA reckons that oil supply must increase by a 
quarter over the next ten years, to at least 100m bar- 
rels per day. But it calculates that world production 
capacity today is 6m barrels per day lower than it 
would have been had there been no price collapse 
two years ago. 

Mr West, the consultant, worries about bottle- 
necks in the refining and pipelines system. He 
points out that in America no one has built a new 
refinery in 20 years, despite strong growth in de- 
mand. This is because a combination of low mar- 
gins, red tape, ever tougher environmental regula- 
tions and the nimBy (not in my back yard) 
syndrome have conspired to make this part of the 
oil business thoroughly unattractive. 


The green imperative 


Asked about their biggest worry for the future, how- 
ever, most industry bosses will say greenery. At the 
global level, their main headache is climate change. 
The clearest sign of change is the progress, albeit in 
fits and starts, of the Kyoto Protocol, a pact among 
industrial countries to cut emissions of greenhouse 
gases. For years the industry tried to ridicule the san- 
dals-and-beards brigade and dismiss any scientific 
evidence suggesting that burning fossil fuels might 
contribute to global warming. Now it has softened 
its stance. 

A summit last November to discuss the Kyoto 
treaty ended in failure, but many energy firms now 
accept that national restraints on carbon emissions 
are likely to be introduced in the medium term. In- 
deed, a growing band of companies, led by sr and 
Shell, are already preparing for the day when the 
price of carbon emissions is no longer zero. Mr 
Moody-Stuart thinks the Kyoto pact is crucial be- 
cause it forces businesses to “put their best and 
sharpest minds on the task” of reducing carbon 
emissions. Other firms, notably Exxon, publicly 
scoff about global warming, but are quietly invest- 
ing huge sums in carbon-related technology. 

If oilmen are getting headaches over global 
warming, they are suffering migraines over local air 
pollution. Concerns about the environmental harm, 
and especially the effect on human health, of burn- 
ing fossil fuels have risen to the top of the agenda in 
many countries. The rich world is imposing ever 
stricter emissions standards on refineries and 
power-generation plants, as well as tightening the 
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requirements to reduce pollutants in petrol. And sunk investments in infrastructure, so strong the 
poorer countries too, as they gradually become bet- power of incumbency, so impressive the advances 
ter off, are putting pressure on energy companies to in fossil-fuel technology—and, quite possibly, so 
clean up. “Concern over the environment will not vast the remaining deposits. 

be linear, but it will be an extremely significant and If still in doubt, visit Al-Shaybah. Flying over the 
irreversible force over the longer term, especially in inhospitable expanses of Saudi Arabia’s Empty 
developing countries,” says BP’s John Browne. Like Quarter, you will see nothing but a desolate stretch 
its rival Shell, sp has made a big shift towards natural of desert, larger than France; yet tucked away under 
gas, and placed hedging bets on renewable energy the striking red sand dunes is one of the world’s larg- 





and hydrogen fuel cells as well. est oil fields. Aramco, the government oil company 
ae Meet controlled by Mr Naimi, had to invest a total of $2.5 
Drowning in oil—and loving it billion to bring the Shaybah field on stream, but 


So are the doomsayers right in predicting oil’s de- since it opened in 1999, its vast output of over 
mise, even if they are wrong about the causes? Per- 600,000 barrels a day has already repaid that invest- 
haps, but it might be a long wait. As the old lags of ment. For the next 100 years, everything it produces 
the energy business like to say, “The best substitute will be undiluted profit. And as you stare down on 
for gasoline is gasoline,” and it seems pretty plain Shaybah, consider that Saudi Arabia could develop 
that oil will be dislodged only by something that is another dozen fields of the same size without begin- 
equally cheap, easy to use and efficient—and less ning to make a dent in its proven reserves. Oil may 
polluting. Even if such a thing can be found, oil not be tomorrow's fuel, but today could go on for an 
could be around for decades yet, so great are the awfully long time. 

a 





Squeaky clean 


|g’ iai high among Colorado’s snow- an energy Internet: “We can use the energy unitin Fuel cells are the 
capped peaks is Rocky Mountain Institute,a thiscar for homes or stationary power. When linked neyt big thing 
natural-resources think-tank. Visitors in search of together by smart electronics, our customers can 

insights into the future of energy are shown the pas- buy and trade energy freely.” His boss, Jurgen 

sive-solar atrium, the super-efficient toilet and the Schrempp, was even more effusive: “The problem of 

high-altitude banana farm. But the people who run how to ensure sufficient supply of energy that is 

this place do not have their head in the clouds. environmentally friendly is the key challenge of the 

Amory Lovins, co-founder of Ri, is one of the future, and we see fuel cells as the solution.” 

world’s most energetic visionaries, and like all But Messrs Schrempp and Panik are not pundits 

visionaries he occasionally gets things wrong; but he on a mountain top: they are, respectively, the chair- 

has also got some big things spectacularly right. In man and the chief fuel-cell expert at DaimlerChrys- 

an article in Foreign Affairs back in the 1970s, in the ler, one of the biggest car makers in the world. The 

gloom after the first oil shock, he famously pre- company has already spent $600m to develop its 

dicted that improvements in energy efficiency “new electric car” (NECAR), and Mr Panik expects it 

would lead to the decoupling of economic growth will shell out another $900m or so over the next de- 

and energy use. At the time he was widely ridiculed, cade to ensure its success. Daimler now expects to 

but events have vindicated him. have fuel-cell cars on the market by 2004. 

For some years now, Mr Lovins has been mak- And it is not alone. Honda, Toyota and GM also 
ing another sweeping forecast for the future of en- say their fuel-cell cars will be ready by then, and 
ergy, and again he is sounding fanciful: “This break- others say they will follow. A number of car firms 
through will be like the leap from the steam engine and oil companies have jointly opened up a hydro- 
to the diesel locomotive, from the typewriter to the gen refuelling station for their demonstration cars 
laptop computer...it’s a really disruptive technol- near California’s capital of Sacramento. Daimler’s 
ogy.” What is this wondrous thing? With a flourish, 
he unveils a large object in the centre of the room: | 
“The HyperCar.” 

After nearly a decade of work, and with the sup- 
port of some big industrial firms, his outfit has come 
up with a concept car that it believes will be the 
clean power plant of the future: it features all- 
electric propulsion, a 100% composite body, highly 
sophisticated electronics and software, a radically 
simplified and integrated design and, crucially, a 
fuel-cell stack to power the whole thing. Some ver- 
sion of this, Mr Lovins suggests, will turn the energy 
world upside down. 

Oddly enough, only days earlier another vision- 
ary, Ferdinand Panik, had introduced a similarly 
hyper-green power plant on wheels on the other 
side of the world. At that unveiling, too, there had 
been talk of a revolution, and even the promise of Great green hope 
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Distributed power 
generation will 
end the 
long-distance 
tyranny of the grid 





top people think that in 20 years’ time fuel cells will 
power perhaps 20% of all new passenger vehicles, 
and possibly all urban buses. Ford’s chairman, Bill 
Ford, recently proclaimed: “I believe fuel cells will fi- 
nally end the 100-year reign of the internal combus- 
tion engine.” 


Of fuel cells and fallacies 


Everyone agrees that fuel cells are nifty. These big 
batteries produce energy from hydrogen and oxy- 
gen much more efficiently than a conventional car 
engine does from petrol. They run nearly silently. 
Best of all, their only by-product is harmless water 
vapour. They are already taking off in stationary 
applications, such as power generation for clusters 
of homes and factories, and are likely to appear 
soon in portable applications: laptop computers, 
cellular phones, even climate-controlled bodysuits 
for tomorrow’s soldiers. 

However, says Firoz Rasul, boss of Ballard 
Power Systems, the world’s leading fuel-cell firm, 
the big test will be the mass market for cars. The 
main obstacle is fuel infrastructure: the world is sim- 
ply not organised to deliver hydrogen on demand, 
and may not be for decades to come. Car firms and 
oil companies are now wondering whether to feed 
fuel cells with hydrogen derived from hydrocar- 
bons until the world is ready for the new fuel. 

Nor will the incumbents be standing still. Mal- 
colm Weiss and a team from mir have recently 
completed an analysis of the vehicles likely to be in 
use in 2020, which concludes that fuel cells have a 
tough time ahead of them. This is because the inter- 
nal combustion engine is not a fixed target: the con- 
ventional cars of 2020 will be far cleaner, more effi- 
cient and therefore much harder to dislodge than 
today’s new cars (which themselves emit only about 


5% of the exhaust pollutants pushed out by their 
early-1970s predecessors). 

Yet one reason why conventional cars are getting 
better all the time is that hundreds of thousands of 
engineers the world over are working to make mi- 
nute improvements to the internal combustion en- 
gine. By contrast, the number of experts working to 
develop fuel cells worldwide is no more than 5,000. 
As the promise of clean hydrogen energy moves 
closer, the chances are that the brightest sparks at 
engineering school will be drawn to this technology 
of the future. 

For reassurance that fuel cells are well on their 
way, take a trip to Ballard’s headquarters in Vancou- 
ver. If you get up early enough, you might even 
sneak a peek at Plant 1, the firm’s top-secret manu- 
facturing facility, before the workers arrive. What is 
remarkable about it is that it looks much like any 
other manufacturing plant. Fuel cells have been 
around for a century and a half, but they used to be 
strictly for mad visionaries on mountain tops. Now 
they can be produced in volume, just like most 
other pieces of machinery. The big breakthroughs 
have come in the past decade, during which Bal- 
lard’s boffins have reduced the size of the fuel cells 
needed to run a small car from that of a larder fridge 
to that of a microwave oven. 

Even the talk of “energy Internets” may not be 
so far-fetched. Peter Teagan, a director at Arthur D. 
Little, a down-to-earth technology consulting firm, 
puts it this way: “The question of fuel cells is much 
bigger than fuel cells themselves: once you have an 
electric drive vehicle, whether that is using fuel cells 
or a hybrid, you are already beyond the world of the 
internal combustion vehicle and the mechanical 
drive vehicle. It becomes trivial, even axiomatic, that 
energy will flow both ways.” 


— i 





Here and now 


OR decades, control over energy has been 
deemed too important to be left to the markets. 
Politicians and officials have been dazzled by the 
economies of scale promised by ever bigger power 
plants, constructed a long way from consumers. 
They have put up with the low efficiency of those 
plants, and the environmental harm they do, be- 
cause they have accepted that the generation, trans- 
mission and distribution of power must be con- 
trolled by the government or another monopoly. 
Yet in the beginning things were very different. 
When Thomas Edison set up his first heat-and- 
power co-generation plant near Wall Street more 
than 100 years ago, he thought the best way to meet 
customers’ needs would be to set up networks of de- 
centralised power plants in or near homes and of- 
fices. Now, after a century that saw power stations 
getting ever bigger, transmission grids spreading 
ever wider and central planners growing ever stron- 
ger, the wheel has come full circle. The bright new 
hope is micropower, a word coined by Seth Dunn of 
the WorldWatch Institute in an excellent report*. 


*“Micropower: The Next Electrical Era”, by Seth Dunn. WorldWatch 
Institute, 2000. 


Energy prices are increasingly dictated by markets, 
not monopolies, and power is increasingly gener- 
ated close to the end-user rather than at distant sta- 
tions. Edison’s dream is being revived. 

The new power plants of choice the world over 
are using either natural gas or renewable energy, and 
are smaller, nimbler, cleaner and closer to the end- 
user than the giants of yesteryear. That means 
power no longer depends on the vagaries of the grid, 
and is more responsive to the needs of the con- 
sumer. This is a compelling advantage in rich coun- 
tries, where the digital revolution is fuelling the 
thirst for high-quality, reliable power that the anti- 
quated grid seems unable to deliver. California pro- 
vides the best evidence: although the utilities have 
not built a single power plant over the past decade, 
individuals and companies have added a whopping 
6Gw of non-utility micropower over that period, 
roughly the equivalent of the state’s installed nu- 
clear capacity. The argument in favour of mi- 
cropower is even more persuasive in developing 
countries, where the grid has largely failed the poor. 

This is not to say that the existing dinosaurs of 
power generation are about to disappear. Because 
the existing capital stock is often already paid for, 
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the marginal cost of running existing power plants 
can be very low. That is why America’s coal-fired 
plants, which produce over half the country’s 
power today, will go on until the end of their useful 
lives, perhaps decades from now—unless govern- 
ments withdraw the concessions allowing them to 
exceed current emissions standards. 

While nobody is rushing to build new nuclear 
plants, old ones may have quite a lot of life left in 
them if they are properly run, as the success of the 
Three Mile Island nuclear power plant in Pennsyl- 
vania attests. After the near-catastrophic accident in 
1979 that destroyed one of the plant’s two reactors, 
the remaining one now boasts an impressive safety 
and financial record. Safety and financial success 
are intimately linked, says Corbin McNeill, chair- 
man of Exelon and the current owner of the revived 
plant. He professes to be an environmentalist, and 
accepts that nuclear power is unlikely to be the en- 
ergy of choice in the longer term: “A hundred years 
from now, I have no doubt that we will get our en- 
ergy using hydrogen.” But he sees nuclear energy as 
an essential bridge to that fu- 
ture, far greener than fossil fu- 
els because it emits no carbon 
dioxide. 


Big is out 


125 


Good old grid 
The rise of micropower does 


New utility generating units 
by year of entry into service 
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and electronics hold the key to micropower, as they 
offer new and more flexible ways to link parts of 
electricity systems together. First, today’s antiquated 
grid, designed when power flowed from big plants 
to distant consumers, must be upgraded to handle 
tomorrow’s complex, multi-directional flows. Yet in 
many deregulated markets, including America’s, 
grid operators have not been given adequate finan- 
cial incentives to make these investments. To work 
effectively, micropower also needs modern com- 
mand and communications software. 

Another precondition is the spread of real-time 
electricity meters to all consumers. Consumers who 
prefer stable prices will be able to choose hedged 
contracts; others can buy and sell power, much as 
day traders bet on shares today. More likely, their 
smart micropower plants, in cahoots with hun- 
dreds of others, will automatically do it for them. 

In the end, though, it will not be the technology 
that determines the success of distributed genera- 
tion, but a change in the way that people think 
about electricity. cera concludes that for distri- 

buted energy, that will mean 

[5]| the transition from an equip- 

ment business to a service 
business. Already, companies 
that used to do nothing but sell 
1000|! equipment are considering 
rental and leasing to make life 





not mean that grid power is |75 
dead. On the contrary, argues 
CERA, a robust grid may be an 
important part of a micro- | ,. 
power future. In poor coun- 
tries, the grid is often so 
shoddy and inadequate that 
distributed energy could well | Se Mountain! 
supplant it; that would make it 
a truly disruptive technology. However, in rich 
countries, where nearly everyone has access to 
power, micropower is much more likely to grow 
alongside the grid. Not only can the owners of dis- 
tributed generators tap into the grid for back-up 
power, but utilities can install micropower plants 
close to consumers to avoid grid bottlenecks. 
However, a lot of work needs to be done before 
any of this can happen. Walt Patterson of the Royal 
Institute of International Affairs, a British think- 
tank, was one of the first to spot the trend toward 
micropower. He argues that advances in software 
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750| easier for the user. 

Forward-looking firms 
such as ABB, a Swiss-Swedish 
250 | equipment supplier, are now 
making the shift from building 
centralised power plants to 
nurturing micropower. ABB is 
already working on developing 
“microgrids” that can electron- 
ically link together dozens of micropower units, be 
they fuel cells or wind turbines. 

Kurt Yeager of the Electric Power Research Insti- 
tute speaks for many in the business when he sums 
up the prospects: “Today's technological revolution 
in power is the most dramatic we have seen since 
Edison’s day, given the spread of distributed genera- 
tion, transportation using electric drives, and the 
convergence of electricity with gas and even tele- 
coms. Ultimately, this century will be truly the cen- 
tury of electricity, with the microchip as the ulti- 
mate customer.” 


Maximum 








Power to the poor 


FTER decades of intensive and expensive efforts 
to help the “energy poor” in developing coun- 
tries, there is little to show for it all. As the World En- 
ergy Assessment (we), a joint effort by the United 
Nations and the World Energy Council, recently 
pointed out, “The current energy system is not suffi- 
ciently reliable or affordable to support widespread 
economic growth. The productivity of one-third of 
the world’s people is compromised by lack of access 
to commercial energy, and perhaps another third 
suffer economic hardship and insecurity due to un- 
reliable energy supplies.” 
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That is clearly a big problem for poor countries. 
Increasingly, though, energy poverty is a matter of 
concern for rich countries, too, and it is in their in- 
terest to help establish a sustainable energy future 
for all the world’s inhabitants. 

If nothing else, they might feel a moral obliga- 
tion. Development experts estimate that some 2 bil- 
lion people, chiefly in the rural areas of poor coun- 
tries, lack access to electricity. But the rea thinks that 
the real number may be considerably higher, be- 
cause “access to electricity” is often defined as a grid 
extension to a village, when in many villages only a 





How market forces 
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the energy needs of 
developing 


countries 
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handful of people actually have access to that 
power. In urban areas, too, the high cost of connec- 
tion prevents many households from gaining safe 
access to electricity. 

This does not mean, of course, that they do not 
use energy, but that they use it in its least convenient 
forms—eg, charcoal, crop residues, cow dung—and 
usually in ways that are damaging to both human 
health and the environment. Such inferior fuels 
make up perhaps a quarter of the world’s total en- 
ergy consumption, and three-quarters of all energy 
used by households in developing countries. 

According to a recent analysis by Richard Ack- 
ermann of the World Bank, the costs of using infe- 
rior fuels can be staggering: he found that the urban 
areas of China alone lose some 20% of potential 
economic output because of the effect on human 
health of dirty energy use. In India, indoor air pollu- 
tion from dirty fuels causes as many as 2m prema- 
ture deaths a year, particularly among women and 
girls, who do most of the cooking. 

But altruism apart, the rich world also has a solid 
commercial motive for caring about the poor. The 
developing countries’ voracious appetite for energy 
will soon have a huge effect on the availability and 
cleanliness of the stuff the world over, and perhaps 
even on the stability of energy markets. Energy con- 
sumption in the rich world, both in absolute terms 
and on a per-head basis, has always dwarfed that in 
poor countries, but in the next few decades de- 
veloping economies, especially India’s and China’s, 





I'd rather flick a switch 


will start to catch up. The rea reckons that two- 
thirds of the increase in energy demand between 
1997 and 2020 will come from poorer countries (see 
chart 6, next page). If China and India rely heavily 
on antiquated technology to produce power from 
their plentiful local supplies of coal, they will sur- 
pass even the United States as the leading emitters of 
carbon dioxide within decades, negating any efforts 
by rich countries to curb global warming. Unless 
rich countries help poor ones leapfrog to greener 
technologies, the world could soon become a nastier 
place for everybody to live in. 

Fortunately, there are several reasons to think 
that the future for the world’s energy poor need not 
be as bleak as the past. One is the liberalisation of 
energy markets. Another, related one is the shift 
away from grandiose energy projects supported by 
international financial institutions and aid donors. 
The most powerful one, though, may be grass-roots 





activism in poor countries. Taken together, these 
forces suggest that the command-and-control, fos- 
sil-fuel-based power grid may be superseded in fu- 
ture by a nimbler, more decentralised and cleaner 
energy infrastructure that is more likely to serve the 
needs of the poor. 

The liberalisation of electricity markets now in 
progress in many developing countries is likely to 
make a big difference. Market-minded technocrats 
in many Latin American economies have encour- 
aged competition in both the generation and the re- 
tail distribution of power. Argentina has also priva- 
tised ypr, its state-run oil giant, and even allowed its 
takeover by Repsol of Spain, its former colonial 
master. China has partially privatised its big oil 
companies. Indian states are now reforming power 
distribution in an effort to stop the large-scale pilfer- 
age and waste of power. 

With a few exceptions (mainly China), all this 
may mean the death of the gigantic power project. 
In the past, central planners have lavished vast sums 
on building dams, and both nuclear and coal-fired 
power plants. Such projects were usually completed 
late and well over budget, had a much greater social 
impact than expected and turned out to be far less 
efficient than promised. 

The introduction of market reforms in the pro- 
duction and delivery of power has injected a strong 
dose of reality. Most of the money for new power 
projects in developing countries now comes from 
the private sector, so projects must be financed on 
commercial terms—and energy investors increas- 
ingly favour small, efficient power plants fired by 
natural gas or other forms of distributed generation. 

Liberalisation is also bringing down subsidies 
for fossil fuels, which will favour clean forms of dis- 
tributed generation. This matters in rich countries, 
too, but the bias in favour of dirty energy sources is 
greater in many poor countries. 


The view from below 


However, the best reason to think that a happier en- 
ergy future awaits the world’s poor comes from the 
grass roots. Contrary to conventional wisdom, peo- 
ple in poor countries do care about greenery and 
cleaner energy, and are prepared to pay for it. Local 
activists all over the developing world, encouraged 
by like-minded people in the rich world and linked 
by the Internet, are clamouring for less pollution. 

To make this possible, those people will have to 
be helped to climb up what the wea calls “the en- 
ergy ladder’: from simple biomass fuels to conve- 
nient, efficient fuels (usually liquid or gaseous) for 
cooking and heating, and to electricity for most 
other uses. But decades of experience show that 
governments alone, however generous or well- 
intentioned, cannot do the job without the market. 

“The developing world is just littered with ex- 
amples of energy projects that have failed because 
donors or governments did not think about how 
they will be maintained and paid for,’ explains 
Christine Eibs Singer of E&Co, a charity that fi- 
nances renewable energy. The key to sustainability, 
she argues, lies in helping local entrepreneurs create 
markets for the energy services that the poor actu- 
ally need and are willing to pay for, rather than 
what distant bureaucrats think is appropriate. 

It is a widespread misconception that the poor 
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A demanding task 
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cannot or will not pay for energy. The World Bank 
thinks that of the 2 billion people currently without 
access to modern energy, perhaps half are able to 
pay commercial rates for electricity; the remaining 
billion, reckons the agency, will need some gov- 
ernment subsidy. Other estimates suggest that only 
5-10% of those 2 billion people can afford to pay 
commercial rates for power, and that another 15% 
could probably afford to do so if credit were pro- 
vided. But even these more conservative sums add 
up to a market of 300m-400m households. 

Market-driven policies, topped up with targeted 
subsidies, should be able to reach many of the 13 
billion people living in what economists call abso- 
lute poverty, with incomes of less than a dollar a 
day. According to development experts, households 
are usually willing to spend about a tenth of their 
monthly income on energy, including cooking fuel. 
Even for those in absolute poverty, who typically 
have a household income of $40-60 a month, that 
would amount to $4-6 a month. Ms Eibs Singer in- 
sists that “clean energy services could be provided 
for this amount on a market-driven basis, especially 
if you can target government programmes and sub- 
sidies at this level.” 

There is ample evidence that the poor do pay, 
often heavily, for inefficient, dirty energy—say, from 
kerosene, candle wax and batteries. Indeed, they of- 
ten pay more per kilowatt than do middle-class, ur- 
ban households or wealthy farmers who benefit 
from heavily subsidised grid electricity. For exam- 
ple, families in Peru’s remote highlands on average 
spend about $4 a month on candles. For a bit more, 
they could afford the much higher-quality power 
offered by village power units: experts say that local 
entrepreneurs can turn a profit by leasing out a 
small, 35-watt solar unit, enough to power two bulbs 
and a radio, for about $80 a year. 

In Yemen, dozens of tiny private generators have 
sprung up to service households not reached by the 
inadequate grid system. Although these small oper- 
ators charge quite steep prices, even poor house- 
holds scrape together the money rather than live in 
the dark. Electricity penetration in Yemen now tops 
50% of households, far higher than in most countries 
at comparable income levels. 

E&Co tries to help locals to help themselves. It 
invests in start-up enterprises in developing coun- 
tries that want to deliver clean micropower to vil- 
lages; it also advises them on how to draw up busi- 
ness plans, sales and distribution strategies and so 
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on. The Tata Energy Research Institute (TERI), an In- 
dian think-tank, uses a similar approach. In villages 
across India, the group has helped to train local en- 
trepreneurs in setting up marketing chains, arrange 
decentralised credit and finance, and link the vil- 
lages with manufacturers of village power units. 

To make such schemes work, the user must pay 
for the services, with targeted subsidies for the very 
poorest. Experience shows that giving the stuff away 
causes a massive waste of resources. Economic in- 
centives are also needed for the private sector to 
maintain and improve those energy services. Local 
firms have tried various methods, ranging from cash 
up-front and pre-paid tokens to fee-for-service or 
leasing. The poor, it turns out, are usually excellent 
credit risks, though conventional banks in develop- 
ing countries still refuse to accept this. Innovative 
microfinance initiatives, such as lending circles, 
generally see repayment rates of 92% to 98%. 


Village power, meet market power 

But although markets can indeed help the world’s 
poorest, they offer no silver bullets. Such successful 
models as E&Co and Ter! are not easy to scale up to 
the levels of funding that the big donors are used to. 
All the same, some of those donors are increasingly 
backing the private sector in its efforts to adopt a 
market-based approach. The United Nations Foun- 
dation’s AREED (African Rural Energy Enterprise De- 
velopment) project is helping on two levels: by sup- 
porting local enterprises with business develop- 
ment services and seed capital, and by training its 
local partners in developing countries to apply mar- 
ket principles. Another example is the Renewable 
Energy and Energy Efficiency 
Fund, a commercial equity fund 
sponsored by the International 
Finance Corporation (the World 
Bank’s private-sector arm), 
which provides the investment- 
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ergy projects in developing coun- | central and 
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ergy, a Philippine NGo, explains 
her group’s work in several re- 
mote highland villages that had 
no access to grid electricity. Working with the ba- 
rangays, or local councils, her group built a micro- 
hydroelectric plant on the creek separating the vil- 
lages in order to deliver electricity to their common 
areas, Donor agencies paid for the equipment, but 
the villagers pitched in “equity” in the form of la- 
bour and local materials. They also organised them- 
selves into a management committee to run the 
plant. Those who want power for their households 
must pay for it. The project has not only brought 
power to neglected villages, but co-operation 
among the villagers on the power project has also 
ended long-running squabbles over the local creek. 
The future for the world’s poor may not be so dark 
after all. 
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Beyond carbon 


Te whole history of mankind’s use of energy is a 
history of the decarbonisation of fuels. As soci- 
eties have grown wealthier, they have been shifting 
from dirty solid fuels with a high carbon content to 
liquid hydrocarbon fuels with a lower carbon con- 
tent, and ultimately to clean-burning gases. This is 
not part of any green revolution: people the world 
over have simply used whatever fuels have been 
readily available, cheap and easy to use, moving 
from wood and hay to coal and then oil. As energy 
became easier to use, it paved the way for human 
development, and made the world a more comfort- 
able place for people to live in. 

But can this go on? John McNeill, a historian at 
Georgetown University, offers some thought-pro- 
voking figures in a recent history of the use of natu- 
ral resources in the 2oth century*. In that period, he 
reckons, the number of people on earth increased 
fourfold, but their energy use grew 16-fold. Looking 
back into the past, the comparisons become even 
more startling. The average human today uses about 
a hundred times as much energy as his ancestor did 
before the discovery of fire. Doomsayers insist that 
there are limits to growth, and that using so much 
energy is not just impractical but immoral, too. 

And yet if history offers a lesson, it is that energy 
use should be encouraged, especially in developing 
countries. Energy opens the way for all the other 
things that make life worth living. A more suitable 
target for green ire would be the gross inefficiency of 
the world’s energy systems. Lee Raymond of Exxon 
is passionate about this: “This world shouldn’t be 
wasting energy, and it absolutely does waste energy; 
we shouldn't use any natural resource inefficiently, 
as eventually the world will run out.” 

The big question for the 21st century, then, is 
how best to meet the world’s unrelenting appetite 
for energy in ways that are less harmful to the earth 
and to human health. This will involve government 
action, especially in response to people’s demands 
for greenery. There is the growing concern about 
global warming, especially in rich countries, and 
even greater worries about the local effects of energy 
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use on health and the environment. The best guid- 
ing principle is to level the playing field, and then to 
let the market get on with it. That means, for exam- 
ple, dismantling the many subsidies that prop up 
coal and other fossil fuels. It also means introducing 
a carbon tax or some other mechanism to ensure 
that prices for fossil fuels reflect the harm they do to 
human health and to the environment. 

The most powerful force for decarbonisation 
throughout the ages has been the market, and it is 
no accident that the historic decarbonisation trend 
has stalled in recent decades, when governments 
have taken to meddling in energy markets. Robert 
Hefner of the Gx Company, an American energy 
firm, points out that: “For more than 100 years, free 
markets and the ingenuity of mankind worked effi- 
ciently to decarbonise our energy systems. It was 
only in the 1950s, when governments began to tinker 
with price controls and later, reacting to cries of 
shortages by the energy industry, allocated fuels 
among sectors of consumers, that we began to recar- 
bonise the energy system.” Now, with governments 
around the world returning to free markets in en- 
ergy, the trend away from carbon looks likely to re- 
sume. Mr Hefner argues that by 2050 consumption 
of natural gas and hydrogen will surpass that of coal 
and oil, and that by the end of this century these en- 
ergy gases will have more than 75% of the global en- 
ergy market, the same as King Coal in his day. 


The age of hydrogen 

Of all the dizzying visions of the future of energy, 
this may be the most powerful. After all, hydrogen is 
the ideal energy carrier: it is abundant, it has a sim- 
ple chemistry and it produces energy perfectly 
cleanly. If scientists make a breakthrough in waste 
disposal, then it may make sense to produce hydro- 
gen from nuclear energy. If energy companies per- 
fect the technology needed to strip the carbon out of 
today’s fuels and sequester it away, then hydrocar- 
bons could be the source of that hydrogen. In the 
long term, as costs come down and efficiency im- 
proves, hydrogen may even be produced from re- 
newables such as solar energy. And on the way to 
such a future, natural gas offers a clean and readily 
available transition fuel. 

Will it happen? Quite probably, though it may 
take 25 or 50 years, or even a century. But however 
long it takes, it is clear that the world is already be- 
ginning to move beyond the age of fossil fuels and 
towards the hydrogen era. Let the revolution roll. 


* “Something New Under the Sun: an Environmental History of the 
2oth Century”, by John McNeill. Penguin Books, 2000. 
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It's one of the last unconquered 
frontiers on earth. Located in Saudi 
Arabia's Empty Quarter, 340 
kilometers (200 miles) from the nearest 
anything, Shaybah is a land of 
towering sand dunes and immense salt 
flats, with temperatures which exceed 
50°C (120°F) in the summer. But it's 
also home to an oil field containing 
billions of barrels of light crude— 
energy the world needs now and in 
decades to come. 


Saudi Aramco took up 
the challenge of 
harnessing that energy. 
In the course of the 
project, we built a 386- 
kilometer (240-mile) 
access road, laid a 645- 
km (400-mi) pipeline, and 
constructed extensive 
production, communica- 
tion, maintenance, 
support and residential 
facilities. And we did it 
in record time. One problem we faced 
was finding sand—you see, the fine 
grains of the local sand in Shaybah 
make it unsuitable for use in building 
materials. As a result, we trucked in all 
of the sand needed for the concrete that 
was poured. Now, what was once 
barren desert is a sprawling mini-city 
and a state-of-the-art industrial 
complex. 


The end result is abundant energy. 
Shaybah holds more than 14 billion 
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barrels of oil—roughly equivalent to 
the reserves of the North Sea—and 
some 25 trillion cubic feet of natural 
gas. The 500,000 barrels of oil we 
produce in Shaybah each day is 
equivalent to the daily total energy 
needs of over 10 million households. 


But Shaybah is just part of Saudi 
Aramco's story. We manage a quarter 
of the world's total oil reserves, and 





Saudi Aramco's Shaybah Field adds 500,000 barrels to the world's daily 
supply of crude oil and helps ensure a stable supply of energy. 


maintain a 10 million barrel-per-day 
production capacity, far exceeding any 
other company in the world. That oil, 
along with our integrated petroleum 
production, processing, storage and 
shipping network, helps to ensure a 
stable supply of affordable energy now, 
and well into the future. 
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The Samsung Digital Experience 


We design our products to bring joy to your world. That's why our phone includes an MP3 player. And 
why our super-sharp monitors and high-definition televisions glow with amazing color and clarity. It's the 
way our YEPP MP3 player creates the perfect soundtrack to your life. And it’s how our fun features and 
practical solutions will make your day. Enjoy your Samsung Digital Experience. We made it just for you. 
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It’s a funny old game 


Manchester United’s dominance of football has been matched by its success 
as a company; but the business side is looking increasingly rocky 


Gi ices joint marketing deal with the New 
York Yankees which Manchester United 
announced on February 7th says a lot about 
what the club has achieved. A decade ago it 
was a struggling team in a lacklustre busi- 
ness. Now it is the partner of choice for 
America’s biggest baseball team in a promo- 
tional and licensing deal. 

Good management has turned Man- 
chester United into the richest football club 
in the world by a considerable margin. A 
study by Deloitte & Touche, an accountancy 
firm, covering the 1998-99 season ranked 
United first in terms of turnover (see chart). 
In terms of profitability, the gap was wider. 
In that year, United’s pre-tax profit was a 
healthy £22.4m. Real Madrid, with a debt of 
more than £100m ($145m), would probably 
be broke if it wasn’t a football club. 

Underpinning United’s fi- 
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nances is the world’s largest fan 


United scores 


early 1990s, when the Premier League, which 
United has won six times in eight years, was 
founded. Before that, there were 20 years of 
relative failure during which Leeds, Arsenal 
and, above all, Liverpool were ascendant. 
Even then, however, United had a lotof sup- 
port—partly because of the sympathy gen- 
erated by the Munich air disaster in 1958 
which killed eight of the club’s players, and 
also because of the glamour of the Best, 
Charlton and Law era in the 1960s. “It was”, 
says Mark Oliver of Oliver and Ohlbaum, a 
media and sports consultancy, “a brand 
waiting to be rediscovered.” 

By a combination of luck and good 
management, United started winning 
games just as satellite television started up, 
and Rupert Murdoch’s sSkys began spend- 
ing big money on football. Sponsorship was 








base. A survey published this year 
by ura Sports, a Hamburg-based 
sports rights distributor, found that 
26% of European football fans 
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support outside Europe, especially 
in Asia, where there are Manchester 
United shops in Singapore, Bang- 
kok, Kuala Lumpur and Hong Kong. 
So geographically disparate is the 
club’s fan base that when last year 
the team visited the other Manches- 
ter club, Manchester City, newly 
promoted from a lower division, 
City fans held up a banner which 
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read “Welcome to Manchester”. 
And this success is a relatively 
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new phenomenon. It started in the 
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Ferguson knows Beckham’s price is rising 


also taking off at the time; and, thanks to Ed- 
ward Freedman, the club’s marketing genius, 
branded products became a big business. 
Today, merchandising and sponsorship 
bringin 26% of the club’s revenues. Both look 
likely to grow even faster in the future. Nike 
will take over worldwide merchandising 
next year, splitting the revenues with the 
club and promoting the brand, in particular, 
in both Asia and North America. The deal 
will earn United at least £300m. This season, 
Vodafone entered into a four-year shirt 
sponsorship agreement worth over £30m. 
Television income is also about to leap 
again, thanks to the Premier League's £1.3 bil- 
lion deal signed last year by sSkys and ıTv, 
and which takes effect at the beginning of 
next season. Half of the money will be distri- 
buted on the basis of the number of televi- 
sion appearances and league position—so 
United will get the lion’s share, and can ex- 
pect to earn over £25m a year. Television 
money from the uera Champions League in 
Europe also keeps on increasing. Last year, 
despite going out in the quarter finals to Real 
Madrid, United made nearly twice the op- 
erating profit—£16.9m—it made when it won 
the competition the previous year. United 
now has its own television channel, muTV, a 
joint venture with Granada and Sky, which 
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will soon be able to show Premier League 
games two days after they have been played, 
and is developing grand plans for using the 
Internet to distribute its content. 

Even the abolition of the transfer system, 
which has been forced on reluctant clubs by 
the European Union, seems likely to work in 
United’s favour. To the frustration of its 
manager, Sir Alex Ferguson, the club has re- 
fused to pay the £30m-40m transfer fees that 
clubs demand for top players, such as Ri- 
valdo, Zinedine Zidane and Luis Figo. Thanks 
to the £v’s action, transfer fees seem likely to 
disappear, and the competition to spend 
will shift to wages. As a solid business with 
fat revenue streams, United should fare bet- 
ter in that sort of competition. Nor does Un- 
ited have any reason to fear a little-noticed 
decision by urra, the European game’s rul- 
ing body, which has set other clubs trem- 
bling. It plans to introduce a licensing system 
for clubs next year, which will make sol- 
vency and transparent accounts a condition 
of playing in major tournaments. 
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But things are not quite as rosy as all that. 
United's share price has almost halved since 
the end of last season and last year’s pre-tax 
profits were 25% lower than the previous 
year’s at £16.8m, although television income 
increased by £8m. That was partly because 
United played five fewer home games, but 
the main culprit was what the outgoing 
chairman of Tottenham Hotspur, Alan 
Sugar, bitterly calls the “prune-juice ef- 
fect”—as fast as money goes in, it comes out 
the other side in the form of players’ wages. 

Thanks to its excellent youth scheme, 
which allows United to sign up good players 
early, the club has enjoyed the services of 
stars such as David Beckham and Ryan Giggs 
at well below their market value. No longer. 
Five important players’ contracts, including 
those of Mr Beckham and Mr Giggs, are up 
for renegotiation. Nobody will be surprised 
if they get at least £100,000 a week—twice the 
wages of Roy Keane, currently the club’s 
best-paid player. 

There is no obvious solution to the 
prune-juice problem. Oliver Butler, editor of 
Soccer Investor, a newsletter, suggests that to 
align the interests of players more closely 
with shareholders, they should increasingly 
be paid partly in share options. It’s a nice 
idea, but one that’s unlikely to get the atten- 
tion of players. 
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While costs continue to rise, it looks as 
though revenues may level off. Income from 
television, which will soon overtake match 
ticket sales, may be getting near its peak. Pre- 
vious deals with sSkys have probably 
worked to the broadcaster’s advantage be- 
cause they have done so much to boost satel- 
lite-dish sales. The new deal, however, is 
largely defensive—sSkys could not allow 
any other broadcaster to take football away 
from it—and could actually damage sub- 
scription growth because of the amount of 
money that BSkys will have to claw back 
from its customers. 

UEFA may also have trouble screwing 
more money from television for the Cham- 
pions League. The addition in 1999-2000 of a 
second stage and six more matches for each 
club still involved has been criticised for 
dragging out the competition. There are signs 
that the audience’s interest may be flagging 
because of too many “meaningless” 
matches. 

As for pay-per-view (ppv), the toe-in- 
the-water experiment that begins in Britain 
next season with just 40 matches is designed 
to stop the biggest clubs from running off 
with all the money. In time, it seems likely 
that Manchester United, Chelsea, Liverpool, 
and other teams with country-wide sup- 
port, will be allowed to negotiate their own 
ppv deals, as already happens in Italy. But 
that may cannibalise future subscription 
revenues, thus redistributing money from 
clubs with small fan bases to the already rich 
and reducing competition in the Premier 
League to the point that even the supporters 
of the top clubs start turning off. BSkys’s 
viewing figures for football this season are 
rumoured to be slightly down on last year, 
despite increased subscriber penetration, 
perhaps because most people decided the 
title race was over by Christmas. 

This all assumes that success on the pitch 
for United is inevitable. But at the end of next 
season, Sir Alex retires after 17 years as man- 
ager. The last time United tried to replace a 
long-serving, dominant and hugely success- 
ful manager—Sir Matt Busby—it went into 
such a tail-spin that it was relegated to the 
old second division in 1974. There’s not a 
chance of that happening again, but orderly 
successions are difficult. Gary Neville, one of 
the players to have come through the youth 
scheme to become a first team regular, re- 
cently pointed out that players who have 
known Sir Alex since they were little more 
than children will not feel the same bond 
with a new manager. 

Peter Kenyon, the newish chief execu- 
tive, is a competent professional, but choos- 
ing a replacement for Sir Alex will be by far 
the most difficult thing he has done. If he gets 
it wrong, Manchester United could be in for 
some relatively lean years. Were that to hap- 
pen, income would grow more slowly, and 
the temptation for the club to try to spend its 
way out of trouble by signing expensive new 


players would be strong. 

After the best part of a decade of excep- 
tional success, Manchester United is the 
nearest thing there is in football to a busi- 
ness. With more sponsorship and television 
money flooding in this year and next, the 
immediate future looks bright enough. But 
businesses which can’tcontrol their costs are 
inherently fragile. And football may still be 
more of a religion than a business. That is 
bad news for the United empire, and possi- 
bly the devotees in Kuala Lumpur. But it is 
cheering for fans of other English clubs, for 
whom a decade of United dominance has 
been purgatory. 





Kidnapping 


Open season 


re sorts of people generally assumed to 
be susceptible to kidnapping are aristo- 
cratic heiresses and the relatives of football 
stars; or unlucky business types snatched to 
jungle hideouts by foreign guerrillas. But in 
Britain, the business of kidnapping is less 
glamorous and more democratic. It is also 
booming: in London, where the crime is con- 
centrated, the number of kidnappings in- 
vestigated by the police has risen 16-fold in 
three years (see chart). Last month, London’s 
Metropolitan Police dealt with 11 cases of 
kidnapping, more than it encountered in the 
whole of 1998. 

Two sorts of victims largely account for 
this explosion. One is the illegal immigrant, 
smuggled into Britain and then held by the 
traffickers until his family pays a ransom, or 
his freedom is earned through slave labour. 
The victims come mainly from Fujian prov- 
ince in eastern China. Their families save up 
to pay so-called “Snakehead” gangs for a 
passage to countries in the West, but upon 
arrival in Britain the immigrants are incar- 
cerated, and often tortured. Sometimes they 
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are seized in batches by 
other Chinese trafficking 
gangs, eager to discredit 
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they do have one distinct 
advantage for the perpetra- 
tors, which they share with 
the kidnapping of immi- 
grants: the victims and their 
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by vengeance, or the collec- 
tion of unpaid drug debts, which evolve into 
ransom demands. 

According to Detective Chief Superin- 
tendent John Coles, who oversees the Met’s 
newly formed anti-kidnap unit, there is the 
realistic possibility of murder in two-thirds 
of kidnap cases. Sometimes killing is the 
main motivation, but the kidnappers con- 
sider that they might as well turn a profit be- 
fore doing the deed. A broad spectrum of 
London’s ethnic communities is involved; 
one Russian gang recently kidnapped the 
same person twice. Both sorts of kidnap, Mr 
Coles says, can involve extreme violence, 
which relatives are sometimes obliged to 


contacting the police. The 
families of Chinese victims are reluctant to 
approach the Chinese authorities, and freed 
illegal immigrants are wary of deportation. 
The associates of snatched London crimi- 
nals prefer not to attract the attention of the 
law, and indeed some victims have been 
prosecuted themselves after being liberated. 
Mr Coles says that some afflicted families 
take a day or two to weigh up the pros and 
cons of calling in the Met. 

These sorts of anxieties make it difficult 
to secure kidnap convictions, and help to ex- 
plain why, according to the National Crimi- 
nal Intelligence Service, kidnapping has his- 
torically been under-reported. Greater 
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confidence in the police may partly account 
for the rising statistics. But kidnapping does 
seem to have become more common. The 
Metis reluctant to encourage the fad by talk- 
ing about it; but on the other hand, prospec- 
tive kidnappers ought to know that the force 
retrieves all the hostages it is informed 
about, alive, with no ransom paid. Treated as 
murders waiting to happen, kidnaps are a 
top police priority, and are usually solved 
within two days. 

Of course, globalisation has created a 
boom in kidnapping in other parts of the 
world. Perilous destinations for travellers in- 
clude Columbia, Mexico, and parts of Africa 
and the Far East. Crash courses in how not to 
get kidnapped, and insurance to cover the 
ransoms, have for some years been bought 
by companies that send employees to these 
hot-spots. Gerald Moor, of Inkerman, a Brit- 
ish firm that supplies such services, says they 
are now also being sought by anxious par- 
ents, whose children are embarking on pre- 
university adventures. But on the streets of 
London, such well-heeled youths are much 
less likely to be kidnapped than are illegal 
immigrants or the denizens of the capital’s 
underworld. 

| 








High society meets 


HAT a swelegant, elegant party! The 
Press Complaints Commission’s 
glittering bash this week to celebrate its 
tenth anniversary was the nearest London 
gets to high society. In a gathering too close 
to parody for comfort, the pcc succeeded 
in bringing together Prince William, the 
heir to the throne, his father, Prince 
Charles, the royal mistress, Camilla 
Parker-Bowles, as well as pop 
stars, super-models, cabinet 
ministers, senior civil ser- 
vants and other wannabes. 
The one thing this dispa- 
rate bunch had in common 
was that most of them had 
sought the protection of the 
pcc over the past decade. 
Their principal tormentors, 
the editors of the nation’s 
tabloid newspapers, were 
there in force to greet their 
victims, so it was not surpris- 
ing that a certain frisson 
swirled around the party. 
That so many prominent 
glitterati turned up to devour 
the pcc’s canapes and rub 
shoulders with the royals is, 
no doubt, a triumph for its 
chairman, Lord Wakeham. 
He can fairly claim to have re- 
stored confidence in self- 
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regulation and saved the press from pri- 
vacy legislation. A skilled political fixer, he 
has used his chairmanship to pressure the 
press barons such as Rupert Murdoch into 
corralling their editors. 

The pcc’s code of conduct, drawn up 
by a panel of editors, is generally observed. 
Press standards have improved and com- 
plaints have fallen by nearly a third over 
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the past five years. The industry, which not 
so long ago was said to be “drinking in the 
last-chance saloon”, with self-regulation 
in terminal disrepute, is grateful. 

The party was meant to celebrate this 
success. The soap stars and the models, 
judging by the amount of drink going 
down their throats, certainly enjoyed 
themselves, as did the editors. But whether 
Prince Charles and Prince William were 
wise to associate themselves with this lot is 
doubtful. “Never sup with the enemy” is a 
good motto. At least the 
royals could tell who to avoid 
because all the guests had 
name tabs. 

Lord Wakeham, who 
helped get rid of Lady 
Thatcher without her even 
knowing, is a skilled operator. 
But this lavish party has given 
an opening to those critics 
who claim he is too close to 
the industry and too protec- 
tive of the powerful. “We're 
here to protect the vulner- 
able” was the slogan of a big 
banner that greeted the 
guests. That was not the main 
impression the evening made 
on the minds of those who 
staggered out of the grandeur 
of Somerset House, high on 
champagne and celebrity. 
The truly vulnerable were 
nowhere to be seen. 
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Irrepressibly Gordon 


HO now remembers Tony Blair’s first cabinet reshuffle, in 

the summer of 1998? But for the promotion into the cabinet 
of Peter Mandelson, and the ousting of Harriet Harman and Frank 
Field from the Department of Social Security, it was a lacklustre af- 
fair. Its one striking feature was the construction that political 
commentators were authorised to put upon it: that the prime min- 
ister had intended to clip the spreading ambitions of Gordon 
Brown, by sacking or sidelining half a dozen of the chancellor’s 
protégés, and promoting his own in their stead. 

Three years on, Mr Brown’s stock stands higher than ever. The 
chancellor is adjudicator of the five economic tests which, the gov- 
ernmentsays, will determine when Britain joins the European sin- 
gle currency. He is poised to deliver 
an election-winning budget of tax 
cuts and hand-outs. Following the 
resignation of Mr Mandelson, he 
will now command this election 
campaign alone. And all the while, 
he has been making the party's 
intellectual weather. Nobody talks 
these days about Mr Blair's “third 
way”. But at 1 Downing Street, Mr 
Brown thinks big thoughts with vis- 
itors ranging from Britain’s chief 
rabbi to James Q. Wilson, the Ameri- 
can apostle of moral revival. 

Mr Brown’s return to eminence 
has fascinated aficionados of 
Whitehall’s turf wars. In such con- 
flicts, the cabinet reshuffle is the 
equivalent of the blitzkrieg; prime 
ministers can change the balance of 
forces at a stroke. Chancellors fight 
back by attrition, a mode of warfare 
in which they enjoy a singular ad- 
vantage known as Her Majesty’s 
Treasury. Not even Mr Blair, an al- 
legedly “presidential” prime minis- 
ter who has stuffed 10 Downing 
Street with record numbers of staff, 
has anything resembling a prime 
minister’s department capable of 
matching the resources available to 
his neighbour at Number 11. 

Socomplete has the chancellor's victory been that it has begun 
to worry Parliament. The House of Commons Treasury select com- 
mittee complained last week that Mr Brown’s Treasury is exerting 
too much influence over policy areas which are properly the busi- 
ness of other departments. The mrs acknowledge that the Trea- 
sury is guardian of the public purse and must ensure that taxpay- 
ers’ money is spent efficiently. But they do not think this justifies 
the influence the Treasury now wields over the strategic direction 
of the government. Under Mr Brown, they say, the Treasury gives 
the impression of having taken over policymaking on welfare re- 
form from the Department of Social Security, and on microeco- 
nomic policy from the Department of Trade and Industry. 

One way in which the Treasury has done so is by means of the 
public-service agreements (psas) which spending departments 
are nowadays required to negotiate with the Treasury as part of 
the government's regular spending reviews. This innovation has a 
noble aim. In the past, governments have tended to measure how 
well they are doing in any particular policy area by counting the 





amount of money they are spending on it. It would plainly be bet- 
ter to measure the output of government spending than the input. 
The psas therefore set out performance targets for each depart- 
ment (the Home Office, for example is under orders to reduce do- 
mestic burglary by 25% by 2005), which are monitored by the Trea- 
sury and taken into account when it is doling out money. 

Inside the government, a lively argument is going on about 
whether a surfeit of numerical targets can have perverse effects on 
policy. Did a pledge to shorten hospital waiting lists encourage 
hospitals to give priority to minor cases? The chancellor accepts 
that he might have pushed targeting a bit far: the number of psa 
targets for the period 2001-04 has been pruned to about 160 from 
the 600 set out in 1998. But there can 
be no arguing with the fact that, 
even if for the best of reasons, the 
psas have greatly extended Mr 
Brown’s reach. 

Does this matter? Here the de- 
bate splits. A high-minded, quasi- 
constitutional debate has todo with 
good government. The Commons 
select committee thinks it wrong for 
the Treasury to set the psa targets as 
well as acting as sole judge of 
whether they have been met. mps 
would therefore like the targets to 
be monitored by an independent 
body accountable to Parliament. A 
lower sort of debate turns on 
whether Mr Brown is once again too 
big for his boots. 

The danger here is that people 
whose real objection is to Mr Brown 
will find a high-minded quasi-con- 
stitutional pretext to object to his 
growing power. Stuart Weir, direc- 
tor of Democratic Audit, a constitu- 
tion-watching think-tank, argued 
in last week’s New Statesman that 
Britain already has an over-mighty 
political executive and that the 
Treasury’s “near-monopoly” on 
policymaking reduces the checks 
and balances that other departments once provided. But, like 
some of Mr Brown’s fellow ministers, Mr Weir plainly objects not 
only to the way Mr Brown’s policies are made, but also to the (right- 
ward, even though Mr Brown is often labelled lazily as “Old” La- 
bour) tilt of the policies themselves, especially the adoption of tax 
credits instead of universal benefits and stakeholder pensions in- 
stead of the previous Labour government’s income-related pen- 
sion scheme. 

These are honest enough differences. But it seems odd to criti- 
cise Mr Brown on quasi-constitutional grounds. It is true that Mr 
Brown has detailed views on an unusually broad range of policies. 
This no doubt vexes less forceful rivals in the cabinet. But even the 
select committee concedes that the strategic direction of the gov- 
ernment is ultimately a matter for the prime minister; and the 
weight Mr Blair assigns to his various departments depends largely 
on how he sees the respective political weights of his ministers, 
Since his first blitzkrieg, Mr Blair has learnt just what a heavy- 
weight his chancellor is. It would be folly for the prime minister to 
pick another fight. 
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NEW YORK 


To cut or not to cut 





New economy or old, the slowdown is confronting corporate America with a 
familiar question: which costs to cut, and how deeply? 


HE downturn that is already gripping 

America has removed the last shreds of 
credibility from the ultra~optimistic “new 
economy” theories once espoused by Wall 
Street’s and Silicon Valley’s most gung-ho 
believers. Thanks to wondrous new technol- 
ogy, the business cycle was supposedly con- 
signed to the history books, and productivity 
would grow forever at a miraculous rate. So 
much for that: in the fourth quarter of last 
year, labour productivity grew at an annual 
rate of 2.4%, well down from the 4.3% for 
2000 as a whole. Will the slowdown prompt 
company bosses to start cutting jobs and in- 
vestment, making recession a certainty? 

If anybody should doubt that the down- 
turn is real, Cisco, a technology bellwether, 
this week missed its earnings expectations 
for the first time in over six years. According 
to John Chambers, its chief executive, 
spending by businesses on high-tech gear 
“could get worse before it starts to improve”. 
Likewise, News Corporation, a media group, 
has just announced a loss in the past quarter. 
The pain is even being felt in the executive 
suite: Korn/Ferry, an executive search firm, 
has warned of weaker profits because its cli- 
ents are hiring fewer people. 

in past recessions, productivity plunged 
because businesses could not adjust quickly 
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enough to falling demand. Firms tended to 
keep large inventories around to smooth out 
the failings in their crude demand forecasts. 
Crippled by excess inventories, they would 
lay off workers, prompting consumer confi- 
dence and spending toevaporate in a vicious 
recessionary circle. The new economy was 
supposed to be different. The extraordinary 
investment in information technology over 
the past decade brought in far more flexible 
manufacturing and just-in-time supply- 
chain systems designed to identify and re- 
spond to shocks quickly and smoothly, flat- 
tening the business cycle, if not banishing it. 
Yet in recent months, inventories have 
risen sharply (see chart), suggesting thateven 
today’s supply chains are not perfectly nim- 
ble. How worrying is this? In previous reces- 
sions, inventory as a percentage of sales 
spiked alarmingly. Because this ratio has 
been ona strong downward trend during the 
past decade, the recent spike is to a much 
lower level than before. Nonetheless, econo- 
mists at csFB point out that, adjusted for this 
trend, the recent rise in inventories is the big- 
gest since the recession of 1990-91. 
Manufacturers may now be reacting 
more rapidly to a rise in inventories than in 
the past by cutting production. The National 
Association of Purchasing Managers (NAPM) 
















































index of new orders plunged in January toa 
10-year low. This is a reliable leading indi- 
cator of future industrial production and, 
says CSFB, “suggests a massive response to 
excess inventory is in the pipeline” com- 
pared with past downturns. 

This all looks rather bleak. If manufac- 
turers get their inventories down as fast as 
possible, the fall in output could be large 
enough to ensure the economy has the two 
consecutive quarters of contraction that are 
needed to count officially as a recession. 
Worse, the manufacturing correction would 
influence managers throughout the econ- 
omy to retrench, which could then deepen 
the recession into something even worse. 
The narm non-manufacturing orders index 
plunged in January after previously holding 
up well, suggesting that a recession mindset 
may be spreading to the service sector. 


Capital punishment 


Two sorts of cuts now being agonised over 
by bosses—to investment and to the work- 
force—will prove crucial in the coming 
months. Capital spending has soared to 
15.4% of America’s Gpp, up from 9.5% a de- 
cade ago. Over half of that is rr spending. In 
terms of its contribution to growth, this in- 
vestment is even more significant: in the past 
five years, business spending on technol- 
ogy-related equipment and software ac- 
counted for one-third of real Gop growth. 
Already, business investment has 
started to edge lower. Stephen Roach, an 
economist at Morgan Stanley, thinks it could 
soon fall much more rapidly. He is sceptical 
of claims that rr investment will prove im- 
mune from the slowdown because compa- 
nies will feel they have to keep pace with 
technological change—he calls such talk 
“vendor-driven hype”. More likely, he says, 
firms will realise they donot need to upgrade 
their e-mail software every other week, or 
invest regularly in state-of-the-art servers. 
What, then, of job cuts? A recent crop of 
headlines about lay-offs at big companies, 
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such as Ge and DaimlerChrysler, gives a 
misleading impression of aggressive axe- 
wielding. It is true that things could yet turn 
fierce in the labour market. Some 134,000 
jobs were reportedly eliminated in Decem- 
ber, the most in a single month for eight 
years, according to Challenger, Gray and 
Christmas, an outplacement firm. January 
may have been even worse. Yet many of the 
announced cuts were for long-term strategic 
reasons—such as GE’s merger integration 
with Honeywell—rather than because of the 
downturn, and will take place over several 
years, mostly through attrition. 

The lack of job cuts so far may disap- 
point those new-economy theorists who 
reckon that today’s information systems 
and flexible labour market should have led 
to a speedy response. As Ian Shepherdson of 
High Frequency Economics points out, if 
firms had cut workers by enough to main- 
tain the sort of productivity growth they en- 
joyed in the first half of 2000, unemploy- 
ment, currently 4.2% of the workforce, would 
by now exceed 5%. Instead, firms have been 
“hoarding” workers. Perhaps this should not 
surprise new-economy believers. After all, 
in this economy, human capital is supposed 
to be a firm’s greatest asset, so to jettison it at 
the first sign of trouble would be horribly 
short-sighted. 

Labour-market flexibility is making it 
easier to hoard labour. Charles Schwab, a 
brokerage, has demonstrated this well by 
telling many of its workers to take days of 
unpaid leave rather than cutting jobs. Ac- 
cording to Ethan Harris, an economist at 
Lehman Brothers, the spread of profit-re- 
lated pay and flexible working hours has en- 
abled firms to adjust quickly to slowing de- 
mand with far fewer lay-offs than would 
have occurred in past downturns. The pro- 
portion of workers on flexible hours has 
nearly doubled since 1991, to almost 30%, and 
two-thirds of all workers now earn some 
variable pay (bonus, profit share and so on). 

Even as they hoard their most valued 
workers, companies can more readily shed 
temporary staff, who now account for 
nearly 3% of the workforce, up from 1.3% in 
1990. Manpower, America’s largest temp 
agency, experienced flat sales in the fourth 
quarter of last year, down from 7% growth 
year-on-year in the third quarter, as de- 
mand from manufacturers plummeted. Jef- 
frey Joerres, Manpower’s chief executive, 
says the first quarter of this year is also likely 
to be flat, although he takes some comfort 
from the fact that, so far this year, things 
have got no worse, and weakness is confined 
mostly to manufacturing. 

The next few weeks will determine 
whether a correction in manufacturing turns 
into something nastier. What is already clear, 
and makes worse scenarios more likely, is 
that growth in corporate profits is certain to 
slow this year, recession or not, due to slug- 
gish growth in demand, rising interest costs 
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(caused by refinancings of debt secured 
when long-term interest rates were lower 
than today) and accelerating depreciation 
costs. According to Bank Credit Analyst, an 
insightful newsletter, even if America can 
avoid recession, annual profit growth is 
likely to turn negative this year; and if there is 
a recession on the scale of 1990-91, operating 
profits could fall by as much as 15%. The need 
to stop profits tumbling may lead company 
bosses, ever mindful of their share options, 
to act ruthlessly—and thereby make a reces- 
sion not likely but certain. 

a 





Bertelsmann and other Stiftungs 


New chapter 


FRANKFURT 


N OLD publishing firm in a small north 
German town says that in three years’ 
time a quarter of its shares might be floated 
on the stockmarket. Big deal? When the com- 
pany is Bertelsmann, yes it is. Despite being 
based in Giitersloh, the company is a global 
media giant, spanning books, magazines, 
broadcasting and music. Lately it has been 
trying to weave the Internet into all of them. 
Always it has eschewed the stockmarket. 

Like a handful of large German compa- 
nies (see table), most of Bertelsmann’s shares 
are owned by a Stiftung (foundation). Its 
rules ensure that the company is run not 
only for profit, but also for the benefit of its 
employees and social causes. And Reinhard 
Mohn, the firm’s 79-year-old patriarch, has 
hitherto set his face against a flotation. What 
has changed? 

The answer is the media market, and the 
change has been abrupt. Bertelsmann has 
had to try various tricks to keep up with 
listed competitors. The latest is an asset swap 
with Groupe Bruxelles Lambert (GBL), a Bel- 
gian investment company. In exchange for 
GBL’s 30% share of RTL, a big European 
broadcaster, Bertelsmann is giving up 25.1% 
of its own shares—but only 25% of the voting 
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rights, leaving GB just short of a stake big 
enough to block important decisions. With 
the Mohn family and the Stiftung still in 
charge, Bertelsmann insists that it is not sell- 
ing its soul, even though cst will have the 
right to sell its stake on the stockmarket in 
three years. 

A year ago, Bertelsmann was jilted by 
AOL when the American company tied the 
knot with Time Warner. Although Bertels- 
mann employees were told then that the ex- 
isting structure was an advantage, not a bur- 
den, in fighting back, Thomas Middelhoff, 
chief executive since 1998, has wanted to take 
Bertelsmann to market from the start. 

Once the shares are floated, they will be 
a useful acquisition currency. Mr Middel- 
hoff has a long wish-list, including a pro- 
posed merger (under regulatory scrutiny) of 
Bertelsmann’s music arm with Britain’s EM1 
and a tie-up with Napster, a reforming In- 
ternet music pirate. Bertelsmann wants to get 
bigger in the American magazine business. If 
American law ever allows foreigners to own 
television stations, the firm will want to ex- 
pand into that market too. : 

People inside Bertelsmann are said to be 
astonished that Mr Middelhoff has per- 
suaded Mr Mohn tochange his mind. But for 
a while there have been signs that the com- 
pany was becoming less gentle and more 
market-minded. Mark Wössner, Mr Middel- 
hoff’s predecessor, retired from manage- 
ment at 60, in line with company tradition, 
and took over the chairmanship of both the 
supervisory board and the Stiftung; he was 
eased out only a year later. When Mr Mid- 
delhoff took over, he told employees that 
Bertelsmann would have to behave like a 
public company, even though it wasn’t one. 
The firm held its first analysts’ conference 
last November. 

Bertelsmann is following a well-trodden 
path for Stiftung-owned companies. Hertie, 
a department-store chain once owned by 
foundations, is now part of KarstadtQuelle,a 
listed retailer. Fewer than half of the shares 
in Fresenius, a maker of medical equipment, 
are now held by its Stiftung—even though 
the foundation has kept hold of more than 
half the voting rights. The management of 
Carl Zeiss, an optics firm, and Schott, a glass 
manufacturer, both owned by the same 
foundation, are looking at ways of becoming 
joint-stock companies—which would make 
it possible to sell a stake. 

However, Robert Bosch, an engineering 
and electrical-equipment firm, and the big- 
gest remaining Stiftung-owned company, is 
standing pat. Its sales, at DM61 billion ($29 
billion), are almost twice Bertelsmann’s; 
with 200,000 employees, it has almost three 
times as many people on the books. A 
spokeswoman says that journalists keep 
asking the boss, Hermann Scholl, about 
change, but “it’s not a consideration”. Where 
Bertelsmann leads, not everyone follows. 
= 
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Software 


Round three 


SAN FRANCISCO 


HE software industry is driven by ideo- 

logical punch-ups. After the operating- 
system wars of the 1980s and the browser 
wars of the 1990s, the business is now en- 
gaged in a third big fight: over the emerging 
standards for software that runs on the web. 
In the blue corner, as usual, is Microsoft, the 
victor of the last two rounds. It is touting its 
nebulous .NET initiative, announced last 
year, as the “platform” on which toconstruct 
web-based software. Chief among its oppo- 
nents is Sun Microsystems, a seller of both 
hardware and software, which unveiled its 
own approach on February 5th. Sun, crowed 
Microsoft, was racing to catch up. 

In fact, the opposite is true. In many 
ways, .NET is Microsoft’s admission that Sun 
was right all along—that software should be 
a service provided over a network, not an 
add-on to a rc. Sun, along with em, Hew- 
lett-Packard, Oracle and others, has been 
pushing this “software as a service” model 
(which conveniently relies on expensive 
hardware and software, rather than cheap 
pcs) for years; .veT is merely Microsoft's 
more pc-centric take on it. 

The result is an unusual consensus that 
the future of software lies in web-based ser- 
vices based on emerging open standards (ie, 
not owned by any particular vendor) with 
names such as soap, upp! and xMt. After 
years of pushing proprietary products that 
do not work with other companies’ offer- 
ings, big computer firms are now collaborat- 
ing on standards and competing on imple- 
mentation. 

Well, almost. Each company still has a 
few favoured proprietary technologies. 
What divides Microsoft from the rest of the 
industry is its attitude to Java, Sun’s versatile 
programming language, which allows pieces 
of software to be snapped together and re- 
used. Microsoft saw Java as a boon to pro- 
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grammers, but a threat to the dominance of 
its Windows operating system. Sun accused 
its rival of sabotage when Microsoft tried to 
link the two together. 

The result was a lawsuit, settled last 
month after four years. Microsoft agreed to 
abandon Java in favour of its own Java-like 
language, called C#, and is encouraging pro- 
grammers to switch to it. That threatens a 
schism. Programmers building web services 
must choose between Microsoft’s .NeT and 
the Java-based way favoured by the rest. 

Sun’s announcement this week was an 
attempt to clarify its software strategy and 
stand up for Java. While Microsoft bangs the 
drum for .Net, the Java-based approach 
risks losing ground until it has been given a 
snazzy name (programmers’ bosses are 
suckers for that). 

Sun has dubbed its software strategy 
ONE, which stands for Open Net Environ- 
ment. Unlike .Net, a big shift in strategy for 
Microsoft, one is really just a new name 
wrapped around Sun’s existing products, 
with the promise of more products to come 
next year. Meanwhile, Microsoft has been 
doing some rebranding of its own. It an- 
nounced on February sth that the next ver- 
sions of Windows and Office will be named 
Windows xp and Office xp; the suffix stands 
for “experience”, apparently. 

1BM and Oracle have already presented 
their visions of web services, and Hewlett- 
Packard is due todo so next week, so Sun was 
simply falling into line with one. But al- 
though the names differ, all of these Micro- 
soft rivals are essentially promoting the same 
platform, albeit with some minor variations 
(Oracle with an emphasis on databases, 18M 
with an emphasis on mainframes and Li- 
nux,and soon). The common use of Java and 
open standards means that their products 
can be mixed and matched more easily than 
in the past. It is true that this approach lacks 
the single-minded focus with which Micro- 
soft is pushing .veT. But with customers 
increasingly reluctant to commit themselves 
to a single vendor's vision, that fuzziness 
may prove to be an advantage. 
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The Internet 


Wiring the skies 


Fe some air travellers, a long flight pro- 
vides a welcome escape from the inces- 
sant demands of phone, pager and e-mail. 
For others, even an hour unwired is torture. 
Connecting to the Internet via the seat-back 
phones found on aircraft is slow, unreliable 
and expensive. A number of firms are work~ 
ing to change that. 

There are two ways to put a jumbo on- 
line. The first is to use the ground-to-air com- 
munications equipment already installed in 
many aircraft to provide a slow, narrow- 
band link to the Internet. Its limited capacity ~ 
(roughly equivalent to a single modem con- 
nection) makes access to the web for a plane- 
load of people impractical, but it is enough 
for sending and receiving e-mail, and access- 
ing popular web pages that are stored on the 
aircraft and updated every few minutes. 
This approach is being pioneered by Tenzing 
Communications of Seattle, and by Honey- 
well, which is merging with Ge. Installation 
of Tenzing’s system across Cathay Pacific’s 
fleet will begin this month. 

The second approach is to provide a 
high-speed, broadband connection to the 
aircraft via satellite. Boeing has developed 
such a system, called Connexion, which re- 
lies on an antenna originally developed for 
military use. This system is already used in a 
few private jets, and Boeing expects to begin 
installing it in commercial aircraft later this 
year. In-Flight Network (1eN), a joint venture 
between News Corporation and Rockwell 
Collins, is also taking this approach. 

As well as providing high-speed access 
to the Internet, a broadband link also allows 
aircraft to receive television signals, so that 
passengers can watch live news and sport. 
But regulatory barriers and lack of satellite 
capacity mean that broadband access is still 
acouple of years away, except for aircraft fly- 
ing within North America. Many airlines 
may therefore choose to install simpler nar- - 
rowband systems first, and upgrade to pric- 
ier but more capable broadband equipment 
later. 

How much users will have to pay has yet 
to be decided. Tenzing, Honeywell, Boeing 
and FN are all positioning themselves as 
specialist Internet service providers for air 
travellers. The idea is that airlines will apply 
their own branding to these firms’ services, 
and subscribers will then be able to log on to 
the Internet on other airlines fitted with the 
same providers’ equipment. Ric Vander- 
meulen of Boeing believes large firms will 
pay to keep their employees connected dur- 
ing long flights. Boeing favours charging by 
the hour, while Tenzing and Honeywell are 
considering per-message, per-flight and 
monthly pricing. Fn will charge a monthly 
fee comparable to a terrestrial broadband 
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One connection or two? 


connection, which costs $40 or less. 
According to one estimate, providers of 
in-flight Internet access could see revenues 
of $70 billion over the next decade. That may 
be overdoing it, but there is general agree- 
ment that the business will be more lucrative 
than in-flight telephony, which has failed to 
get going. Passengers are thought to be de- 
terred from using seat-back phones by high 
prices, the need to shout to be heard above 
the sound of the aircraft and lack of privacy. 
But there could be a simpler explanation: 
perhaps travellers on long flights simply 
want to relax, watch a film or read a maga- 
zine. Those hoping to profit from wiring the 
skies are betting otherwise. 
a 





Spanish power companies 


Turned off 


[ WAS to be the biggest merger in Spain’s 
business history, creating a giant by world 
standards. But between them Endesa, the 
country’s number one power company, and 
Iberdrola, number two, control four-fifths of 
their home market. Eager as it was to see the 
birth ofa national champion, Spain’s centre- 
right government could not ignore the threat 
to competition. On February 2nd it fixed its 
conditions for a merger. Three days later, the 
firms’ chairmen called the deal off. 

The conditions were in fact softer than 
Spain’s competition tribunal had proposed, 
but still tough enough to mean “unaccept- 
able uncertainties”, lamented Endesa’s Ro- 
dolfo Martin Villa and Iberdrola’s Iñigo 
Oriol. The joint company would be limited 
to 42% of Spain’s generating capacity, 48% of 
distribution and 40% of the final market. 

Worse—in a country where big deals are 
settled mainly in smoke-filled rooms, not in 
the market—the new group would have to 
sell its excess capacity by auction, not in cosy 
share exchanges with friendly foreign com- 
panies. On top, Spain’s competition authori- 
ties would have wide powers to modify— 
translation, speed up—the disposals. 

Worse still, the new giant would lose the 
subsidies that Spain’s once monopolistic 
power industry enjoys to meet the (alleged) 
costs of transition to a (supposedly) compet- 
itive market. The £u has cast a beady eye on 
these subsidies, but this condition could still 
have cost some $5 billion. 


And now? Markets promptly bid both 
shares sharply up, sensing new takeover 
prospects ahead. Just what prospects was 
unclear. Neither company is a pure power 
play, nor a purely Spanish one. Both have 
put large sums into telecoms; both, but espe- 
cially Endesa, have large power interests, 
and larger ambitions, in Latin America. 

Spain’s leading oil company, Repsol, 
fresh from digesting Argentina’s state- 
owned yrr, has in the past tried to lay hands 
on Iberdrola, which would fit nicely—if you 
believe notjust in gas-fired power plants but 
in vertical integration too—with Repsol’s 
45% of Gas Natural, Spain’s near-monopoly 
supplier of that fuel. But Repsol, whose ear- 
lier approaches were frowned on by the gov- 
ernment, denies any plan to try again. 

Possible foreign bidders are many. From 
Germany, there is E.oN—though not its rival 
RWE, if a bid RWE putin on February 6th wins 
an ongoing battle for Hidroelectrica del Can- 
tabrico, number four in Spanish power. 
France’s Suez Lyonnaise des Eaux and Elec- 








EW people, except conspiracy theorists, 

would have expected so public a spat as 
the one this week between the two ring- 
masters of Formula One (F1) motor racing. 
Bernie Ecclestone, a fabulously wealthy 
British motorsport entrepreneur, is at odds, 
it would seem, with his longstanding asso- 
ciate, Max Mosley, president of F1’s govern- 
ing body, the Fédération Internationale de 
P Automobile (F1A). 

Ostensibly, the dispute has broken out 
over what looked like a done deal. Last 
June, the FIA voted unanimously to extend 
Mr Ecclestone’s exclusive rights to stage 
and broadcast F1 racing, which expire in 
2010, by 100 years. For these lucrative rights, 
Mr Ecclestone was to pay the r1a a mere 
$360m in total, and only $60m immedi- 
ately. The Fra claims that Mr Ecclestone 
has not made the payment of $60m, a 
claim denied by Mr Ecclestone, who insists 
the money has been placed in an escrow 
account. Mr Mosley has asked Mr Eccles- 





A curious battle at Formula One 


tone to pay up or risk losing the deal for the 
F1 rights after 2010, perhaps to a consor- 
tium of car makers that own F1 teams. For 
his part, Mr Ecclestone has, rather theatri- 
cally, accused Mr Mosley of “trying to do 
some extortion”. 

What is going on? Only three things 
can be stated with confidence. First, the 
idea that Mr Ecclestone cannot find the 
$60m is ludicrous: his family trust is not ex- 
actly short of cash, having raised around $2 
billion in the past two years. Second, it 
would not be in Mr Ecclestone’s long-term 
financial interest to forgo a deal which 
could only enhance the value of his fam- 
ily’s remaining 50% stake in sLec, the hold- 
ing company for the group of companies 
that runs the commercial side of F1. Third, 
the timing of the dispute is very interesting. 

Why? Because the other 50% stake in 
SLEC, owned by Em.Tv, a debt-ridden Ger- 
man media company, is up for sale. EM.Tv 
badly needs to sell this stake in the near fu- 


ture to keep its bankers at bay. The uncer- 
tainty created by the dispute between Mr 
Ecclestone and Mr Mosley might depress 
the value of Em.tTv’s holding. Could that 
work to Mr Ecclestone’s advantage? Quite 
possibly. The lower the value of EM.Tv’s 
stake, the higher the relative value of an op- 
tion Mr Ecclestone holds to sell a further 
25% Of SLEC toEM.TV for around $1 billion— 
and the better the deal Mr Ecclestone 
might be able to extract for surrendering 
the option. Whoever buys Em.tTv’s stake in 
SLEC will have to negotiate with Mr Eccles- 
tone over this instrument. The Economist 
understands that Mr Ecclestone has the 
right to veto a plan proposed last Decem- 
ber by Kirch, a privately owned German 
media group, to buy half of em.tv’s hold- 
ing for $550m. 

In the coming weeks, Mr Ecclestone 
will doubtless be deploying his formidable 
negotiating skills to best advantage. It 
would be rash to bet against his securing a 
good deal out of Em.tv’s difficulties. His 
dispute with the Fra may then be easily re- 
solved. As usual, he holds all the cards. 
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See some exotic Singapore locals take flight, 
then tee off at an award-winning golf course 
in Indonesia. Shop in the city of the future, 
then journey back in time to a 16th century 
Buddhist temple. Try some spicy fish-head 
curry, then explore the exotic Spice islands. 
Discover an underwater world of marine 
life, then climb one of Asia’s tallest 
volcanoes. Between them, Singapore and 
Indonesia offer the discriminating traveller 
a breadth of experiences that is unrivalled 
in all of Asia. From the luxury, sophistication 
and multi-cultural heritage of cosmopolitan 
Singapore to the adventure and breathtaking 
natural diversity of Indonesia, experience 
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tricité de France (EDF) might also be tempted, 
but EpF could expect to be ruled out by the 
Spanish government’s dislike of state- 
owned companies. 

Nothing says, though, that Endesa and 
Iberdrola will not now pursue their own am- 
bitions to expand; Iberdrola this week 
hinted at just that. And there’s another pos- 


sibility. Though calling off the merger was 
strictly the two companies’ business, Spain’s 
economy minister, Rodrigo Rato, said curtly, 
the government would certainly have pre- 
ferred it to go ahead. Imagine a bit of arm- 
twisting and give-and-take on both sides, 
and the on-off marriage just might, one day, 
turn out to be on again. 

a 





Business and AIDS 


The worst way to 


JOHANNESBURG 


lose talent 


South African firms are struggling to cope as AIDS spreads 





EVERAL workers are in- 

vited on toa stage and told 
tostand inaline. The first is of- 
fered a piece of chewing gum. 
After he spits it out, the second 
is asked to chew it too. He re- 
fuses, prompting a discussion 
of when and why people.are 
prepared to share body fluids. 
This is industrial theatre, one 
of the methods by which 
South African firms try to per- 
suade their staff to sleep around less. A typ- 
ical South African company can expect a 
fifth of its workforce to die of Arps in the next 
decade, so managers have little choice but to 
meddle with employees’ sex lives. 

South Africa is not the only nation reel- 
ing from aps, but it is the only place that 
combines a relatively industrialised econ- 
omy with a plague of such proportions. 
Managers trying to cope with the epidemic 
have few precedents to follow. They receive 
little help from government. South Africa’s 
President Thabo Mbeki equivocates on the 
question of whether the Hiv virus causes 
Arps; his health minister distributed a docu- 
ment last year alleging the virus was created 
by westerners to kill Africans; the national 
AIDs-prevention campaign is incoherent. 

So South African firms have to set up 
their own prevention programmes. Some 
started putting free condoms in company 
toilets as much asa decade ago, but thisis not 
enough. Employees have to be induced to 
use them. Miners and truck drivers are par- 
ticularly reckless. Miners in South Africa are 
traditionally migrants, living in single-sex 
hostels far from their families for most of the 
year. Their regular wages attract prostitutes. 
Their hazardous jobs can make them care- 
less of other risks. By one estimate, a quarter 
of South African miners are HIV-positive, 
along with almost a fifth of workers in con- 
struction. Industries with better-educated 
workers are less affected: fewer than a tenth 
of bank employees, for example, have H1Vv. 

Mining firms claim some success in in- 
fluencing their workers’ nocturnal habits, 
though hard evidence of changed behaviour 


Plagued 
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is scanty. AngloGold, the larg- 
est gold-mining company, 
hands out aps leaflets in va- 
rious African languages to 
miners and their girlfriends, 
and hires specialists to train 
“peer educators’—miners who 
teach other miners about safe 
sex, as well as prostitutes who 
teach other prostitutes. 

South African Breweries 
(sas) conducts role-playing 
exercises to show how fast infection can 
spread. A group of employees is given a cup 
each of a milky liquid, and told to act out a 
series of dates. When a couple decides to 
have “unprotected sex”, they mix their liq- 
uids. One cup is invisibly contaminated at 
the beginning. When all are tested at the end, 
most usually are contaminated. 

Both AngloGold and sas offer voluntary 
HIV testing and counselling, and free treat- 
ment for other sexually transmitted diseases. 
These can be cured cheaply with antibiotics, 
and doing so reduces perhaps fiftyfold the 
chance that the urv virus will be transmitted 
during sex. Anecdotal evidence suggests 
these efforts have been effective, but the pic- 
ture is still grim. In 1998, some 24% of Anglo- 
Gold’s employees (including office staff) 
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A hazardous profession 
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had Hiv; among those who had other sexu- 
ally transmitted diseases, the figure was 53%. 
sas has not looked for H1v among its staff, 
for fear that the data could leak and deter 
customers from drinking its products. 

The impactof arps on profitability is un- 
predictable, but probably huge. By 2015, 
South Africa’s population is expected to be 
23% smaller than it would have been with- 
out Arps, and per capita income no higher 
than today. This will affect demand for 
everything that South African firms sell. 

As workers sicken, they produce less and 
claim more health benefits. When they die, 
companies often have to pay large death 
benefits to their families. Given South Af- 
rica’s high unemployment, unskilled work- 
ers are easy to replace, but skilled and semi- 
skilled workers are not. Mondi, a paper- 
maker, trains staff to perform- several 
different jobs, so that if one person falls ill, 
the paper mill need not stop rolling: Some 
multinationals are taking a-different tack, 
hiring as many as three-workers for each 
skilled position, to ensure that replacements 
are on hand when trained workers die. 

By one estimate, each rv infection costs 
a South African firm roughly twice the in- 
fected worker’s annual salary. But if the 
worker can be kept alive for three years lon- 
ger than the average local iv sufferer, that 
cost can be reduced by a quarter. Thus it can 
make sense to provide senior managers with 
costly drugs, of the sort that keep Hrv suffer- 
ers in rich countries alive. For unskilled 
workers, several cheaper tactics are cost-ef- 
fective. Drugs to prevent tuberculosis, for ex- 
ample, cost only $5 a year and can keep HIv- 
positive workers alive for three extra years. 

Mondi hasan impressive-sounding pro- 
gramme to keep HIv-positive workers 
healthy. The skilled have health insurance 
thatcovers even triple-cocktail therapy—the 
best and costliest drugs. Unskilled workers 
can get cheaper drugs and nutritional sup- 
plements from company clinics, and train- 
ing to help them move from heavy work, 
such as logging, to lighter tasks. But because 
most workers imagine that they are not at 
risk, few get tested. 

Arps hurts uninfected employees too. As 
more workers fall ill, company health 
schemes will become meaner. If too many 
die, companies will no longer be able to 
compensate each bereaved family so well. 
For many firms, the only way to cope is to 
employ fewer people. Machines and sub- 
contractors are rapidly replacing permanent 
staff. Mondi’s forestry division, for example, 
has only a quarter of the employees it had 
four years ago. sAB’s truck drivers are now 
largely independent contractors. Arps is not 
the only reason for subcontracting: South 
Africa’s burdensome labour laws provide 
another incentive. Until there is a cure, South 
African firms will have no choice but to be 
less generous when coping with arps. 
= 
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c6 O SURPRISES”, reads the sign on 

Hartmut Mehdorn’s desk. “It’s for- 
bidden here,” he says, whether good news or 
bad. Surprises, you suspect, were easier to 
avoid at Heidelberger Druckmaschinen, a 
successful maker of printing machinery, 
than they are at Deutsche Bahn (ps), Ger- 
many’s state-owned railway company, 
where Mr Mehdorn has been in charge since 
December 1999. When he took over at Hei- 
delberger Druck, Mr Mehdorn spent two 
weeks working as an ordinary employee, to 
observe the firm’s strengths and weaknesses 
without being recognised. Once he was ap- 
pointed to run pe, he says, a repeat was out 
of the question, because his face quickly be- 
came too well known. 

Pity. The state of ps was one of those sur- 
prises Mr Mehdorn dislikes so much. Since being registered as a 
commercial (though still state-owned) company in 1994, it had 
seemed to be chugging along nicely. Between 2000 and 2004, ac- 
cording to its own plans, it was expected to rattle up profits of 
DM10.6 billion ($5.6 billion) and to prepare for a stockmarket flota- 
tion. But one problem after another popped up, often uncovered 
by managers a rung or more down from the top—alerts that 
should have come from the management board, four of whose 
members were sacked last year. Grand projects, such as a new link 
between Cologne and Frankfurt, were running hugely over budget 
and behind schedule. Old signals needed upgrading. Thousands 
of points needed replacing (to find out how many, retired pp em- 
ployees were sent out to walk the tracks). Low expenditure flat- 
tered the accounts, and the German goverment was more than 
happy to stump up much less than the DM9 billion-1o billion a 
year it had promised to provide for infrastructure. 

Now, says Mr Mehdorn, ps must “clear up and invest”. For ex- 
ample, he plans to buy new locomotives, which will need less 
maintenance than the present ageing fleet and allow some repair 
shops to be closed. His revised figures, published last November, 
say that ps will lose a net DM4,7 billion in 2000-04 (see chart): bad 
enough, according to Reinhard Klimmt, the then transport minis- 
ter, to take privatisation “off the table”. McKinsey, the consultancy 
Mr Mehdorn asked to tot up the sums, reckoned that the losscould 
be several billion p-marks more. 

However, Mr Mehdorn’s plans for pz centre on reshaping ser- 
vices as well as costs. Like railways all over Europe, it is in compe- 
tition with trucks, cars and aeroplanes and is losing more often 
than not. So its bosses have to decide where 
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Light at the end of the tunnel 


All sorts of decrepit public enterprises have been turned into thriving private firms. Hartmut 
Mehdorn plans to do the same for Germany’s beleaguered railways 














through dozens of cities before lurching late at 
night into Leipzig, only 280 miles away. And it 
means fewer local trains stopping at every 
country station to pick up a man and a dog, 
unless Land (state) governments pay DB 
enough, or find one of the growing number of 
private railway companies to take over the ser- 
vice. In goods traffic, pz has to recognise that it 
cannot compete with hauliers over short dis- 
tances. Mr Mehdorn wants to replace its ram- 
bling network with a cheaper hub-and-spoke 
system. 

As you would expect, Mr Mehdorn 
sounds optimistic. “Let’s go into cold water for 
two or three years, and then we'll be ox,” he 
says. He believes that privatisation is possible 
in 2004 or 2005: after all, haven’t state-owned 
loss-makers such as airlines and post offices— 
including Germany’s own Deutsche Post—been knocked into 
shape and turned round? Quite right. But it is a tall order. Although 
Mr Mehdom did well at Heidelberger Druck, it was in good shape 
when he tookit on. And this time, his chances of success depend as 
much on the political weather as on his managerial abilities. 


Orisit an oncoming train? 


Fora start, there is office politics. Mr Mehdorn does not get on with 
Dieter Vogel, chairman of ps’s supervisory board—and therefore 
the man who must approve or reject Mr Mehdorn’s plans. Having 
missed out on the top job at ThyssenKrupp, a steel company, Mr 
Vogel still seems to want to manage. He takes more interest in pB’s 
day-to-day affairs than supervisory-board chairmen usually do. 
This might not matter if Mr Vogel and Mr Mehdom had similar 
ideas. But the tall, urbane Mr Vogel thinks that pp is in less bad fi- 
nancial shape than the stocky, desk-thumping Mr Mehdorn does. 
Mr Vogel would like to see Germany’s tracks and trains placed un- 
der separate ownership, as in Britain. Mr Mehdorn thinks that in 
Britain “the politicians believed they were better than the ex- 
perts”, and wants to keep the system in one piece. 

Politics proper also has to go Mr Mehdorn’s way. Hans Eichel, 
Germany’s pfennig-pinching finance minister, has made it clear 
that pg can expect none of the easy money heaped on other Euro- 
pean rail companies, such as France’s sncr (whose boss, Louis 
Gallois, used to work alongside Mr Mehdorn when both were se- 
nior engineers at Airbus). 

But Mr Mehdorn may also be lucky. He thinks the government 
is “serious” about evening up the competition between rail and 
road, for example with taxes on long-distance | 








there might be demand for rail transport, and 
where there might not—unpopular though that 
may be. “We have to stop believing that driving 
a train is the most important thing in the 
world,” Mr Mehdorn says. In essence, ps 
should do what pays. 

That means attracting customers with fast, 
frequent inter-city services, supported by eas- 
ily understood fares and comforts such as on- 
board films. On the other hand, italsomeansno 
more regional services pulling out of, say, Pas- 





lorry journeys, planned for 2003.Germany’sco- 
alition of Social Democrats and Greens is 
broadly sympathetic to getting traffic off 
increasingly clogged roads. And with Mr 
Klimmt gone, following a financial scandal, the 
chances of getting ps to the stockmarket may 
have increased. The new transport minister, 
Kurt Bodewig, has mused in public about bring- 
ing in private capital, as a way of helping ps to 
get fit, rather than merely fit to sell. So Ger- 
many’s rail giant may yet get to the bourse. It 











sau early in the morning, tracing a long, slow arc 





might even get there on time. 
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The fading appeal of the 


boardroom 


Demand for outside non-executive directors is rising even as the supply of 
them is shrinking. Time for an increase in their pay? 


DECADE ago, 66% of all directors on 
American company boards were out- 
siders; last year that figure had risen to 78%. 
The California Public Employees Retirement 
System (Calpers), the loudest voice in Amer- 
ican corporate governance, argues that the 
only company executive on the board 
should be the chief executive—ie, given that 
the average size of the American company 
board is about 12, 92% of all company direc- 
tors should be independent non-executives. 
In the past ten years, the demand for non-ex- 
ecutives has increased by almost a fifth, and 
Calpers is asking for another big increase. 
The picture around the rest of the world 
is much the same. In Britain, where the pro- 
portion of outsiders on company boards is 
less than in the United States, a study pub- 
lished in January by PricewaterhouseCoop- 
ers (pwc), a firm of consultants, found that a 
majority of company directors would like to 
have a higher proportion of non-executives 
on their boards. 
The desire to have more independents is 
even spreading to industrialising countries. 
And for good reason. Recent research by 


McKinsey suggests that investors are willing 
to pay a large premium, of up to 28% in the 
case of Venezuela and 27% in Indonesia, for 
the shares of what they consider to bea well- 
governed company—defined in this case 
primarily as one where a majority of the 
board’s directors do not have management 
ties*. The government of South Korea, eager 
to pull its corporate socks up, has recently 
passed a law insisting that at least one-quar- 
ter of the directors of large companies must 
come from outside. 

A notable exception to all this has been 
the rash of dotcom start-ups. Korn/Ferry In- 
ternational, a large recruitment consultancy, 
says that they have tended to do what larger 
old-economy companies once did. Their 
boards have become dominated by insiders: 
a mix of the current management and others 
with close ties to the company. As these 
firms mature, however, they will undoubt- 
edly seek to change that balance. 

The newly assembled board of aot Time 
Warner shows the sort of non-executive 
team that big companies seek to put to- 
gether. There is a clutch of current and for- 























Boards’ rewards 
Comparative data on S&P 500 companies 
Board retainers Average age of outside directors 

Highest Lowest Highest Lowest 
Citigroup Paychex Comcast Allied Waste Industries 
($125,000, partially in stock) ($6,000) (74) (48) 
Coca-Cola Kansas City Southern Dillard's Wm Wrigley 
($125,000, partially in stock; (No retainer - $4,000 (73) (49) 
also $1,000 per board meeting) per board meeting) 
Phillips Petroleum Cincinnati Financial Coca-Cola Yahoo! 
($105,000, partially in stock) (No retainer - $4,500 Enterprises (49) 

per board meeting) (71) 

Source: Spencer Stuart Board Index, 2000 i 
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mer chief executives in broadly related busi- 
nesses: Stephen Bollenbach, for example, 
who runs Hilton Hotels; and Reuben Mark, 
the boss of Colgate-Palmolive. Then there 
are a couple of grand investors, such as Frank 
Caufield of Kleiner Perkins Caufield & Byers, 
a venture capitalist; and there is a former 
public servant, Carla Hills (who fortunately 
is female and so provides the diversity that is 
soimportant in board-building these days). 


In short supply 


Good independentdirectors with this sort of 
background are, however, increasingly hard 
to come by. Not long ago, the job of an inde- 
pendent director was a delightful perk for 
important (and, often, self-important) busi- 
ness folk at the end of their professional 
lives. Corporate bosses would appoint exec- 
utive directors of other companies on the 
principle, “You scratch my back, I'll scratch 
yours.” This type of non-executive director 
would typically gather a “portfolio” of com- 
panies for his retirement. In Britain, these in- 
dependents were sometimes known as 
“guinea pigs”—for a guinea (£1.05) and a free 
lunch they were happy to sleep through any 
chief executive’s presentation of his cor- 
porate plan. 

The guinea pigs have gone. “These days 
weare never asked to find a retired ‘portfolio’ 
director,” says Barry Dinan of Hanson 
Green, a British search firm that claims to re- 
cruit non-executives for the boards of about 
a third of the FTSE 250 companies. “Yet ten 
years ago, that was what people expected.” 

But still some names crop up on half a 
dozen big boards. Lord Marshall, for exam- 
ple, the chairman of Ba, is also on the boards 
of British Telecom, Invensys, HsBc and Inch- 
cape. Dennis Carey of Spencer Stuart, an 
American search firm, says: “Most people 
today want ceos or people who run divi- 
sions with significant exposure to profit and 
loss. But many of these people are already 


‘boarded-up’.” To help lure such people on 


* “Three Surveys on Corporate Governance”, by Paul 
Coombes and Mark Watson, McKinsey Quarterly 2000 
Number 4. 
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to their boards, companies are increasingly 
seeking the help of headhunters. According 
to an annual survey by Korn/Ferry, 73% of 
the Fortune 1,000 companies used a search 
firm in 2000 to help them fill their board- 
rooms, compared with only 52% the previ- 
ous year. In Britain too, the proportion using 
search firms is rising. 

Suitable candidates are becoming 
harder to find for a number of reasons. Some 
of the most desirable ones have been made 
unavailable: Jack Welch, the boss of GE, has 
made it a rule that his senior managers can- 
not sit on the boards of other companies. 
That view is gaining ground. Many big orga- 
nisations are starting to limit the number of 
boards that their top brass can sit on as non- 
executives. Most of them set the limit at one, 
or at the very most two. Ifa company is going 
through a difficult patch, as many more may 
be over the next couple of years, this trend 
will continue: “It is hard for a ceo to take on 
an outside job if his company is in trouble,” 
says Ted Jadick, head of director search for 
Heidrick & Struggles in the United States. 

Also limiting the supply of non-execu- 
tive directors are the growing demands 
placed upon their time. Back in 1992, the 
Korn/Ferry annual survey found that Amer- 
ican directors typically spent 95 hours a year 
on the business of the board. Last year’s sur- 
vey found that figure had risen to an average 
of 173 hours, including preparatory work 
such as reading board papers and travelling 
back and forth to meetings. For the 82% extra 
time spenton the job, the average director re- 
ceived a 23% increase in pay. 

Travel time becomes an even bigger is- 
sue when boards want to be seen to take a 
global perspective, as is now fashionable: in 
such cases, they like to fly their board out to 
one of the organisation’s more distant opera- 
tions. Korn/Ferry found that 60% of its sam- 
ple of American company directors turned 
down a board invitation during 2000, and a 
majority of them cited “lack of time” as their 
prime reason. Mr Carey, whose firm re- 
cruited directors for over 200 companies last 
year, says that ten years ago he would have 
been turned down by two or three directors 
he approached for any given board post ona 
“company of consequence”. Today, he reck- 
ons that this has risen to six or seven rejec- 
tions, and as many as ten in the case of some 
luckless firms. 

The demands on time are rising in par- 
ticular because sub-committees of the board 
are being given more to do. Nomination and 
remuneration committees are increasingly 
composed mainly or exclusively of non-ex- 
ecutives; audit committees, with the key role 





The value of outsiders 
Average premium that institutional investors are 
willing to pay for a well-governed* company in: 
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“Where the majority of directors are outsiders with no management ties 
Source: McKinsey Quarterly, 2000 Number 4 











of monitoring a company’s financial posi- 
tion and its exposure to risk, also need a ma- 
jority of independent members. In America, 
for example, the sec and the nyse stipulate 
that such committees be independent. 

Two roles have grown increasingly im- 
portant for non-executives: that of contrib- 
uting to setting corporate strategy, and that 
of monitoring the executives. “When I first 
became a corporate director in the 1970s,” 
says Robert Stobaugh, a Harvard Business 
School professor and an expert on gover- 
nance issues, “boards intervened in times of 
crisis and occasionally replaced a ceo. They 
were never active in oversight or strategy. An 
article in the Harvard Business Review in 
the 1980s advocating board involvement got 
a flood of poison-pen letters from ceos who 
did not want boards involved in strategy.” 


Battling the boss 


The study of British boards by pwc suggests 
that many independents see a conflict be- 
tween the roles of monitoring and of de- 
veloping strategy. Too much emphasis on 
monitoring tends to create a rift between 
non-executive and executive directors, 
whereas the more traditional job of forming 
strategy requires close collaboration. 

In both activities, though, independent 
directors face the same problem: they de- 
pend largely on the chief executive and the 
company’s management for information. 
Chief executives rarely encourage direct 
contact between independent board mem- 
bers and the company’s managers in the 
field. Moreover, given the nature of their job, 


chief executives tend to be tough nuts who 
have been granted enormous powers. Not 
surprisingly, that turns a good few of them 
into megalomaniacs. When things are going 
well, a board will generally put up with an 
unco-operative megalomaniac. But the mo- 
ment things start to turn sour, independents 
tend to find that their ability to win change is 
limited. They can remonstrate, or they can 
fire their nuclear weapon of sacking the boss. 
Between those two extremes, however, there 
are few alternatives. 

Almost invariably, independent direc- 
tors postpone dropping the bomb for as long 
as possible. General Motors floundered for a 
decade while its board, mainly non-execu- 
tive, failed to kick out Roger Smith or his suc- 
cessor, Robert Stempel. At Tomkins, a trou- 
bled British engineering conglomerate, it was 
a shareholder and not the board who 
launched the campaign that eventually per- 
suaded Greg Hutchings, an unsatisfactory 
chief executive, to resign in October last year. 

Such delay is notjust the result of a desire 
to postpone unpleasantness. The moment a 
crisis arises, the demands on the time of the 
independent directors explode. As one inde- 
pendent chairman told John Roberts, an ac- 
ademic at Cambridge University who re- 
cently did a study for Saxton Bampfylde 
Hever, a British executive-search company: 


Fire the chief executive and you're in charge for as 
long as it takes to get a new squad in place. During 
that period you’ve worried your suppliers, your 
banks, your institutions. The press are on to you 
like hyenas, the analysts are writing you down all 
over the place, and you're trying to get manage- 
ment back into some sort of shape to run the busi- 
ness just as you're discovering that things are 
worse than you thought. 


Spot the difference 


Do independent directors make a measur- 
able difference to a company’s results? There 
are certainly occasions when they make a 
splash. Warren Buffet, on the board of Coca- 
Cola, reportedly stopped the relatively new 
chief executive, Douglas Daft, from buying 
Quaker Oats in November 2000—although 
senior Coke managers claim that they would 
not have gone ahead with the purchase any- 
way. In any case, the rising number of bosses 
of American companies who have been 
booted out in the past few years is testimony 
to a more active approach by the outside di- 
rectors on their boards. 

In truth, though, there is no decisive evi- 
dence that a majority of independent direc- 
tors produces superior corporate perfor- 
mance. A careful analysis by Sanjai Bhagat of 
the University of Colorado at Boulder and 
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Bernard Black of the Stanford Law 
School found that companies where 
at least half the directors were inde- 
pendent did not seem to perform any 
better than companies where that 
was not the case. Indeed, the authors 
found some indications that boards 
with only one or two insiders actually 
performed worse financially than 
other firms. 

Other research, however, reaches 
different conclusions. For instance, 
Ira Millstein, a New York lawyer, and 
Paul MacAvoy, a professor at the Yale 
School of Management, argue that 
the rise of the independent director is 
too recent for much of the research 
on the issue to be relevanttt. They 
have devised a test for “active gover- 
nance”, based on characteristics such 
as the existence of formal rules for the 
relationship between the board and 
management, and the presence of a 
non-executive chairman or lead di- 
rector. These characteristics, they 
claim, can be linked to superior cor- 
porate performance. 

However, the structure of boards varies 
greatly around the world, and this makes it 
harder to judge the effect of non-executives. 
Boards in Britain and Australia, for instance, 
nearly always contain a mix of executives 
and non-executives. In Germany, on the 
other hand, the two sit on separate boards. 
One board consists entirely of executive di- 
rectors and is generally the real power base, 
although it is supposed to be monitored by 
the supervisory board, which is made up 
mainly of independents and stakeholders, 
such as bankers, trade-union officials and 
employee representatives. 

Rolf Carlsson, a Swedish expert on cor- 
porate governance, has just published a 
book in which he reviews board structures 
in five different economies—Britain, France, 
Germany, Japan and the United States. 
(“Ownership and Value Creation: Strategic 
Corporate Governance in the New Econ- 
omy”, John Wiley.) In 80% of American com- 
panies, Mr Carlsson points out, the roles of 
chairman and ceo are combined. “How can 
a board’s independence and ability to carry 
out its governance role be guaranteed if the 
chairman, the head of the board, is sup- 
posed to govern himself as ceo?” he muses. 

Britain’s insistence that boards should 
contain a mix of executive and non-execu- 
tive directors strikes him as equally odd. The 
result is that board business is a jumble of 
strategy, governance and operational issues. 
Yet his most striking conclusion is that 
equally successful—or disastrous—compa- 


t “The Uncertain Relationship Between Board Compo- 
sition and Firm Performance”. Business Lawyer, Vol 54, 
1999. 

tt “The Active Board of Directors and Performance of the 
Large Publicly Traded Corporation”. Columbia Law Re- 
view Vol 98: 1283 1998 
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nies in different countries may operate with 
remarkably different board structures. 

If companies do decide to put more in- 
dependents on their board, where can they 
look for suitable candidates? One option is 
to turn to new pools of talent—to younger, 
less experienced directors, perhaps—and 
the evidence suggests this is already hap- 
pening. Another direction to look is to aca- 
demics and to retired government officials or 
ex-politicians: many a senior Democrat, 
from Bill Clinton down, has doubtless spent 
much of the past month or so on the tele- 
phone to executive-search firms. 


Enticing 

The other thing that companies might do is 
to pay their non-executive directors more. 
pwc’s study found that the median annual 
fee for non-executives in Britain is £25,000 
($36,500), or a day rate of £1,650. In the United 
States, the director of a company with reve- 
nues of more than $20 billion received an av- 
erage of just under $60,000 last year, not in- 





Pay peanuts, get guinea pigs? 
Average total annual compensation* of outside 
directors in the United States, $'000 —~43 
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Source: Korn/Ferry International 
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cluding shares. Considering what is 
expected of the outside director to- 
day, that is not a great deal of money. 

In America, however, shares are 
an increasingly significant part of an 
independent’s remuneration. Mr Sto- 
baugh found that 98% of the largest 
companies in America now compen- 
sate their directors at least partially in 
stock or stock options. A few (includ- 
ing PepsiCo) pay them exclusively in 
equity. In other countries, however, 
the equity cult has scarcely begun. 
pwc found that just 8% of British 
companies currently pay their non- 
executive directors in shares, partly 
or wholly. 

Some believe that a director's fi- 
nancial involvement in the company 
on whose board he or she sits is 
closely correlated with performance. 
A study by Donald Hambrick and 
Eric Jackson of Columbia University 
business school, presented at last 
year’s annual meeting of the Acad- 
emy of Management, argued that the 
outside directors of companies that outper- 
form their business sector (in terms of share- 
holder returns) hold four or five times as 
much equity as those of companies that un- 
derperform their sector. 

Hermes, one of Britain’s largest fund 
managers (with a strong reputation for 
shareholder activism), is keen on share own- 
ership by outside directors. But it is not in fa- 
vour of giving stock options, which it feels 
align a non-executive’s interests too much 
with those of the management. In the United 
States, Nell Minow, an American share- 
holder activist whose web site, thecorpora- 
telibrary.com, is a treasure trove of informa- 
tion on directors, agrees: “The single most 
important requirement” for an effective 
board, she believes, is “that all directors have 
asignificant personal stake in the company.” 

Most of the evidence suggests that a 
stake is much more likely to influence direc- 
tors’ behaviour if they put up their own 
money to buy it. Messrs Hambrick and Jack- 
son advocate a stake of about $500,000, and 
suggest that companies establish a matching 
fund to help directors to acquire shares at the 
start of their time on the board. “Tve been on 
several boards,” one independent director 
told them: 

I've always held small, token amounts. But now 
Pm on a board where the ceo encouraged us to 
buy and hold significant shares. I'm in for about 
half a million dollars, and I can tell you I’m a heck 
ofa lot more attentive to this company than I have 
been to the others. If this company faces a chal- 
lenge, I lose sleep at night. 


That, surely, is what shareholders want 
of their directors more than anything else: 
that the fortunes of the company should 
matter enough to keep them awake at 
night—as well as during board meetings. 

a 
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Merrill Lynch Debt Markets. Where global understanding is tailored 
to your needs. These days we're all citizens of the global village. At Merrill Lynch 
we pride ourselves on our global perspective. (With over 900 analysts in all four 
corners of the globe, it’s frankly hard to beat.) Yet we’re even prouder of our local 





insight. Our on-the-ground familiarity with regional regulatory environments. Our 
responsiveness to the needs of a particular business community. Which means that 
whether you’re looking to raise capital, manage risk more effectively, or simply seeking 
advice, you can be sure of one thing. We’ll create a solution that fits. Merrill Lynch. 


For inventive debt solutions, 


be bullish. 
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“FINANCE AND ECONOMICS 


The swaps emperor's 


new clothes 


Do credit derivatives work when they are most needed? 


HE rate at which American companies 

are defaulting on their debts is soaring. 
Things have not yet come to such a pass in 
Europe, though rating agencies wonder if 
they will, because credit quality is declining. 
At times like these, bankers reach for credit 
derivatives, instruments that allow lenders 
to parcel the risk of default and pass it to 
somebody else. Record levels of so-called 
credit-default swaps, the most widespread 
form of credit derivative, have been bought 
and sold in recent months. Yet a huge and 
nagging doubt remains. Will credit- 
derivative instruments work at the 
crucial moment, the one they were 
designed to cope with—when a 
company (or country) defaults, or 
comes close to doing so? The future 
of a market worth $600 billion 
hangs on the answer. 

Ten years ago the market for 
credit derivatives barely existed. It 
came into being partly because 
new international rules, intro- 
duced under the Basle Accord of 
1988, required banks to set aside 
more capital against their loans. On 
the other hand, if banks could get 
another bank, for a fee, to bear the 
risk of a “credit event”—such as a 
borrower’s defaulting on interest 
payments—then they would need 
to set aside only a fifth of the sum 
that would otherwise be required. 
That freed capital that could be 
used more profitably elsewhere, 

The five banks that dominate 
trading in credit derivatives in Lon- 
don and New York talk of a time 
when banks will be mere origina- 
tors of loans and temporary holders of credit 
risk. For example, an Italian bank, lending 
only to Italian companies, may pocket the 
origination fees and then quickly sell the 
risk; in its turn, it might then accept exposure 
to, say, Singaporean corporates. That could 
be sensible, for it diversifies the bank’s assets. 

Institutions can use portfolio swaps to 
rid themselves of the credit risk on entire 
classes of loans. Last year, for instance, 
Schroder Salomon Smith Barney arranged a 
transaction in which Prudential, a British in- 
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surer, got rid of the credit risk on £840m ($1.2 
billion) of residential mortgages that had 
been sold by its Internet bank, Egg. Banks 
can shed credit risk in other ways too. They 
could, for instance, package loans as securi- 
ties, and sell them to others. An advantage of 
credit derivatives is that banks do not have to 
spoil good relations with borrowers who 
might otherwise be offended. Borrowers 
need never know that the lender has bought 
credit protection. 

Credit risks are now being shifted out- 





side the banking sector altogether, as other 
kinds of financial institution are getting into 
the market. According to the British Bankers’ 
Association, insurance companies ac- 
counted for 7% of the credit protection 
bought and 23% of what was sold in 1999 (see 
chart on next page). The association expects 
those numbers to jump in future. Pension 
funds are also increasing their exposure. 

Do credit-default swaps work? In prac- 
tice they have sometimes failed under pres- 
sure, as the parties concerned squabbled 


over the definition of a “credit event”. In 
1998, for instance, when Russia defaulted on 
its domestic debt, some buyers of default 
protection brought lawsuits in order toclaim 
the payments they believed were rightfully 
theirs. Indonesia’s rescheduling of its sover- 
eign debt caused similar legal tussles. In re~- 
sponse, the industry’s trade body, the Inter- 
national Swaps and Derivatives Association 
(ispa), came up with a new “master agree- 
ment” in 1999. This aimed to standardise 
credit-derivative contracts and prevent liti- 
gation breaking out again. 

Misgivings about the effectiveness of 
credit derivatives during times of financial 
stress have permeated through to regulators. 
Richard Boulton, in charge of credit risk at 
Britain’s Financial Services Authority, points 
out that in the benign stage of an economic 
cycle, “It doesn’t matter so much if a bank ` 
has one or two credit-default swaps that ` 
don’t work. The regulatory concern is for a ` 
period of economic downturn 
when a bank may be highly de- 
pendent on them.” 

Under proposed new Basle 
rules, therefore, credit derivatives 
are to receive less favourable 
treatment than before. Previously, 
in most countries, if a bank. 
owned a credit-default swap sold 
by another bank, the swap would 
be treated like a bank guarantee, 
an older kind of credit protection. 
Now the Basle proposal says that 
credit derivatives need higher 
capital charges than bank guar- 
antees. Ispa is indignant. 

Many of the difficulties of 
credit derivatives are thanks tothe .. 
fragmented, heterogeneous na- 
ture of lending markets. Credit de- 
rivatives attempt, perhaps impos- 
sibly, to standardise the markets. 
Historical series on patterns of de- 
fault do not go back far enough for 
accurate assessment of the risks 
involved; the law is unclear, be- 
cause no body of rulings has been 
laid down; and the 1spa’s pro 
forma credit-derivative agreements need to _ 
be improved. But progress on such matters 
can do only so much. The risks underlying | 
credit derivatives will always be idiosyn- 
cratic. Unlike other derivatives, whose 
payouts are triggered by movements in 
prices or interest rates, credit derivatives are 
driven by the necessarily vague notion of a 
credit event. Besides, a constant tension ex- 
ists between the sellers of protection, who 


want the terms of the contracts to be as nar- 


row as possible, and the buyers, who want 
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“credit event”. At issue is whether 
the restructuring of a loan (as op- 
posed to a plain default) should 
constitute such an event, The buy- 
ers of protection, which are mostly 














commercial banks, think it should. 
The sellers of protection.complain 
that it is unfair for a lender with 
the power to sanction a loan re- 
structuring to use that-as a reason 
to demand payment on a credit- 
default swap. If such tussles drag 
on, says Simon Morris, the joint 
head of credit derivatives at Gold- 
man Sachs in London, they could 
hamper the market’s hitherto ex- 











them to be wide. 

In the case of Conseco, a life insurer 
based in Indianapolis, the tension has esca- 
lated into an outright fight. When Conseco 
announced last September that it would re- 
structure $2.8 billion of debt, buyers of pro- 
tection called this a credit event and de- 
manded their money. Faced with large 
losses, the sellers of protection decided that 
restructuring should no longer qualify as a 





traordinary growth. 

Restructuring is not the only area of dis- 
pute. Demergers are another.When a British 
utility, National Power, split into two at the 
end of last year, there was confusion in the 
credit-derivatives market over which of the 
two new entities the sellers of credit-default 
swaps were now exposed to. The market in 
credit derivatives has grown enormously in 
recent years. With bumpy times ahead, it 
still has a lot to prove. 





Japan’s stockmarket 


Support systems 


TOKYO 


VERY February 3rd Japanese families 

throw beans from their windows as part 
on an age-old tradition to ward off demons 
and invite good fortune into their homes. 
Around the same time the government also 
performs its own good-luck ritual: propping 
up the stockmarkets ahead of March 3ist. 
That is the day most companies close their 
financial books for the year. 

This year the government has left no 
bean untossed in ever more desperate ef- 
forts to stop the stockmarkets’ fall:on Feb- 
ruary 8th the Nikkei average fell to its 
lowest since October 1998, itself close to a 
15-year low. A special panel of the Liberal 
Democratic Party (LoP) and other mem- 
bers of the ruling coalition has discussed 
measures, from using public pen- 
sion funds to buy shares, to educat- 
ing the school-age generation about 
the joys of stockmarket investment. 
The stakes are high this year.Lift- ___ 

ing the stockmarkets, even by a bit, 
could make all the difference to the 
country’s banks. Many are perilously 
close to collapse, despite a hefty in- 
jection of public funds two years 
ago. Last year banks plugged the 
holes made by the costs of writing 
off bad debts by declaring gains from 
their share portfolios. Now stock- 
markets have plunged, which 
means portfolio losses, not gains— 
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and the losses might be enough to force the 
government to nationalise a great swathe of 
banks. The government owns preference 
shares in many of the big banks, which it got 
in return for injections of public funds. By 
law, the preference shares will have to be 
converted into voting shares if the banks’ re- 















tained earnings fall to zero. 

With an election coming up in July, the 
LDP wants to avoid admitting that its bank- 
ing policy has been a flop. This is why it is 
trying to prop up the markets. A support 
package is about to.be formally announced; 
still, the details of the package reveal its 
flaws. The masterstroke is meant to be a 
scheme which allows companies to buy 
back their shares without having to cancel 
them. Leave aside the fact that buying back 
shares runs counter to another of the gov- 
ernment's supposed aims, that of increasing 
stockmarket liquidity. The danger is that 
buybacks without cancellation make it eas- 
ier for companies to use inside information 
to manipulate share prices. And bear in 
mind that Japan lacks a powerful securities 
commission to monitor such shenanigans. 
The difficulties of monitoring were high- 
lighted this week by reports of insider trad- 
ing in the shares of Toyota Motor, which re- 
cently announced a plan to buy back and 
cancel ¥250 billion ($2.2 billion) of its shares. 

Even from the pp’s point of view, the 
scheme is unlikely to help the markets any- 
time soon. It will almost certainly come too 
late to boost the stockmarkets before the end 
of next month, since a bill would first have to 
pass the Diet (parliament), and companies 
would need to seek shareholder approval 
for a buyback. Even then, argues Alexander 
Kinmontat Morgan Stanley in Tokyo, itis not 
so much a scheme to support shares as a de- 
vice to increase the power of entrenched 
management vis-à-vis their shareholders, 
since it enables companies to shield them- 
selves from takeovers. For example, a raider 
holding 20% of a company’s shares would 
suddenly find himself with a smaller pro- 
portion should the company pour shares 
back into the market. Not surprisingly, the 
scheme is being advocated by the Keidan- 
ren, a powerful group representing busi- 
ness interests, 

No matter how the top fiddles, the 
idea fails to address the fundamental pro- 
blems dragging down Japan’s markets. 
Share prices reflect investors’ perceptions 
of future profits, and until real structural 
reform is implemented and the financial 
system cleaned up, firms will find itdif- 
ficult to raise their profits. Sadly, the 
LDP’s leaders appear bent on the quick 
fix. The silver lining is that even hard- 
line interventionists, such as Shizuka 
Kamei, the powerful chairman of the 
party's policy council, have been unable 
to stop the painfully slow realisation 
amongst politicians that government 
manipulation destroys a stockmark- 
et’s credibility. Mr Kamei started off 
with proposals that were even more 
antiquated, such as simply pumping 
public money into the markets. He has 
had to tone these down—at least until 

a bigger bout of panic comes along. 
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STARZ 
STAR made mea . 


Can you what's next? 


Six months back | was the boy next door; today people all across India recognise my face. It's because of STAR's 
revolutionary game show Kaun Banega Crorepati. More than ever before | realise how much a part of all our lives STAR 
has become. But the real change is only just beginning, because STAR will soon be around us in more ways than one, 
with interactive television, portals and radio. And that means millions will be able to participate in the next generation 
of game shows, from the comfort of their home with a remote control. e 


STAR 





e Harshvardhan Nawathe 
one of STAR's 300 million viewers and winner of 
a crore of rupees on STAR's Kaun Banega Crorepati 





Lie back in paradise a bit more 


www.tourismthailand.org 
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Transparency in America 


Farewell, fair 
disclosure? 


NEW YORK 


HE crowning achievement of Arthur Le- 

vitt’s tenure, soon to end, at the Securities 
and Exchange Commission (sec) was the 
passage of legislation last October to bring 
greater transparency to the financial mar- 
kets. The law requires companies to disclose 
“material” information to the public no later 
than they disclose it to security analysts and 
investment managers. Transparent markets 
are more efficient, and they are fairer to all 
participants. The measure, known as Regu- 
lation ep, for fair disclosure, has three goals: 
greater public support for security markets, 
greater returns for investors, and cheaper 
capital for companies. 

Who could quarrel with that? Unfortu- 
nately, introducing notions of “fairness” and 
“inclusion” into a bear-pit like Wall Street, 
where every participant will savagely exploit 
any edge he can get, was never going to be 
easy. Recent actions suggest that unless the 
commission is ready to back its actions with 
genuine enforcement, its fair-disclosure ini- 
tiative will amount to nothing. 


On Jan 29th Morgan Stanley gave an old- 
style, restricted briefing to security analysts 
about managerial changes at the very top. Its 
defence of the restrictions (which extended 
to journalists and even to shareholders) was 
thatnothingit had to say was “material”. The 
word is defined by the sec as being what a 
reasonable person would like to know—a 
somewhat all-embracing 
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fore dropping. A second session was then 
held for the usual, restricted group of an- 
alysts and investment managers. The justifi- 
cation was Stanleyesque. Nothing material 
would be discussed. In passing, though, Ox- 
ford’s investor representative characterised 
Regulation rp as “insane”. Views on what is 
reasonable appear to differ. 

Companies love selec- 
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concept, which would 
seem to apply to the Mor- 
gan Stanley briefing. 

Morgan says otherwise. 
That position raises two 
questions. First, why would 
an elite group of over- 
worked analysts bother to 
attend a meeting at which a 
reasonable person would 
not learn anything he was 
likely to want to know? Sec- 
ond, why should atten- 
dance be restricted, if the 
information was not mate- 
rial? Morgan Stanley has no 
good answer. Since the firm is one of the big- 
gest investment banks advising corporate 
America, its example is dispiriting. 

On February 7th, at an investment con- 
ference in New York, a presentation was 
made by Oxford Health Plans, a company 
whose shares jumped fourfold last year be- 








Levitt, full and fair 


tive disclosure, if only as a 
tool to punish critical an- 
alysts and reward suppor- 
tive ones. Perhaps that is 
why Wall Street research is 
increasingly regarded as 
rubbish. Stephen Cutler, 
deputy head of enforce- 
ment for the sec, says that 
incidents of selective dis- 
closure “haven’t escaped 
our attention”. The sEC 
does not comment about 
investigations, but presum- 
ably one will follow into 
whether “material” in- 
formation was disclosed or not. Some of the 
more cynical companies may conclude that 
by the time the investigations are over, Mr 
Levitt will be gone and a patsy will have 
taken his place. For the health of the markets, 
that view had better be wrong. 
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Capital gains 


OR a company’s bosses, listing shares 

on the New York Stock Exchange (Nyse) 
isa good excuse fora party, kicking off with 
the chance to ring the famous bell that 
starts, and ends, the day’s action on the 
trading floor. Few bosses 
would want to see the noisy 
throng make way for silent 
computerised trading: no 
fun in that. Yet automated 
trading would make it much 
cheaper for companies to 
raise fresh capital. That, at 
least, is what two econo- 
mists, Ian Domowitz and 
Benn Steil, conclude.* 

The study examines 
share trading around the 
world in 1996-98, a period 
when computer-based systems known as 
ECNS (electronic communications net- 
works) became important in the trading of 
listed shares on the Nasdaq market in 
America, and many other exchanges made 
better use of automation. The study found 
that on balance fully automated trading— 
where computers match buyers and sell- 
ers—was as much as one-third cheaper 
than traditional trading on the New York 








Hey, you’re history 


Stock Exchange and even the Nasdaq. 

Thanks in part to computers, across 42 
countries, trading costs fell by an average 
of 16.4%. This reduced firms’ cost of capital 
by an average of 2.75%. There are reasons 
besides cheaper trading costs 
why the cost of raising capi- 
tal may have fallen sharply 
during this period. Perhaps 
investors became readier to 
take risks. Across the coun- 
tries studied, cheaper trading 
accounted for only about a 
quarter of the total decline, 
according to the study. 

The results were much 
more dramatic for America, 
where trading costs fell by 
53% during this period, com- 
pared with 17% in Europe. In America, for 
firms in the sa&ps5oo index, the cost of capi- 
tal fell by 9%. Messrs Domowitz and Steil 
reckon that atleast four-fifths of the reduc- 
tion could be down to lower trading costs. 

In Europe, lower trading costs ac- 
counted for around half of the fall in the 
cost of capital, of up to 5.5%. Although 
European markets were more automated 
during this period than their American 


counterparts, their trading costs (including 
commissions, and taking into account the 
effect on price of the size of trades) were 
three to four times higher. The main reason 
was that European intermediaries were far 
less efficient than in America. 

What would happen if all the world’s 
markets were fully automated, and inef- 
ficient intermediaries were no more? The 
authors calculate that on the Nasdaq, 
where only 30% of trades are currently 
done through ecns, full automation 
would lower trading costs by a further 
23%—reducing the cost of capital to firms 
listed on it by another 3.6%. On the NYSE, 
and other American regional exchanges, 
where automated trades account for only 
5% of volume, full automation would cut 
trading costs by 27% and companies’ cost 
of capital by 4.2%. 

As for Europe, removing inefficient in- 
termediation and further automating 
trading would cut trading costs by 50% and 
the cost of capital by a further 7.8%. All of 
which suggests that listed companies 
should be pushing for automated trading 
of their shares as soon as possible. Ring 
that electronic bell! 


* “Innovation in equity trading systems: the impact on 
transactions costs and cost of capital”, in “Technological 
Innovation and Economic Performance”. By Richard 
Nelson, David Victor and Benn Steil, Princeton Univer- 
sity Press, forthcoming. 
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South Korea 
Digital 
manipulation 


SEOUL 


ITHa third of its 47m people using the 

Internet, South Korea is as wired a 
country as any, and the stockmarket shows 
it. Nearly two-thirds of all share transactions 
by value, and a third by number, are now 
conducted online—higher proportions than 
anywhere else in the world. Last year, this 
helped fuel a share-trading boom in the Kos- 
daq, the local equivalent of America’s tech- 
nology-heavy Nasdaq market. But the In- 
ternet is a mixed blessing: it has opened new 
vistas for frauds as well as for honest 
punters. And of the millions of Korean day- 
traders, some, inevitably, are crooks. 

On February 5th the Seoul district pros- 
ecution agency charged a day-trader, Chung 
Hong Chae. Mr Chung made 20 billion won 
($17m) playing the market. The prosecution 


says at least 2.9 billion won of this profit was 
achieved by manipulating the share prices 
of five listed firms, including Hyundai Elec- 
tronics Industries and the Shilla Hotel. It be- 
lieves many more shares were also affected. 

According to Ryu Suk Won, the prosecu- 
tor, Mr Chung used a standard day-trading 
technique. He would place orders to buy a 
large number of shares in a company in 
which he already held shares. He did this 
with no intention of buying, and even hired 
five typists to key in and cancel orders al- 
most simultaneously. But his orders would 
attract amateur investors, who would bid up 
the price, and he would cash in. 

The law requires Korean stockbrokers to 
refuse to forward suspicious orders to the 
stock exchange. But online deals, which take 
only a few seconds to complete, are almost 
impossible to screen. Catching Mr Chung 
took eight months. In the meantime, it is al- 
leged, he carried out 146 illegal deals. 

The number of unfair-trading cases 
brought by the financial watchdog grew 
from 76 in 1998 to 95 last year. One reason for 
the rise is the spread of online trading, 


though Mr Ryu blames the corruption of Ko- 
rean society as a whole. Insider trading, for 
example, is also rife, and figures in about a 
third of Mr Ryu’s cases. 

If convicted, insider traders and market 
manipulators face up to ten years in prison, 
or fines equivalent to three times the profit 
they made from illegal trading. But the courts 
have tended to be lenient in such cases. In 
January the Seoul Appeals Court handed 
suspended jail sentences to six fund manag- 
ers convicted of taking bribes from a com- 
pany chief executive in return for boosting 
the company’s share price. 

To be fair, the trade association for in- 
vestment-trust companies in Korea is mak- 
ing an effort to clean up the market. It is en- 
couraging its members to tighten their 
procedures, and threatening offenders with 
the revocation of their business licences. But 
corruption in South Korea does not result 
from a shortage of rules. There are many, but 
they are poorly enforced. Nor is it fair to 
blame the Internet. It has merely provided a 
new channel for a traditional activity: the 
quest for a quick buck. 
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Banking in Zimbabwe 


Thriving, for now 


HARARE 
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Banker to thug: make my day 
Bors in the world’s fastest-collaps- 

ing economy is more rewarding than 
you might expect. The International Mone- 
tary Fund predicts that, without reforms, 
Zimbabwe's cpr will shrink by fully 10% in 
2001, and that inflation will leap from 56% to 
155%. Yet the country’s banks are not merely 
coping: most are reporting tidy profits. In the 
first half of last year, Barclays’ Zimbabwean 
subsidiary made pre-tax profits of Z$1.2 bil- 
lion (US$31m) on an operating income of 
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Z$2.6 billion. NMBz, a local bank listed both 
in Harare and London, made Z$290m on an 
Operating income of Z$670m. Things are 
tougher now for bankers. Yet they continue 
to expect profits, despite looming hyperin- 
flation and despite government-sponsored 
gangs of machete-wielding thugs that roam 
the countryside, seizing private property. 

It helps that bankers are not being victi- 
mised in the same way as Zimbabwean 
farmers. President Robert Mugabe thinks he 


can win support by seizing white-owned 
farmland and distributing it to blacks, but 
there are few votes to be won by doing the 
same to banks. The poor are hungry for land, 
not for jobs as credit officers. 

What is more, the troubles in the real 
economy did not arrive without warning. 
When Mr Mugabe started threatening to 
grab white farms a couple of years ago, banks 
reduced their lending to farmers. Those 
whose land was earmarked for grabbing 
could not get credit unless they had other 
forms of security. Now that the economy has 
imploded, the more conservative banks 
have stopped lending to all but the bluest- 
chip firms and the wealthiest individuals. 

How do the banks make their money? A 
big earner last year was lending to the gov- 
ernment. After years of waste and lax disci- 
pline, Mr Mugabe is desperate for cash. The 
IMF estimates that the government took in 
27% of Gpr in taxes last year, and spent 50% 
of Gpr. To make up the shortfall, the govern- 
mentissued treasury bills yielding up to 70%. 
The difference was vast between what banks 
paid their depositors and what they could 
make putting depositors’ money into trea- 
sury bills. Savings accounts paid between 
10% and 40% last year, down to 10-20% this 
year. Current accounts pay next to nothing. 

Zimbabwean banks prosper in other 
ways. Barclays, for instance, sometimes buys 
preference shares in corporate clients, in- 
stead of lending to them. Instead of interest, 
the bank gets dividends, which are less 
heavily taxed. Stanbic, a South African bank 
with several branches in Zimbabwe, offers 
“zero-cost” currency swaps, which are any- 
thing but. A firm that needs hard currency 
gets it by swapping Zimbabwe dollars at the 
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Barclays Capital congratulates its clients on their award-winning transactions in 2000. 
We look forward to serving them in 2001. 
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$2,790,795,882 
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prevailing rate. After an agreed period, the 
bank buys back American dollars for Zim- 
babwean dollars—at the earlier exchange 
rate. The bank has been earning local interest 
rates on the local dollars, whilst the client has 
shouldered the currency risk. With an ever- 
sinking local currency, this has been a one- 
way bet for the bank. Local manufacturers, 
desperate for hard cash, put up with it. 

This year will be harder for banks. The 
yield on treasury bills has fallen to 14%, and 
the government plans to raise money in 
other ways. One plan is to force pension 
funds to buy ten-year bonds paying just 15%. 
That is, pensioners will be mugged to pay for 
Mr Mugabe’s war in Congo. Another plan, 


Afrabet soup 


RUCKS can wait for days at African 

border crossings whilst their goods 
clear customs. Shipments are delayed, and 
the drivers frequently spend the wasted 
days in arps-ravaged roadside brothels. 
With the revival this month of the East Af- 
rican Community (EAC), the continent 
boasts at least 11 economic blocks seeking 
to solve this and other problems. But pro- 
gress is slow—partly thanks to the crazy 
quilt of overlapping memberships. The 
blocks are far from fulfilling their potential, 
and far from giving Africa its longed-for 
voice in world trade. 

African countries want better access to 
American and European markets for farm 
and textile products. America and Europe 
want to open service markets and protect 
intellectual property in Africa. Most of Af- 
rica’s economies are too small on their own 
to negotiate with America and Europe. 
Alliances are the obvious solution. 

Africa has been experimenting with 
economic integration for half a century. 
The fruits of those efforts (see map, if your 
eyes can take the strain) have included big, 
multipurpose groups such as the Econ- 
omic Community of Western African 
States (Ecowas), the Common Market for 
Eastern and Southern Africa (comEsA), the 
Economic Community of Central African 
States (CEEAC), the Southern African De- 
velopment Community (sanc) and the 
Arab Maghreb Union (amu). They have 
also included smaller, less globally ori- 
ented blocks such as the Economic Com- 
munity of the Great Lakes Countries, the 
Mano River Union and the EAC. 

Global credibility has been hard to 
come by. Many alliances lack the authority 
and bureaucratic sophistication to deal 
with the big powers. Moreover, the blocks 
can lie dormant for years at a time—as the 
EAC did—while their members endure po- 
litical turmoil. As a result, Africa’s alliances 
have concentrated more on liberalising 
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announced in mid-January, is that banks 
will be forced to take some of the reserves 
they are currently obliged tolodge, at zero in- 
terest, with the central bank and lend them 
to “productive” enterprises, meaning ex- 
porters, miners, farmers, tourism firms and 
manufacturers. Exporters will be able to bor- 
row at 15%, others at 30%. 

That sounds fine for the banks—given 
Zimbabwe's high inflation, both those rates 
are negative in real terms, but even 15% is bet- 
ter than nothing. The trouble is, while firms 
may borrow, they will not produce much 
more so long as fuel supplies remain erratic, 
farms are over-run by homicidal goons, and 
tourists are too scared to visit Victoria Falls. 


FINANCE AND ECONOMICS 
So the main effects of the plan will be to stoke 


inflation. 


As the country continues to unravel, 
some of the weaker banks may fail. The mF 
estimates that a fifth of the loans on com- 
mercial banks’ books last September were 
bad, and given that some banks lend to cro- 
nies of the ruling party, the proportion is ris- 
ing fast. Zimbabwean depositors face an 
increasingly sorry choice. They can put their 
money into safe banks at derisory rates of in- 
terest,and watch inflation munch it. Or they 
can put it into dodgy banks, where they will 
get higher rates of interest, and maybe lose 


the lot. 











trade within the region than with the rest 
of the world. What progress there is has 
been slow. Protectionism is easy to justify, 
since less-developed, _less-diversified 
economies are also less able (it is argued) to 
weather the transition to free trade. 

For this reason, separate blocks of more 
liberalised countries exist within the larger 
ones. Most countries are members of more 
than one block. When it comes to extra-Af- 
rican trade agreements, these multiple 
memberships cause problems. Take Zim- 
babwe. It is a fast-track member of co- 
MESA and part of sApc. Suppose sADC 
signs a trade agreement with Europe. 


Goods can be shipped from Europe to 
Zimbabwe—and onwards, tariff-free, to 
other fast-track comesa countries, per- 
haps to Kenya, from which the goods could 
also circulate inside the EAc. This chain of 
unanticipated liberalisation, though good 
for trade, might make an initial agreement 
with Europe harder to sign. 

The biggest gain from Africa’s regional 
alliances, all the same, is likely to be in pro- 
moting the spirit of free trade. Experience 
in negotiation and administration on the 
regional level will translate into improved 
competence at the global level. It is partly 
for this reason that the World Trade Orga- 
nisation gives cautious support to Africa’s 
efforts, even though it emphasises the pri- 
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macy of the multilateral system. 








*Not currently part of any African economic block 
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Another look at productivity 


New research raises doubts about the accuracy of America’s productivity 
measures and finds encouraging signs of broad-based gains 


VERY quarter economists and investors 

wait anxiously for America’s Bureau of 
Labour Statistics (Bs) to announce its lat- 
est figures on productivity. Economists 
care because productivity gains are linked 
to rising standards of living; investors care 
because those living standards translate 
into higher consumption, profits and share 
prices. A trio of new research papers*, 
however, suggests that the most widely 
used figures do not measure changes in 
productivity all that precisely. Using new 
tools, the last of these papers launches into 
the biggest debate on productivity— 
whether technological advances in the 
past decade have brought about a sea- 
change in productivity growth. 

The measurement problem is not new. 
In the past five years, America has changed 
its methods both for reporting real Gop 
and for computing the consumer-price in- 
dex, a trusted measure of inflation. William 
Nordhaus, an economist at Yale Univer- 
sity, makes a strong case for revising pro- 
ductivity figures too. Starting with stan- 
dard assumptions from welfare econ- 
omics, he builds a simple model of the 
economy and then asks what the ideal 
measure of productivity would be. 

Strictly speaking, productivity is the ra- 
tio of the extra value (the “value-added”) 
created by a given worker to the amount 
of time and effort that he expends. 
Value-added is usually measured as the 
selling price of a product minus the cost 
of all the materials that went into mak- 
ing it—an easy calculation. But when 
industries change products annually, and 
workers’ effort is hard to gauge, measure- 
ment is not so straightforward. 

In his first paper Mr Nordhaus points 
out that, ideally, productivity figures ought 
to be constantly adjusted to reflect changes 
in the composition of output. He also notes 
a subtle but important point that emerges 
from the algebra: growth in productivity as 
conventionally measured may be dis- 
torted by changes in the allocation of in- 
puts (labour and capital). Suppose a small 
amount of expenditure is moved from a 
less productive sector toa more productive 
one. This does not affect welfare but, Mr 
Nordhaus shows, it is falsely recorded as 


* “Alternative Methods for Measuring Productivity 
Growth”, “New Data and Output Concepts for Under- 
standing Productivity Trends", and “Productivity 
Growth and the New Economy”. All by William D. 
Nordhaus. neer Working Papers 8095, 8096 and 8097; 
www.nber.org/papers. 





an increase in productivity. The figures 
produced by the sis and other agencies 
worldwide fail in both these ways. 

Mr Nordhaus’s second paper suggests 
additional refinements. He advocates us- 
ing only the income generated at every 
stage of the production process tocalculate 
value-added; current figures use a com- 
bination of income and expenditure re- 
ports, which are not always updated at the 
same time. He also explains how ignoring 





















output in sectors where its prices are 
poorly measured—-such as construction, 
government, real estate and health ser- 
vices—can, paradoxically, improve the 
precision of productivity estimates. 


Practise what you preach 


The last paper in the series puts the au- 
thor’s prescriptions into action. He com- 
piles output data supplied by America’s 
Bureau of Economic Analysis—the same 
office that supplies the sLs—and, using 
techniques from the second paper, creates 
new productivity measures following the 
theoretical model of the first paper. As an 
application, Mr Nordhaus enters the de- 
bate on recent increases in productivity 
stemming from advances in information 
technology (rr) and high-tech industries. 
Mr Nordhaus uses his new methods to 
show that, because of difficulties measur- 


ing the quality of workers and capital, the 
BLSs’s estimates of productivity have over- 
stated its contribution to living standards 
for the past two decades and, moreover, 
that the gap has not been constant. He also 
demonstrates that between 1995 and 1998 
productivity judged by his measure did in- 
deed rise more rapidly than at any time in 
the past quarter-century—about 2.3% a 
year compared with a previous average of 
1%. Using only the productivity figures for 
sectors in which output is most accurately 
measured (which also happen to be sectors 
with rapid growth in productivity), the dif- 
ference is roughly 4.6% against 2.3%. 

Mr Nordhaus throws cold water on the 
idea that the economy’s potential for long- 
term expansion has changed. He recalls 
that productivity accelerations such as this 
one also occurred in the early 1960s, early 
1970s and early 1980s. Another finding is 
that productivity growth more than dou- 
bled between 1995 and 1998in sectors that 

may use but do not produce rr products, 
Interestingly, furthermore, it was higher 
in industries whose share of overall 
Gpr declined in the late 1990s. This runs 
counter to the findings of productivity 
scholars such as Robert Gordon of 
Northwestern University, whose work 
has often featured on this page. Mr Gor- 
don attributes underlying growth in pro- 
ductivity mainly to the manufacture (as 
opposed to the use) of computers. 

The sectors broadly identified by Mr 
Nordhaus as rr production did indeed ex- 
hibit stunning acceleration in productivity, 
from about 7% between 1978 and 1995 to 
over 13% in the following three years. As a 
whole, these sectors contributed roughly | 
half of the recent upturn in productivity 
growth—nothing to sneeze at, but not 
nearly as much as suggested by Mr Gor- 
don. On whether the upturn will last, Mr 
Nordhaus remains agnostic. He cautions 
against judging any long-term trends using 
data from only a few years. | 

Economic theory clearly implies that 
improving productivity, whether through 
technological change or increasing capital | 
intensity, is the most reliable way to raise | 
living standards. A thorough understand- 
ing of productivity, bolstered by better 
numbers, might therefore sharpen inves- 
tors’ expectations of consumption patterns 
and share prices. But none of Mr Nord- 
haus’s work implies that investors should 
start ignoring the announcements of the 
BLS and others. Until his proposals are im- 
plemented, their so-called productivity 
figures are the only ones around, and 
doubtless much better than nothing. 
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Genetically modified weaklings 


GM crop plants are less weed-like than weedy 


HE debate about the long-term ecologi- 
cal risks associated with genetically 
modified (Gm) crops took an unusual tum 
this week. Amid the acrimony, somebody 
actually published some data. Mick Crawley 
and his colleagues at Imperial College Lon- 
don have written up in Nature the results of 
their decade-long investigation into the 
_ competitive abilities of a number of strains 
of cm plant. They found that, far from 
marching like weeds over the countryside 
around their planting sites, the crops in 
question tended tocurl up and die in the face 
of competition from wild species. 

The team’s study began in 1990. At that 
time only four crop species—rape, maize, 
sugar beet and potatoes—had been sub- 
jected to genetic modification with a view to 
commercial planting. The rape, maize and 
beet had been modified with genes in- 
tended to promote immunity to herbicides. 
The potatoes were modified to resist the at- 
tentions of plant-eating insects. One type 
had an insecticidal gene from a bacterium 
called Bacillus thuringiensis engineered 
into it. The other contained a pea gene for the 
production of a poison called lectin. 

The team tested all five of these strains 
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by planting them in plots mixed with ver- 
sions of the same species that had been pro- 
duced by traditional breeding methods— 
and thus did not contain any “foreign” 
genes. The tests were carried out in three dif- 
ferent sites in Britain (Cornwall in the south- 
west of the country, Berkshire in the south 
and Sutherland in the far north), and in three 
successive years, in order to reduce the ef- 
fects of varying habitats and of different 
weather conditions in different years. 

The tests showed that, when untended 
by people, all four species of crop did badly. 
Of the 48 plots planted, 47 went extinct 
within four years. The exception, a plot of 
potatoes, lasted the whole decade. But, more 
significantly, the genetically modified vari- 
eties tended to do worse than those pro- 
duced by traditional methods of plant 
breeding. The surviving potatoes, for exam- 
ple, were all of the traditional sort. 

That crop plants do badly in compe- 
tition with wild species is to be expected. The 
protection they receive from farmers ts, in 
evolutionary terms, a quid pro quo for the 
fact that their physiologies are modified to 
serve human ends, rather than being 
sharpened for the cut and thrust of life in the 


wild. But it is odd, at first sight, that genetic 
modification in a laboratory should weaken 
a plant any more than traditional breeding 
methods do. 

Natural selection, however, is very de- 
manding. It will embarrass genes that are 


_ even slightly malign. And traditionally bred 


varieties have undergone a process more 
akin to natural selection than those which 
have merely had genes from other species 
inserted into them. In these cases, selection is 
probably acting on the cost in materials and 
energy of making the products of the intro- 
duced genes (in other words, the protein that 
bypasses the herbicide, or the poison that 
protects against the insect). 

Obviously, herbicide resistance is some- 
thing that is useful only when there are her- 
bicides around to resist. Otherwise, it is just a 
cost that has to be borne. Insect resistance, 
however, might be expected tobe as much of 
an advantage in the rough and tumble of the 
wild as in the cosseted environment of the 
farmer’s field. Not necessarily, says Dr Craw- 
ley, Previous studies of wild-plant ecology 
have shown that the main threat toa plant's 
existence comes not from insect predators 
but from competition with other plants. 

Herbivorous insects are, of course, a big 
problem for crops. Indeed, they can reach 
plague proportions, as in the case of locusts. 
But that only happens because the crops in 
question, being laid out in fields like a ban- 
quet, form an abundant source of food. In 
the wild, where individuals of a species are 
dotted around and have to be sought out by 
their predators, having a few leaves nibbled 
away is a minor nuisance compared with 
having your root system strangled and poi- 
soned by your neighbours. 

Needless to say, Dr Crawley’s result does 
not imply that genetic modification of crops 
is environmentally safe in all circumstances. 
The varieties he was planting were the first, 
tentative products of commercial geneticen- 
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The Richard Casement internship 

We invite applications for the 2001 Richard 
Casement internship. This is for a would-be 
journalist under 25 to spend three months of 
the summer on the newspaper, writing about 
science and technology. Our aim is more to dis- 
cover writing talent in a science student than 
scientific aptitude in a budding journalist. Ap- 
plicants should write a letter introducing them- 
selves, along with an original article of about 
600 words which they think suitable for publi- 
cation in the Science and Technology section. 
They should be prepared to come for an in- 
terview in London or New York, this April, at 
their own expense, Applications must reach us 
by March 6th. They should be sent by e-mail to 
casement@economist.com 
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gineering. Today’s gene technologists are 
much more ambitious. They hope, for exam- 
ple, to produce drought-resistant and cold- 
resistant plants, in order to extend the range 
over which they can be planted. But even 
these species will still be crops, and thus de- 
signed both to be tended by humans and to 
serve human ends. Any crop, no matter how 
robust, is necessarily symbiotic with people. 
Take away its human symbiont and it is un- 
likely to do well by itself. 





Eros 


NEARer to thee 


ESPITE its name, Eros is no more ro- 

mantic than any other huge rock. It 
measures about 33km (21 miles) long and 
13km wide, and is pockmarked with craters 
from the collisions it has suffered during its 
4.5 billion years of existence. It is also several 
hundred million kilometres 
from earth, so discovering even 
this basic information cost 
$223m and took four years. 
That, however, is a compara- 
tively small price as space mis- 
sions go. The spacecraft that 
made the journey, called 
NEAR-Shoemaker (the “NEAR” 
is short for Near Earth Asteroid 
Rendezvous; the “Shoemaker” 
was added later in tribute to a 
dead astronomer), was the first 
probe to be launched as part of 
NASA’s “Discovery” pro- 
gramme. This programme is 
supposed to epitomise the 
agency’s then-new mantra of 
“faster, better, cheaper”. 

NEAR has been orbiting Eros since last 
February. In that time it has measured most 
of the asteroid’s vital statistics, including its 
shape, chemistry, gravitational field and 
density. It has scrutinised its topography, 
sending back images of craters and ridges on 
the surface, answering some questions about 
these and raising many more. It has illumi- 
nated the link between asteroids and mete- 
orites, adding to understanding of the cre- 
ation of the solar system. Indeed, it has 
relayed ten times as much data to earth as its 
creators at the Applied Physics Laboratory of 
Johns Hopkins University in Maryland had 
originally hoped for. And on February 12th, 
as their grand finale, the researchers hope to 
crash-land it on the asteroid’s surface. 

In some ways Eros is an unconventional 
object. Most asteroids patrol the space be- 
tween the orbits of Mars and Jupiter. Eros, as 
the mission’s name suggests, goes round the 
sun in an orbit that brings it much closer to 
earth. Its composition, however, has turned 
out to be boringly normal. In fact, it has 
much in common with many of the meteor- 
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ites that land on earth. These meteorites, 
known as “ordinary chondrites”, have long 
been suspected of coming from the asteroid 
belt, since sunlight reflected from many as- 
teroids there looks a lot like sunlight reflected 
from a chondrite. But NEAR’s close-up prob- 
ing has confirmed the similarity with only a 
few remaining doubts (Eros lacks, for exam- 
ple, the abundance of sulphur of most or- 
dinary chondrites). 

The most useful aspect of this similarity 
is that it confirms the value of studying me- 
teorites. Since most objects in the asteroid 
belt are primitive, dating back to the begin- 
nings of the solar system, the information 
they hold—their. chemistry, and the tem- 
perature and pressure under which they 
were created—can be used to understand 
what conditions were like when the planets 
formed. NEAR’s results mean that research- 
ers can continue to study meteorites in the 


‘comfort of their own laboratories, confident 


that they can apply the results to the theory 
of planetary formation. 





Target practice 


One difference between Eros and ordin- 
ary meteorites, however, is that the asteroid 
is not magnetic. This came as a surprise to 
Andrew Cheng, the programme’s head sci- 
entist at Johns Hopkins. Most of the meteor- 
ites that land on earth are magnetic. Early 
lodestones, for instance, were almost always 
made of meteoritic fragments. Scientists had 
generally believed that these were magne- 
tised because they had broken away from 
magnetic asteroids. 

NEAR has also revealed much about the 
asteroid’s structure. Before the probe was 
launched, astronomers did not know 
whether asteroids were solid objects or col- 
lections of smaller pieces of rock, referred to 
in the trade as rubble piles. During its time in 
space, however, NEAR confirmed the exis- 
tence of both types. Mathilda, an object that 
NEAR passed briefly on its way to Eros, 
turned out to bea rubble pile. Eros is solid. 

Landing the spacecraft is the last step of 
the NEAR mission, and something not in- 
cluded in the team’s original plans. The 
opportunity, however, proved irresistible. It 
affords Dr Cheng and his colleagues the 


chance to get an even closer view of Eros’s 
craters. These have proved puzzling because 
they appear to have filled up with dust. Since 
Eros’s gravity is so small (a person on its sur- 
face would weigh only a few dozen grams), 
this dust probably could not have fallen into 
the craters in the way that it would on a 
heavier body. But there is a catch: NEAR was 
not designed to land. Instead, it must be 
crashed on to the asteroid’s surface. 

The crash, which nasa refers to as a 
“controlled landing”, will attempt to bring 
NEAR down to Eros ata rate of between 5and 
7 kilometres per hour—about walking pace. 
The craft itself may not survive this, but it 
gives the project’s engineers a chance to 
practise landing a spacecraft remotely on a 
relatively small target with a gravitational 
field that varies immensely from one place to 
another. That will be valuable information 
for engineers controlling the Muses-c mis- 
sion, a joint venture between Nasa and the 
Institute of Space and Aeronautical Science 
in Japan. This mission, which is due to blast 
off in 2002, will send a space- 
craft to an asteroid to collect 
surface samples, then return 
them toearth for analysis. 

Because of its shape and 
the location of its instruments, 
even if NEAR lands precisely 
where and how it is supposed 
to, it will be unable to transmit 
images from Eros’s surface. 
However, even if nothing 
comes from this final, kami- 
kaze journey, the project has 
already proved to be a success. 
According to Edward Weiler, 
one of the heads of space sci- 
ence at NASA, NEAR-Shoe- 
maker is proof that “faster, bet- 
ter, cheaper” is an approach thatcan work, if 
applied intelligently and not taken too far. 
Some claim the chances for a clean landing 
are about 1%. Dr Cheng is more optimistic, 
believing that the encounter will be any- 
thing but a NEAR miss. 





Vertigo 


A new kind of 
pacemaker 


OME people really do think that the 

world revolves around them—but they 
deserve sympathy, not reproach. They are 
suffering from the plight known as vertigo, a 
nauseating affliction of the brain’s sense of 
balance that produces a sensation of con- 
tinuous spinning. While many people feel 
this way sometimes, and pilots and deep-sea 
divers doso quite often, vertigo patients have 
to cope with such disorientation nearly all 
the time. Erik Viirre, of the University of Cali- 
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ATJHAT gave modem people their 
edge, and enabled them to displace 
the other human species, such as Neander- 
thals, who once shared the earth with 
them, is a matter of lively debate. Superior 
mental faculties, such as language and the 
ability to engage in abstract problem solv- 
ing, are the sort of explanations that are 
currently all the rage. But Wesley Niewoe- 
hner of the University of New Mexico has 
unearthed evidence that harks back to an 
earlier idea. This is that Homo sapiens be- 
came sole ruler of the planet because he 
was better at manipulating tools. 
“Unearthed”, in this case, is literally the 
truth. Dr Niewoehner’s evidence, pub- 
lished in the current edition of the Proceed- 
ings of the National Academy of Science, 
comes from fossils dug up in the Middle 
East. These fossils, which date back some 
100,000 years, come from two sites in Israel, 
| called Skhul and Qafzeh. The Skhul and 
Qafzeh skeletons are not identical with 
those of modern people but are clearly 
distinguishable from those of Neander- 
thals, and are generally classified as an 
early form of Homo sapiens. Dr Nie- 
woehner was interested in whether this re- 
semblance extended as far as the way they 








| Gaining the upper hand l 





used their tools. 

It has been known for some time that 
the grip of Homo neanderthalis was dif- 
ferent from, and in some ways inferior to, 
thatof Homo sapiens. In particular, Nean- 
derthals wielded their tools in a so-called 
power grip--held in the palm of the hand 
with the fingers curled around the body of 
the tool. By contrast, modern people make 
extensive use of tools with hafts and shafts, 
such as hammers. That provides mechani- 
cal advantage, and thus more force. 

What is not so clear is when this dis- 


“tinction first occurred, To see if it stretches 
“pack as far as 100,000 years, Dr Nie- 
-woehner compared. skeletal hands. un- 
-earthed at Skhul and Qafzeh with those of 
‘Neanderthals, and also with more recent 
Homo sapiens, ranging in age from about 


i 
li 
| 
40,000 years ago to the mid-2othcentury. | 
His analysis focused on the joints be- | 
tween the carpal and metacarpal bones of | 
the wrist and hand. The orientations and - 
shapes of these joints are a good indication — 
of what movements the hand in question 
can make comfortably, and how much | 
| 
| 


force it can exert in particular directions. 


To compare his samples, he produced 
three-dimensional computer models of 
them. He photographed each facet of the 
carpometacarpal joint from several direc- 
tions, and fed the results into a program | 
that produced a 3p grid of the surface in 
question. The computer then compared 
these grids to see which of the reference 
samples (Neanderthal, or the various 
forms of modern human) the Skhul and 
Qafzeh bones most resembled. 

Almost without exception, the answer | 
was that they resembled a modern human, | 
rather than a Neanderthal. In particular, 
they proved to be well adapted to the use 
of tools with hafts and shafts. Even at that 
early stage, itseems that humanity's ances- 
tors were shafting the opposition. 
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fornia, San Diego, thinks he may have found 
a way to bring sufferers some relief. 

Vertigo is the result of damage to the 
body’s balancing mechanism. This mecha- 
nism is called the vestibular system, because 
it is wired into the inner passage, or “vesti- 
bule”, of the ear. But it is also linked to the 
sense of sight through the vestibular-ocular 
reflex (vor). This means that when nerves in 
the ear sense that the head is moving one 
way, they tell the eyes to move the opposite 
way to compensate. Sufferers of vertigo have 
a slow vor. That causes their gaze to slide 
along with the movement of their heads, 
leaving them confused and nauseated. 

If only the world moved more slowly, 
these patients could keep their bearings, 
even with their sluggish vors. And for brief 
periods, at least, Dr Viirre has found a way to 
put the brakes on, through the use of virtual- 
reality technology. 

When wearing a pair of goggles fitted 
with small video screens, one of Dr Viirre’s 
subjects has the impression of standing 
within a computer-generated panorama, 
which can be examined in any direction in 
real time. Or, for that matter, in not-so real 
time: by adjusting the computer, Dr Viirre or 
one of his collaborators can control not only 
what the subject sees, but how fast he per- 
ceives it. 

In the real world, the farther away an ob- 
ject is, the slower it seems to move. (That is 
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why the horizon appears motionless, and is 
reassuring to look at during a boutof seasick- 
ness.) This means that shrinking a virtual 
scene, which makes it look farther away, also 
makes itappear to move more slowly. Dr Vi- 
irre is using this illusion to train those with a 
slow vor into faster performance. 

Todo so, he follows an old rule of thumb 
used by mothers and psychologists to get 
people tochange their behaviour. This rule is 
that a bad habit, or a bad reflex, cannot be 
undone all at once. It requires gradual coax- 
ing. So he starts by measuring the speed at 
which his subjects, vertigo patients all, actu- 
ally register motion. Then, he sets his virtual 
environment to run just a little faster than 
that comfort level. If, for instance, the speed 
of a subject’s vor means that he registers 
motion at half-speed, Dr Viirre shrinks the 
size of the virtual scene by only 45%. That still 
keeps things moving at a slightly discomfit- 
ing clip for the patient, even though the pace 
is much slower than in the real world. 

While standing in this decelerated scene, 
the patient is asked to carry out tasks that re- 
quire him to search the virtual environment: 
looking for all the “people” wearing red 
shirts, say, or blue ties. Every five minutes, 
the task is made more difficult by speeding 
the scene up another 3-5%. At the end of each 
30-minute session, the subject’s vor is mea- 
sured again, and at the next session, the ini- 
tial speed of the display is set slightly higher 


than this new benchmark. The control sub- 
jects, who are also vertigo sufferers, perform 
all ten sessions, but are shown scenes that. 
unfold at normal speed. ss 

Dr Viirre’s hope was that his test sub- - 
jects’ vors would speed up enough to adapt: 
to these changes, and that the adaptation: 
would continue even when the goggles were 
off, The preliminary results are encouraging, 
as he reported this week at a conference of — 
the Association for Research in Otolaryngol- 
ogy (as the field is known) in St Petersburg : 
Beach, Florida. The nine subjects in his pre- 
liminary study showed an average increase | 
of 16% in their vor speed after the sessions. 
And one week after the sessions ended, some: 
of that improvement persisted. The. half- 
dozen controls, by contrast, showed no im- 
provement—and in some cases may even 
have become a bit slower. 

Once Dr Viirre refines his training re- 
gime, he hopes to see larger and more per- 
manent effects. If the project is a success, = 
other patients will benefit from a surprising -` 
application of a comparatively new technol- 
ogy. The technology benefits, too. At the mo- 
ment virtual reality has a rather lightweight 
reputation, and has not really made its mark © | 
outside the entertainment industry. By help- 
ing to rehabilitate vertigo sufferers, it will 
have shown that it is good for something 
other than playing games. 
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Microsoft v Microsoft 


Two new books about the Microsoft trial offer distinct but complementary 


accounts of a landmark case 


N PAPER at least, the trial of Microsoft 

for antitrust violations has all the mak- 
ings of a terrific courtroom drama: on the 
cusp of the biggest economic boom most of 
us can remember, the world’s largest com- 
pany is sued by the world’s most powerful 
government. Mountains of incriminating 
: evidence reveal the business practices of its 
secretive and controversial boss, the richest 
manon earth. It ought to be edge-of-the-seat 
stuff, with sudden courtroom twists, smok- 
ing guns (or e-mails) and high-level cor- 
porate betrayals. Unfortunately, the rare 
moments of excitement in the trial were lost 
in grinding legal argument about consent 
decrees, application-programme interfaces 
and middleware. Making that sound dra- 
matic is a challenge. 

Of more immediate interest was how 
the trial illuminated the gap between Micro- 
soft’s ruthless tactics and its wish to present 
itself as an innovative and benevolent en- 
terprise, interested in bettering its cus- 
tomers’ lives. Microsoft goes to great 
lengths to manipulate its public im- 
age, using countless press officers 
to spin and counter-spin every 
announcement made by the firm 
orits rivals. Press coverage of the com- 
pany is monitored with an almost 
narcissistic zeal: press clippings pasted 
into scrapbooks used to be distributed 
on Microsoft’s campus, so that employees 
could see what was being 
written about the company, © 
though e-mail is now the 
preferred method of distribution. 
Microsoft maintains profiles of individ- 
ual journalists, and their perceived inter- 
ests and biases; it grants access to fa- 
voured reporters, but snubs those it 
deems too critical of the company. All of 
which means that getting a clear picture of 
Microsoft is extremely difficult. 

The trial, however, provided a way to 
by-pass the company’s spin doctors as inter- 
nal e-mails between senior executives could 
be matched against Microsoft’s public state- 
ments. It was the resulting fragmentary in- 
sight into the software Goliath that saw itself 
as David, rather than the day-to-day joust- 
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| WoRLD WAR 3.0: MICROSOFT AND ITS 

| Enemies. By Ken Auletta. Random 
House; 456 pages; $27.95. Profile Books; 
£17.99. 

| Pripe BEFORE THE FALL: THE TRIALS | 

| oF Bit. GATES AND THE END OF THE 

| Microsort Era. By John Heilemann. 

| 

| 


HarperCollins; 246 pages; $25 and 





fiance 
ing of the lawyers, that was the most fasci- 
nating aspect of the case. 

Even so, in “World War 3.0”, Ken Auletta, 
a writer at the New Yorker, opts for the stage 
format of courtroom conflict. After setting 
the industrial scene, he introduces the main 
characters and describes each witness. De- 
tailed character sketches and explanations 
of the issues are interwoven, though not al- 




























p the representatives of the 19 states that sued 





ways seamlessly. And Mr Auletta’s efforts to 
animate the story with the help of elevated 
prose and the kind of military metaphors 
beloved of business magazines serve mainly 
to underline how dull most of the raw mate- 
rial of the trial actually was. (The judge hear- 
ing the case, Thomas Penfield Jackson, fell . 

asleep on several occasions.) 

David Boies, the government’s lawyer, 
drew some blood in his cross-examinations, 
but by and large both sides kept to their 
scripts; there was no knockout punch that ` 
sealed the outcome of the trial. What little 
tension there was came from Mr Boies’s 
shrewd and devastating use of the video- 
taped deposition of Microsoft's boss, Bill 
Gates, who came across as evasive, forgetful 
and generally untrustworthy. 

But although the trial itself failed to ex- 
cite, Mr Auletta has an ace up his sleeve: his 
interviews with Judge Jackson, which are 
unquestionably the highlight of his book. - 
We are told that Judge Jackson regarded Mr 
Gates as an arrogant, Napoleon-like figure, 
thathe admired Mr Boies as the finest lawyer 
ever to have appeared in his courtroom and 
that he thought Microsoft's lawyers made 
several serious errors. After Judge Jacksonis- 
sued his ruling, Microsoft's lawyers com- 
plained that he was biased and have cited 
Mr Auletta’s book as evidence. 

Mr Auletta also gained behind-the- 
scenes access to the failed mediation effort 
led by Judge Richard Posner, and reveals 
how close Microsoft came to settling the case 
at the last minute. The company was, he ex- 
plains, prepared to make several conces- 
sions it had previously rejected outright. But 
Judge Posner’s mediation did not bear fruit, 
in large part because of his failure to involve 












Microsoft alongside the government. 


When the grassroots sue 


John Heilemann’s book tells the same 
| story from a different perspective. 
Whereas Mr Auletta gives a top- 
ia down view, placing the Microsoft 
trial in the broader context of the 
telecommunications, technology and 
media industries, Mr Heilemann, a former 
writer for this newspaper, gives the bot- 
tom-up view from Silicon Valley, where, he 
argues, a handful of maverick individuals 
were instrumental in getting the gov- 
ernment to bring its case against 
Microsoft. 

Mr Heilemann reveals the 
existence of Project Sherman, a 
$3m initiative funded by Micro- 
softs arch-rival, Sun Microsys- 
tems, which paid dozens of 
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The man on the right is not Bill Gates but Tim Robbins, who looks and acts 
like the software mogul in a new film, “Antitrust”. Apart from William 
Randolph Hearst (“Citizen Kane”), few American tycoons have stood out 
as distinct enough personalities to inspire Hollywood. So it is flattering to 
Mr Gates that MGM should have made a recognisable villain of him in a 
thriller pitting an open-source hero (Ryan Philippe, left) against a com- 
puter tyrant. The film, which is not doing well at the box-office, did not 
worry Microsoft, which professed to believe it was about AOL or Oracle. 








lawyers and antitrust experts huge fees to 
amass the evidence to help persuade the Un- 
ited States government to take Microsoft to 
court. Mr Heilemann’s Silicon Valley con- 
nections provide him with a number of illu- 
minating and colourful anecdotes about the 
trial, and the motivations of those involved 
in it. He even unearths an eyewitness to the 
crucial meeting in 1995 between Microsoft 
and Netscape, at which, he confirms, a Mi- 
crosoft official threatened to “cut off Net- 
scape’s air supply”. 

“Pride Before the Fall”, much of which 
appeared as a long article in Wired, is thank- 
fully sparing in its account of the trial itself. 
Unlike Mr Auletta, Mr Heilemann knows 
how to explain technicalities in easy lan- 
guage, so that his book is less laden with for- 
bidding jargon. And while Mr Auletta’s de- 
scriptions of his face-to-face encounters 
with Mr Gates are self-aggrandising, Mr Hei- 
lemann’s are not. 

Anyone looking for the behind-the- 
scenes story of the Microsoft trial will have to 
read both books to get the full picture. Mr 
Heilemann’s account is the more entertain- 
ing and faster-paced of the two, whereas Mr 
Auletta’s is more substantial. What both 
have in common is their portrayal of Micro- 
soft officials as arrogant, foolish and politi- 
cally naive in expecting to be able to best the 
American government in the same way that 
they crushed so many of their competitors. 
In the end, the judge ruled that Microsoft 
had acted illegally, using anti-competitive 
measures to preserve its monopoly and by 
being predatory towards its competitors. 
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Whatever happens next—the case goes to 
the appeal court later this month—it is clear 
that Microsoft should have settled the case 
years ago, when it had the chance. Ulti- 
mately, Microsoft’s worst enemy proved to 
be neither the Department of Justice, nor its 
rivals in Silicon Valley, but itself. 
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Economics in history 


Not the whole 
story 


THE CASH Nexus: MONEY AND POWER IN 
THE MODERN WORLD 1700-2000. By Niall 
Ferguson. Basic Books; 560 pages; $30. Pen- 
guin; £20 


T AN essay of this historical sweep, it is 
always good to have something to shoot 
at. “The Cash Nexus” provides Niall Fergu- 
son, a prolific Oxford historian, with not 
one target but several. With practised eye, 
he takes aim at the claim that economics 
decides the course of history; that democ- 
racy brings wealth and peace; that Britain 
and America were undone by imperial 
overstretch; and that today’s world is gov- 
erned by financial markets. Each of these 
large claims is shot down with elegance 


and skill, backed up by wide erudition. 

The roots of Mr Ferguson’s latest work 
can be detected in his history of the house 
of Rothschild (1998), though its immediate 
genesis, as he tells us, was in a planned his- 
tory of the world’s bond markets. Having 
embarked on that, however, he was di- 
verted into a general attack on economic 
determinism, which constitutes this new 
book’s main thread. 

He sets out, promisingly enough, to ex- 
plain how the demands of war and the 
struggle for power led 18th-century Britain 
to foster such institutions as a tax-gathering 
bureaucracy, parliamentary government, a 
public debt market and a central bank. The 
obvious contrast is with Britain’s bigger and 
richer rival, France, which lacked the right 
institutional and financial framework to 
win their innumerable wars. 

As Mr Ferguson points out, for most of 
the century France had a smaller national 
debt than Britain—but, crucially, it paid 
three times as much in debt service, thanks 
partly to its long history of defaults. Brit- 
ain’s eventual triumph was not, therefore, a 
matter of sheer economic muscle. Bishop 
Berkeley’s famous observation, that credit 
was “the principal advantage that England 
hath over France”, pointed rather to a 
sounder institutional framework. This epi- 
sode is wisely offered as a lesson for other 
countries, even today. 

After this strong beginning, however, 
the book wanders off into the rising de- 
mands of the welfare state; the myth that in 
modern democracies economic success as- 
sures electoral success; and the corrupting 
influence of money on contemporary poli- 
tics. There is even a foray into the role of 
gold, Keynes’s “barbarous relic”, to which 
are added some rather hurried (and mostly 
negative) comments about the prospects 
for Europe’s economic and monetary un- 
ion. The book closes with a plea for more 
immigration to western countries (and 
more defence spending by them). There is a 
valiant attempt at a conclusion which gives 
economics and finance their due, while al- 
lowing that sex, violence and the pursuit of 
power often overwhelm them. By this 
point, the thread is as good as broken. 

None of this is to deny the pleasures 
and rewards that will be got from “The 
Cash Nexus” by professional historians 
and general readers alike. Mr Ferguson’s 
scholarship is lightly worn, and his range of 
reference wide: from Carlyle (who supplied 
the title), through Wagner and sundry phi- 
losophers to such 19th-century novelists as 
Tolstoy, Trollope and Zola. Almost every 
chapter has its own delights. But it is hard 
to escape the overall conclusion that, after 
producing so many fine books so quickly, 
Mr Ferguson might have done better to 
have worked out a more coherent and con- 
vincing thesis. 

a 
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Culture and the humanities 


Both ways 


ACADEMIC INsTINCTs. By Marjorie Garber. 
Princeton University Press; 187 pages; $19.95 
and £11.95 


HE dust-jacket of this book reproduces 

a detail from Raphael's “The School of 
Athens”, in which the great thinkers of the 
ancient world are anachronistically assem- 
bled as though for one great toga-wearing 
seminar (Marjorie Garber discusses the pic- 
ture as emblematic of the yearning to cross 
disciplinary as well as chronological 
boundaries). In the foreground of the origi- 
nal, Diogenes the Cynic lounges on the 
steps, leaving a space between himself and 
the more loftily discoursing Plato and Aris- 
totle. Into this space a digitally enhanced 
photo of Ms Garber and her two golden re- 
trievers has been deftly inserted. Anyone 
who thinks the academic world is going to 
the dogs should read this book—though if 
you are at all allergic to chutzpah, the jacket 
should serve as the equivalent to the warn- 
ing that a product may contain nuts. 

Ms Garber is the queen of crossover. 
“Crossover”, in case you haven’t heard, re- 
fers to the way in which certain individuals 
or books manage to combine serious aca- 
demic standing with wider non-academic 
popularity. Ms Garber is a professor of Eng- 
lish at Harvard, but she clearly hasn’t let 
that slow her down. She’s also written best- 
selling books on real estate, cross-dressing, 
and loving one’s dog. Now, in this seduc- 
tively slim, witty volume, she sets about 
justifying the ways of dons to man—-not, of 
course, that she uses archaic terms like 
“dons” or “man”. 

Each of the book’s three chapters ad- 
dresses an issue that constantly recurs in 
debates about the humanities: the question 





Teacher’s pets among the big baguettes 
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of whether the “amateur” has been wholly 
displaced by the “professional” the ideal of 
disciplinary purity and the suspect status 
of new disciplines; and the ever-recurring 
complaint about the use of “jargon” by 
academics. In all three cases, Ms Garber’s 
strategy is the same: drawing upon a wide 
range of scholarly and journalistic sources, 
she shows that the terms of each of these 
debates are unstable—what is praised as 
“plain language” at one moment is derided 
as “jargon” the next—and that in fact this 
instability is a necessary feature of the 
intellectual vitality of work in the human- 
ities. Today’s professionals are tomorrow’s 
amateurs, all disciplines are hybrid and 
constantly evolving, the charge of “jargon” 
simultaneously registers disturbing novelty 
and jaded familiarity. The book is, in effect, 
an elegant demonstration of the nature of 
dialectical thinking as applied to some of 
the hot topics of the recent “culture wars”. 

Ms Garber says more than once that 
the point is not to “take sides” in the 
heated, wearying disputes about these is- 
sues, but to understand the function of the 
disputes themselves. However, her book 
does take sides, despite her disclaimers. To 
say, for example, that current complaints 
about jargon are part of a pattern in which 
the critics misunderstand the nature of lin- 
guistic innovation is to say that the ob- 
jection is misconceived: it is to try to de- 
prive the critics of their weapons. Although 
she adopts a fashionably relativist tone, in 
which the “dissolving” of boundaries ap- 
pears as the highest good, Ms Garber is lay- 
ing down the law. By presenting as positive 
and necessary those features of contempo- 
rary literary theory and cultural studies 
that are so widely deplored, she is implic- 
itly defending those practices against their 
(largely non-academic) detractors. 

While by no means all such complain- 
ants are well-motivated or well-informed, 
lay readers may feel that here is a case of 
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the professor who wants to have it both 
ways. Her prose in the main text is collo- 
quial and unintimidating, while heavily ar- 
moured units gather in the footnotes in the 
form of quotations from Adomo, Barthes 
and company. On this showing, the cock- 
tail of the day is Literary Theory Lite. It slips 
down very pleasantly, inducing a benign 
feeling in which all previously troubling is- 
sues lose their urgency and sharpness. Jar- 
gon, schmargon—and aren’t they just the 
cutest dogs? 


Renaissance art and architecture 


All-round man? 


LEON BATTISTA ALBERTI? MASTER BUILDER 
OF THE ITALIAN RENAISSANCE. By Anthony 
Grafton. Hill & Wang; 432 pages; $35. Allen 
Lane, The Penguin Press; £25 


N HIS book “The Civilisation of the Re- 

naissance in Italy”, Jacob Burckhardt 
cited Leon Battista Alberti as a prime exam- 
ple of “universal man”, outstanding for the 
tremendous range of his interests and abili- 
ties, from athletics and horsemanship to 
art, architecture, archeology and literature. 
It now seems that Burckhardt’s assessment 
of Alberti was largely based on a short con- 
temporary account written by Alberti him- 
self. The book tells us much about Alberti’s 
aspirations and character, but for a more 
objective assessment of his achievements 
and historical importance we need to look 
elsewhere. 

Unfortunately, the records of his life are 
rather sparse. Bom in Genoa in 1404 as an 
illegitimate member of an exiled Florentine 
family, Alberti worked from 1431 at the pa- 
pal court in Rome, though little is known of 
his official activities there. He is chiefly re- 
membered as an author of numerous 
books on a wide variety of topics and as a 
distinguished architect. His writings are not 
readily accessible to modern readers; even 
specialists find many of them hard going 
and often puzzling. Anthony Grafton, an 
authority on the history of classical schol- 
arship, is ideally qualified to place them in 
the intellectual context of their time. Yet his 
claims for their interest and originality are 
often asserted as a matter of fact rather 
than convincingly argued. 

Mr Grafton devotes most of his atten- 
tion to the two books by Alberti that are 
still quite widely read: his treatises on 
painting and architecture. The first of these, 
“De Pictura”, written around 1435 in both 
Latin and Italian, is the earliest work of its 
kind to have survived. Alberti’s purpose in 
writing it remains unclear, as does its rela- 
tion to the painting of the time. Like many 
academics, Mr Grafton supposes that Re- 
naissance artists felt a sense of intellectual 


Bo 
























BOOKS AND ARTS 


inferiority and would have - 
been grateful to be told 
what they should be doing 
by a young papal bureau- 
crat with a good grounding 
in the classics, such as Al- 
berti. The evidence for this 
is less substantial than Mr 
Grafton implies, and it re- 
mains doubtful whether Al- a 
bertis book was widely read or ' 
whether it had any significant influence on 
the practice of painting or on the attitudes 
of patrons. 

Alberti’s treatise on architecture, “De Re 
Aedificatoria”, a reworking of an ancient 
text by Vitruvius, was presented to the 
pope in 1452. It had a relatively wide cir- 
culation and may have encouraged Renais- 
sance patrons to take a greater interest in 
the subject (as well as to employ the author 
himself). Alberti was probably the first 
European architect responsible for the de- 
sign but not the construction of his build- 
ings--in this he was certainly an innovator. 
More importantly, his educational and 
intellectual background may well have en- 
couraged him to imitate classical architec- 
ture more closely than any of his predeces- 















~ sors or contemporaries, and 
in this respect his designs 
were enormously influen- 
tial. Despite the title of his 
book, Mr Grafton rele- 
= gates these designs to a 
brief and inadequate final 
section and does not even 
F provide readers with a full 
set of illustrations. 

Burckhardt was both fasci- 





aise and repelled by what he took to be 


the major characteristics of 15th-century 
Italian society, especially its unfettered in- 
dividualism and frequent outbursts of vio- 
lence. Mr Grafton sees it in far more posi- 
tive and simplistic terms. For him, patrons 
are always erudite and sophisticated, while 
the scholars behave rather like the aca- 
demic stars of the present-day conference 
circuit, with Alberti himself the biggest star 
of all. As a result, his book, which reads 
more like public-relations hype than his- 
torical analysis, seems curiously old-fash- 
ioned in approach and slightly patronising 
in tone. Mr Grafton’s portrayal would have 
been more convincing had he scrutinised 
his subject with a more critical eye. 
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Japan observed 


Concretely 


DOGS AND DEMONS: TALES FROM THE DARK 
SIDE OF JAPAN. By Alex Kerr. Hill and Wang; 


448 pages; $27 


HIS is a gloomy book, made darker by 

the author’s disillusionment with a Ja- 
pan that failed to live up to his expecta- 
tions. Like so many before him and since, 
the young Japanologist fresh out of college 
in America in the early 1970s was drawn to 
the country by its artistic treasures, a love 
of the language and visions of “lush moun- 
tains and clear-running streams pouring 
over emerald rocks”. But, again, like so 
many foreigners who have adopted Japan 
and made it their home, affection eventu- 
ally turns to frustration, anger even, as the 
subtle and inevitable exclusion by a culture 
that treasures its homogeneity starts to 
erode the foreigner’s enthusiasm. 

The book opens well enough. Anyone 
who has spent more than a week travelling 
around Japan quickly realises that the 
country is one big construction site. Mr Kerr 





Giving the finger 


AMS and a woman are talking on a 
bus in Naples. All of a sudden, the 
man raises his hand, draws together his 
fingertips, lifts them to his lips and appears 
either to spit on them or to give them a kiss 
before pointing them at the woman. How 
to know whether his intentions are noble 
or base, romantic or murderous—spitting 
| on one’s fingertips being the second most 
deadly insult in Naples after spitting di- 
rectly in your face? 

The answer may well be found in An- 
drea de Jorio’s extraordinary volume, 
“Gesture in Naples and Gesture in Classi- 
cal Antiquity”, now finally translated into 
English almost 170 years after it was first 
published. Born in 1769, de Jorio was a 
cleric and a canon of the cathedral of Na- 
ples who asked to be released from his 
| godly duties when he discovered a richly 
decorated ancient Greek tomb near Cuma 
and fell passionately in love with archaeol- 
| ogy. De Jorio believed that ordinary Nea- 
| politans had preserved in their culture 
many of the traditions that came down 
from the ancient Greek founders of the 
city. A proper study of contemporary facial 
and bodily gestures, he believed, would 
help interpret the figures that were coming 
to light in the excavations being underta- 





GESTURE IN NAPLES AND GESTURE IN CLASSICAL ANTIQUITY. By Andrea de Jorio. 
Translated by Adam Kendon. Indiana University Press; 632 pages; $49.95 and £34 


ken at Herculaneum, Pozzuoli and Pom- 
peii in the first half of the 19th century. 

“Gesture in Naples” was, its American 
publishers claim, the first book ever to 
make a proper ethnographic study of ges- 
ture. With commendable—and occasion- 
ally pedantic—care, de Jorio lists and de- 
scribes all the Neapolitans’ expressions for 
love, lust, teasing, cuckoldry, rage, scorn, 
disappointment and disdain, together 
with their myriad interpretations. The 
association with antiquity is perhaps less 
interesting to a modern reader than the 
study of gesture as communication. As a 
chronicle of the salty doings ofa richly the- 
atrical city, “Gesture in Naples” is unsur- 
passed; as a snapshot of a society now ho- 
mogenised like any other, itis unique. 

In modern times, Luigi Barzini was the 
writer who did most to put out the word on 
de Jorio and his classic. In “The Italians” 
(1964), Barzini described “Gesture in Na- 
ples” as a gem, though one so difficult to 
obtain that he had to resort to purloining a 
copy from an unsuspecting English gentle- 
man. Thanks toa fine translation by Adam 
Kendon, an anthropologist who has stud- 
ied aboriginal sign language—and to the 
imagination of Indiana University Press— 
thefts of this kind will no longer be needed. 
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vents much of his spleen on this concrete 
vandalism of the countryside and explains 
graphically why the archipelago has been 
seemingly paved from tip to toe. Apart 
from being the biggest employer in Japan, 
putting the rice on the table in one out of 
every six households, the construction in- 
dustry is by far the largest contributor to 
the ruling Liberal Democratic Party. Having 
built all the roads, bridges, tunnels, har- 
bours, airports, schools, hospitals and city 
halls that the country is ever likely to need, 
so desperate have the construction compa- 
nies become to find new places to pour 
their concrete that they have taken to pav- 
ing over the river beds and beaches. 

The author is rightly scathing about the 
ugly “tetrapods” that barricade much of the 
Japanese coast. Far from protecting it, stud- 
ies show that these four-legged, 50-tonne 
concrete monsters, piled upon one another 
along the beaches, actually hasten erosion. 
But making them, and manhandling them 
into place, is big business. Japan spends 
twice as much (as a percentage of gross do- 
mestic product) on public works as Amer- 
ica. The irony is that it was America which, 
under its Structural Impediment Initiative 
of the late 1980s, bullied Japan into dou- 
bling its commitment to public works—in a 
misguided attempt to divert it from allocat- 
ing so much to its export industries. 

In the end, however, the book creates a 
misleading impression by implying that life 
for the average Japanese was somehow 
more harmonious and fulfilling in earlier 
times, and that in important respects it has 
been downhill ever since. For the majority 
of Japanese, the norm for centuries was 
grinding poverty, disease and incipient 
malnutrition until the post-war re- 
construction, kick-started by the allied 
occupation, began to work its magic. The 
life expectancy for the average Japanese by 
the end of the second world war was 47 
years—about the same as it had been a cen- 
tury earlier. Now it is around 75 years. If 
truth be told, today is Japan’s golden age, 
despite being still mired in post-bubble de- 
tritus, plagued by political ineptitude and 
set more than ever in concrete. 
= 





Cancer research 


The good doctor 


Dr FOLKMAN’s WAR: ANGIOGENESIS AND 
THE STRUGGLE TO DEFEAT CANCER. By Rob- 
ert Cooke. Random House; 320 pages; $25.95 


CIENCE, like the church, has its share of 
heretics—those who question current 
thinking or dare to propose a different 
view. It also has ways of dealing with such 
dissenters, deriding their arguments, deny- 
ing their research funding or declining to 
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Not a girl’s best friend 


THE Love oF Stones. By Tobias Hill. Faber and Faber; 397 pages; £10.99 


fea) a bonny thing,” says Sherlock 
Holmes, in “The Adventure of the 
Blue Carbuncle”, as he admires the jewel 
of the story’s title. “Just see how it glints 
and sparkles. Of course it is a nucleus and 
focus of crime. Every good stone is. They 
are the devil’s pet baits. In the larger and 
older jewels every facet may stand for a 
bloody deed.” Tobias Hill quotes these 
lines in “The Love of Stones”, and one 
wonders whether they gave him the hint 
for his novel, for it too is a detective story 
of glinting and sparkling jewels that in- 
spire bloody deeds. 

The novel opens with the brutal mur- 
der of John the Fearless, the second Valois 
Duke of Burgundy. The unfortunate duke 
dies in fine style, however, sporting a mag- 
nificent shoulder knot comprising three 
rubies and three pearls with a huge dia- 
mond in the middle. This splendid piece 
becomes known as the Three Brethren. 

Meanwhile, in the contemporary 
present, a young English woman, Katha- 





rine Sterne, has become obsessed with the 
long-lost Three Brethren and resolves to 
track it down. The narrative sweeps from 
the battlefields of 15th-century France to 
the gaslit streets of a grubby, Dickensian 
London to the teeming marketplaces of 
modern Turkey. Interwoven with all this 
is a further tale, that of two Iraqi brothers, 
Daniel and Salman, who come to London 
in the early 19th century, hoping to make 
their fortune as jewellers. 

Though full of incident and historical 
detail, “The Love of Stones” fails to deliver 
on other levels. Its central character, Kath- 
arine, never comes to life off the page, and 
the question “Why is she doing this?” is 
not satisfactorily answered. She speaks of 
“the soulless lives of stones”—an unpre- 
possessing quality which she shares. Not 
caring about Katharine as a character 
makes it difficult to care about her quest 
and all that it involves. One admires the 
novel’s scope and ambition, but longs for 
alittle more humanity and warmth. 





publish their findings. Those 
who challenge the scientific or- 
thodoxy are more often cold- 
shouldered than burnt at the 
stake. But a few, armed with 
proof and persistence, survive 
the deep freeze to see their ideas 
take hold. One of these is Judah 
Folkman, a surgeon-scientist at 
Harvard University, whose no- 
tions of how the body builds 
blood vessels have travelled 
from the fringe of medicine to 
the front-line of cancer therapy. 

About 40 years ago, Dr Folk- 
man noticed that tumours cultivated in lab 
animals will stop growing without a net- 
work of blood vessels running through 
them. Others had observed this phenome- 
non before, only to dismiss it as unimpor- 
tant. But the blood vessels struck Dr Folk- 
man as more than an anatomical curiosity: 
surely here lay the key to a tumour’s sur- 
vival, providing it with the oxygen and nu- 
trients needed for growth. Dr Folkman 
reckoned that this vascular lifeline was so 
critical that cancer cells must produce a 
biochemical to encourage such “angiogene- 
sis” —the process by which the body creates 
new blood vessels branching off the exist- 
ing circulatory system, rather like laying 
new pipe from the water mains. Moreover, 
he speculated that once this biochemical 
was isolated, it could be used to encourage 
blood vessel formation in bits of the body 
that need it, such as healing wounds, and 








that other substances might exist to block it 
where it was causing more harm than 
good, as in tumours. 

But Dr Folkman faced two hurdles in 
testing his theories. The first was technical: 
before the mid-1980s, when molecular biol- 
ogy and the easy manipulation of DNA 
started to make mass production of com- 
plex biochemicals easy, extracting trace 
molecules from the body required moun- 
tains of tissue and months of complex 
chemistry to obtain a few specks of the de- 
sired substance. The second, and more 
daunting, was cultural: the hostility of a re- 
search establishment wedded to the notion 
that cancer should be fought with surgery, 
radiation and chemotherapy, rather than 
by fiddling around with a tumour’s plumb- 
ing, and highly resentful of an ace surgeon 
who also dared to do basic research. 

Dr Folkman has fought his struggle 


95 


BOOKS AND ARTS 


during a period of remarkable upheaval in 
medicine. When he began, it was unusual 
for academics to strike alliances with the 
pharmaceutical industry. Dr Folkman was 
among the first to reach out to firms like 
Monsanto for help. Nowadays partner- 
ships of this kind are commonplace, uni- 
versities are patenting madly and research- 
ers are starting biotech firms by the score. 
Public curiosity about medicine has also 
grown and, with it, the space given to medi- 
cal research by the media. In 1998 Dr Folk- 
man learned this the hard way, when an 
over-enthusiastic article in the New York 
Times trumpeted an imminent cure for 
cancer. To his embarrassment, the article set 
off an international storm and sent shares 


in EntreMed, the company making his 
molecules, soaring. 

Dr Folkman’s war is far from won, but 
he has scored some notable victories. Sev- 
eral of the anti-angiogenic substances iden- 
tified by his team, among them endostatin 
and angiostatin, have been shown to slow 
tumour growth and are now being put 
through their paces in clinical trials. In the 
process, Dr Folkman has gained a formida- 
ble scientific reputation as well as respect 
for his clinical prowess and generous na- 
ture. It is a rare combination, which this 
book describes at times in almost hagio- 
graphic tones. Dr Folkman’s own assess- 
ment is blunter: “You can tell a leader by 
counting the number of arrows in his ass.” 
a 





Contemporary music 


The inclusive Mr Adams 


A new work from America’s most-performed composer should be heard and 


not seen 


N THE best traditions of American de- 

mocracy, John Adamsisa passionately in- 
clusive composer. Throughout his career, he 
has resisted attempts to segregate high and 
low culture, popular and classical music. 
This breadth was part of his birthright: his fa- 
ther was a big-band clarinettist, his mother a 
ballroom singer, and they both loved the 
music of the classical masters. As Mr Adams 
himself once put it, “I grew up in a house 
where Benny Goodman and Mozart were 
not separated.” 

At university in the 1960s he encountered 
a different attitude. Academic music was 
dominated by serialism, which stressed for- 
mal structures over frank emotion. The 
streets seethed with rock and social protest, 
but the restless Mr Adams languished in the 
Harvard music department, “a mausoleum 
where we would sit and count tone-rows in 
Webern. But then we were all going back to 
our rooms and getting high and listening to 
John Coltrane and the Rolling Stones.” 

The budding composer felt the whole 
experience was schizoid and dishonest, and 
he fled to San Francisco, where he has lived 
ever since. His musical turning point was the 
discovery of the minimalist school of com- 
position, which combined fizzing pulsation, 
mesmerising patterns and engaging tunes. 
Mr Adams quickly developed his own 
voice, going beyond minimalism and 
gleefully incorporating whatever bits 
of idiom he wished, from Beethoven 
and Mahler to swooning mock-Hol- 
lywood themes, jazz, rock or gospel. 
Over the years he has produced 
original orchestral and chamber 
works, as well as concertos for vio- 
lin, clarinet and piano. A survey of 
top orchestras a few years ago 
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found he was the most frequently per- 
formed living American composer. 

Perhaps what Mr Adams is best known 
for are his operas—surprisingly, since ini- 
tially he was not attracted to this most select 
and elevated of musical forms. However, his 
mind was changed when he met a path- 
breaking young director, Peter Sellars, who 
proposed the historic meeting of Richard 
Nixon and Mao Zedong in 1972 as a subject. 
Premiered in 1987, “Nixon in China” was an 
instant hit, from its sensational opening de- 
piction of the president's jet touching down 
in Beijing, through state functions and walk- 
abouts to the solitary musings at the end. 

This new “docu-op” was notable both 
for the range of Mr Adams’s music and Mr 
















Master mixer 


Sellars’s ingenious, indeed occasionally 
overwhelming staging: the director was 
clearly as much a part of the production as 
the composer. But in their second opera, 
“The Death of Klinghoffer” (1991), Mr Sellars 
seemed to take a worrying precedence, cre- 
ating a hyperactive melange which actually 
obscured the narrative and swamped the 
music. Though Mr Adams finds Mr Sellars’s 
creative energy inspiring, and shares his de- 
sire to expand music theatre’s range of refer- 
ence, the director’s excesses seem to loom 
again in their latest collaboration, “El Nino”, 
an oratorio which was premiered in Paris be- 
fore Christmas and performed in San Fran- 
cisco last month. 

The title refers both to the Christian story 
of the birth of Jesus and to the meteorologi- 
cal phenomenon which has wreaked havoc 
on the world’s weather. Its text comes not 
just from the Bible but from works by His- 
panic authors, especially contemporary 
women, in an attempt to counterbalance the 
traditional male point of view. The work is 
performed by three vocal soloists, chorus, 
children’s chorus, a trio of counter-tenors 
and three dancers. Though the piece is only 
“semi-staged’’—in an empty space—Mr Sel- 
lars has created his usual welter of effects, in- 
cluding entrances, exits, varied groupings 
and symbolic sequences, in counterpoint to 
Mr Adams's music. 

But his most controversial stroke is a film 
which runs continuously on a full-size 
screen above the stage, with its own charac- 
ters and action. It, too, depicts the story of a 
birth, to a young Hispanic couple shown in 
various settings—a beach, a desert, down- 
town, cruising in a flashy car—and in vague 
encounters with other people. There is yet 
more symbolic action, with dancers and 
soft-focus new-age images. To many critics 
the main effect was exasperation—“rub- 
bish”, one called it—an infuriating distrac- 
tion from what seemed to be a strikingly dra- 
matic score. Mr Adams’s work, they felt, had 
been reduced to the music-over for an MTV 
nativity or fora television ad. 

In defence of Mr Sellars, one commen- 
tator commended the laid-back, “plug in 
anywhere” aspect of the spectacle. But Mr 
Adams’s rich, diverse musical world can 
stand on its own. Indeed he has left himself 
an escape route for future productions of “El 
Nino”: as it is an oratorio, not an opera, he 
can envision the piece as a straightforward 

concert work in the manner of Handel's 
“Messiah”. Many admirers would 
welcome a chance to hear Mr Ad- 
ams’s piece, free from the manic 
inspiration and sensory over- 
load of Mr Sellars. Meanwhile, 
the breadth of the composer’s 
achievement from its begin- 
nings can be enjoyed in the 
10-CD set, “The John Adams Ear 
Box”, on Nonesuch 79453-2. 
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S OFTEN happens when a 
project turns out to be as suc- 
cessful as Club Med, there is some 
disagreement about who should 
have the credit. Some would give 
it to Gérard Blitz, a Belgian who in 
the 1920s and 1930s had won sev- 
eral Olympic medals for swim- 
ming and water polo. After the 
second world war he was running 
transit camps for Belgian soldiers 
returning home. He bought tar- 
paulins and other useful materi- 
als from a French factory owned 
by Gilbert Trigano’s family. Gé- 
rard suggested to Gilbert (or it 
may have been the other way 
round) that, with Europe at peace, 
they should get into the holiday 
business. In 1950 they bought 
some American army surplus 
tents and camp beds, set them up 
in a pine wood on the Spanish is- 
land of Majorca and called theen- 
terprise Club Méditerranée. 

The idea was a success from 
the start. Holiday camps were not 
new. In Britain Billy Butlin’s 
camps had provided cheap ref- 
uges from often rainy summers. 
But Club Med offered reliable 
sunshine and warm seas, along 
with what Gérard Blitz called “an 
antidote to civilisation”. He saw 
no need for the holiday “villages” 
to make money, as long as they 
covered their costs. What mat- 
tered was that people could be 
liberated from their working lives 
for a week or two and live as the 
noble savage, do some cooking if they wanted to and help with the 
rudimentary washing-up. It was Mr Trigano who turned Club 
Med into a profitable business. Tents were soon replaced by 
thatched huts. During Mr Trigano’s four decades with Club Med, 
bungalows and hotels were added with the soft comforts of home. 
Staff were hired to do the chores. There were Club Med establish- 
ments throughout the world, from Tahiti to, ahem, Bulgaria. 

Mr Trigano did not discard the romanticism that had made 
Club Med so appealing when he and his early partner had banged 
in the tent pegs in Majorca. Rather, he made Club Med’s hint of a 
sensual paradise a key part of its sales appeal. The partly Belgian 
idea which had been launched in Spain became as French as Bar- 
dot. As a loyal Frenchman, Mr Trigano made Club Med a messen- 
ger of his country’s superiority in food, wine, language and indeed 
inculture. Then, suddenly, it seemed that paradise was lost. 


End of enchantment 

After Club Med had showed losses for three successive years in 
the 1990s, Harvard Business School chillingly used the firm as a 
study to illustrate “the death of a brand”. Club Med had become 
Club Red because the young people who were once its customers 
were now middle-aged and less thrilled by its offer of organised, 





Gilbert Trigano 





Gilbert Trigano, a founder of Club Med, 
died on February 3rd, aged 80 





communal living, however com- 
fortable. The next generation saw 
Club Med as just another big ho- 
tel chain. 

Gilbert Trigano seemed puz- 
zled quite what to do. Before he 
became a joint founder of Club 
Med at the age of 30, he had had 
little business experience. He had 
worked briefly in the family firm, 
done some journalism and tried 
his hand as an actor. As a Jew in 
German-occupied France in the 
war, his chief occupation had 
been one of survival. 

What he brought to Club Med 
was a seemingly boundless en- 
ergy. Chain-smoking kept him 
going on 15-hour working days. 
His enthusiasm for making Club 
Med “the laboratory of the mod- 
ern holiday” was its driving force. 
He was skilful at getting countries 
to surrender their finest beaches 
for new resorts in return for elec- 
tricity and other infrastructure, 
and persuading bankers to fi- 
nance them. He made the brand 
famous. According to a survey, 
78% of Americans had heard of 
Club Med, and in Europe an 
astonishing 88%. He brought 
quality to the much-derided de- 
velopment of “mass tourism”. 

He was less at ease when 
asked by his critics about the mo- 
rality of planting self-contained 
expensive “pleasure domes” in 
poor countries where the visitors 
never ventured out, not even toa 
local restaurant. When some wanted to see local ceremonies Mr 
Trigano would bring in actors to stage them. He believed his duty 
was to protect his gentils membres from possible local hostility, 
but for them it was not quite the same as seeing the country. A 
guest at even an ordinary local hotel might well feel more of a 
sense of adventure. 

It may be that Mr Trigano eventually became bored with tou- 
rism. He was captivated by new developments in technology. 
Years ago, when computers were still a novelty, he installed them 
in some of his holiday villages, to the surprise of guests who still 
believed that Club Med meant the simple life. Mr Trigano claimed, 
not wholly convincingly, that the distinction between work and 
leisure was breaking down. He personally rarely took a holiday. He 
passed his enthusiasm for new technology to François Mitterrand. 
Back in the 1980s the French president got computers into every 
school in the country. 

After a revolt by shareholders of Club Med in 1997 Mr Trigano 
and his son Serge, who had become chief executive, stood down 
from management. Philippe Bourgignon, who had revived Dis- 
ney’s sickly theme park near Paris, took over, witha promise to re- 
turn Club Med to health. After all the problems there would be a 
happy ending. Spoken like a Disney. 
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Get your MBA 
Stay on the Job 
Discover the World 
Build your Future 


You are an experienced manager with a deep desire to learn and 
a need to broaden your horizons, but you have a tight, 
real world schedule. 
What can you do? 


You must experience value creation in other parts of the world, 
such as Silicon Valley and China, but its not part of your normal work. 
How can you get this experience? 


You want and require an MBA, but love your current job. 
Who can help you? 


Real World. Real Learnin 
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Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: emba.economist@i 
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Twelve intensive months for a profound 
understanding of marketing and finance. 
That's the Master of International 
Economics and Management at Milan's 
Bocconi School of Management. It's a 
highly successful interdisciplinary course 
offering key specialisations in 
International Finance and Industry” 
Analysis and Marketing. just some of the 
reasons why MIEM attracts students 
from 30 countries all over the world. So, | 
if you too want to fly higher, download ||. 
our brochure and application form. |: 








Come to our next MIEM information 
sessions held in the following cites: 
Athens, Bongkok, Manila, 

Oslo, Seoul, Singapore, 
Stockholm, Taipei, Tokyo. 
Find out more about dates and 
locations on our website. 
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Templeton College| University of Oxford 


‘Chance favours only the prepared mind’ 


Louis Pasteur 


The Oxford Advanced Management Programme 
17 June ~14 July 2001 | 30 September ~ 27 October 2001 





Oxford has for generations prepared the world’s For further information, please visit 
leaders to harness change to the advantage of www.templeton.ox.ac.uk/amp, or return to: 
“their corporations, their nations and the wider Dorothy Cooke 
world. Globalisation and the technological Templeton College, 
‘revolution have strategic implications for every University of Oxford, 
sector and every industry. The Oxford Advanced Oxford OXI S5NY, England 
Management Programme provides a toolkit of Tel +44 (0)1865 422771 
resources to sustain fast-track careers in a world Fax +44 (0)1865 422501 
where change is the only constant. Email amp@templeton.oxford.ac.uk 
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ch Management and Entrepreneurship 


Prepared for 


Executive MBA in partnership 

The Anderson Scheot (UCLA) i 

A two-year part-time program specialized in 
Entrepreneurship in the High-Tech Industries. 


Scholarship competition 
Sponsored by 
TORNADO-INSIDER.COM 


For more information: www.theseus.edu 
Contact: admissions@ theseus.fr 


THESEUS International Management Institute 
MBA Admissions + BP 169 © 06903 Sophia Antipolis Cedex * France = 
Tels +33: (0) 4.92 94 S100 + Fax: +33 (0) 4.93 65 38 37 THESE US 
CERAM School of Ma anagement offers a full range of educational 
m bachelors to masters degrees. 
For more information please visit www.ceram.edu 


An innovative, four-week program that delivers a unique 
combination of global management perspective, 
leadership acumen, and strategic thinking skills. 


UCLA STRATEGIC 
LEADERSHIP INSTITUTE 


| JULY 29 - AUG. 24, 2001 | 


Join senior executives 
from leading companies 
worldwide in an innova- 
tive California environ- 
ment to: 











e Examine key management functions 

e Hone your strategic thinking and visioning skills 

* Use hands-on e-business applications to integrate 
business and technology 

e Develop workable solutions to your organization's 
most pressing challenges 

e Learn to attack and manage organizational risk 


CALL +1 310.825.2001 


execed @ anderson.ucla.edu www.anderson.ucla.edu/ 
programs/execed 


ws, THE ANDERSON SCHOOL AT UCLA 


Visit every university in 
the UK without leaving home. 


Search, compare and apply online for the right course in 


the UK. Over 70,000 courses plus information on fees, financial 


assistance, accommodation, entry requirements and student visas. 


All this for free. 


100 


www .studychoice.com 
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Břissels | _ >It'll engage you. - 


Situated in the heart of Europe, Solvay 
Business School has been synonymous 
with excellence in business education 

for over a century. 






In an intensive one-year programme 
in English, the Master of Business 
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Infrastructure in a Strategy 
Market Economy ss |. i. — 
o 





July 15-27, 2001 


Infrastructure in a Market Economy is designed for officials in > What ‘Ga Demands of Us: 
the public or private sector who are responsible for developing and Leading in the 21st Century 


implementing initiatives for the private provision of infrastructure. June 24-28, 2001 a 
The program aims to develop a better understanding af whether to >M an aging the Su pply Chain: - 
privatize; when privatized firms need to be regulated; the various The General M ers P ti 

methods for doing so, such os concession contracts or price cap e General Manager's erspeci ive — 

regulation; and vehicles for financing infrastructure. The program aaO ee 


provides participants with practical tools to: > Management Strategies for 


e Analyze economic and political implications of relying on June 27-30, 2001 
private firms to provide infrastructure a 

e Manage the technical issues that shape privatization strategies 

e Design effective regulatory agencies to oversee the performance 
of privately-provided infrastructure 


For brochure and application, please contact: 


Kathy Eckroad (617) 495-1101, ext.176 www.exed 
e-mail: kathy_eckrood@harvard.edu 2 


Internet: www.execprog.org 
and other expertise fram around the world, 


HARVARD UNIVERSITY > 
JOHN F KENNEDY SCHOOL OF GOVERNMENT hbsworkingknowledge hbs.edu 











For a window into the 
intellectual capital of HBS 
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COURSES 











Of particular interest to our he : 
oe a We invite applicants to our 
participants are the activities of 


the Innocenzo Gasparini Graduate Programme in 
Eea EN Economics. 

e i I CEKAO The sequence starts with a one-year 
by Bocconi, NBER and CEPR, Master degree (MEc), designed to 
which hosts Italian and foreign ffe Vera dre : 
scholars offering z unique orer a genera training IN economics 
A AESi ond quantitative methods as well as 


several optional courses. 










exchange and joint research. 






GRADUATE PROGRAMME IN ECONOMICS 
MEc and PhD 


For detailed information and 
application forms please visit 







lt continues with a three-year PhD 
aur ihfemet siesat which offers advanced courses and 
AALE e AA seminars and trains the students in 
SUA Re individual resarch. The emphasis of 
or contact: ` x - 4 
Office of Graduate Studies the PhD ci a public policy, , finance 
A Economies and international economics. 
Università Bocconi, 

Via Sarfatti, 25 

20136 Milano - Italy 
Tel. +39-02.5836.3367 
Fax. +39-02.5836.3316 
e-mail: 
mec@uni-bocconi.it 
phd.ec@uni-bocconi.it 










We offer financial support based 
on merit. 


Sante, UNIVERSITA’ BOCCONI 
E 
ONN 


“It took me some time 
to decide whether or 
not to do an MBA.” 






EUN, 





“u a 
But not where to do it.” / 
RRES E re * 
Natalia Alviar, Columbia, Management Consultant - Accenture, Trinity MBA. 


Where better to study for your MBA than at the 
centre of Europe’s fastest growing economy? 


Trinity MBA, Dublin, Ireland. 


The Trinity MBA is designed for graduates with a minimum 
of 3 years management or professional experience. 


It’s noted for its intimate class size, its focus on teamwork 
and the international character of both students and faculty. 


Fully integrated into the life of one of the world’s most 
prestigious universities, the Trinity MBA provides a unique 
combination of course work and in-company 

experience - with an emphasis on strategic 

and general management. 


School of Business Studies, University of Dublin, Trinity College, Dublin 2, Ireland. 
For information contact: Catherine Williams, Admin. Co-ordinator, 
tel: + 353 1 608 1024 fax: + 353 1 679 9503, 
www.tcd,ie/Business_Studies/MBA/ e mail: trinitymba@tcd.ie 





102 








Executive Retreat on Pension Reform: Finding 
the Path to a Sustainable Pension System 


June 17-22, 2001 
Combines in-depth analysis of reform issues with real-time policymaking. World- 
renowned ber ota experienced policymakers, and private-sector experts meet 
with participants in private sessions to analyze their countries’ pension problems and 
formulate solutions. Larry Kotlikoff and Robert Holzmann, Faculty Co-Chair 


For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 208; Fax: (617) 495-3090 
E-mail: KSG_Execkd@Harvard.edu; Internet: http://www.execprog. org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 














Training Course 
The Civilian Personnel of Peacekeeping/Humanitarian 
Operations and Election Monitoring Missions 
Scuola Superiore Sant’Anna, Pisa (Italy), 2 - 20 July 2001 
The training course aims to train 40 participants for the tasks usually assigned to the 
civilian component of peace-keeping/humanitarian operations and election monitor- 
ing missions. Applicants must have a university degree in any field or the equivalent 
of 5-years working experience in relevant fields, and be fluent in English. 
Total cost for registration: 1000 Euro (a limited number of scholarships 
is provided). 
Deadline for application: 9 April 2001. 
Detailed information and the application form are available at: 
http://www. itp.sssup.it 
For any clarification please contact: 
International Training Programme for Conflict Management 
Scuola Superiore Sant’Anna, via Carducci 40, 56127 Pisa (Italy) 
Phone: +39 050 883 312 Fax: +39 050 883 506 E-mail: itp@sssup.it 


SUCCESSFUL NEGOTIATION. 
WE’VE GOT IT DOWN TO 
A SCIENCE AND AN ART. 


Strategic Public Sector Negotiation, May 21—25, 2001 


Whether you produce formal agreements or contracts, structure 
complex financial transactions, resolve disputes, or negotiate 
for authority and resources, Harvard’s Strategic Public Sector 
Negotiation offers you an opportunity to move to new levels 
of negotiation expertise. Designed for senior executives at the 
public/private interface, this powerful, fast-paced, short program 
will help you: 

add strategic dimensions to your negotiations 

strengthen your analytic abilities 

internalize tactical skills needed to 

produce successful and lasting 

agreements. 


For brochure and application, 
please contact: 

Enrollment Services, 

(617) 496-0484, ext.172 

e-mail: KSG_ExecEd@Harvard.edu 
Internet: www.execprog.org 


HARVARD UNIVERSITY 


John F. Kennedy School of Government 
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| including Robert Reich, Laurence 





Brandeis University 
a! The Heller School 
Masters in 


Sustainable International 
Development 


Know eoce ADVANCING SOCIAL Justice 


doi us if you are a development planner, early to mid-career, to study and solve 
problems of acute world poverty, threatened environments and ethical economic 
development. Our students and faculty come from over 25 countries and learn 
together in a stimulating multicultural, interdisciplinary environment. This year 
we have 50 students-in-residence and more doing fieldwork. 

STUDY with RENOWNED FACULTY 
with real world policy and 
implementation experience 





Your first year is in-residence 
at the Heller School, Brandeis, and 
your second year is fieldwork in 
your home country or abroad. We 
offer a low student-laculty ratio, 
caring community, and a wonderful 
Boston-area location. Next class 
begins September 2001. 
phone: 781-736-2770 
fax; 781-736-2774 

sid@brandeis.edu 

helier brandels.edu/sid 


Simon, Jehan Raheem, Susan 
Holcombe, S.W. Kolagama, 
Ricardo Godoy, Jeff Ashe, and 
Dessima Williams. 


BROADEN YOUR UNDERSTANDING 
of development theory, project 
planning, implementation and 
evaluation, gender analysis, 
parlicipation, integrated Partial vailable, Applications 
conservation and development, n jation ne or contact 

jaw and development, food security Sustainable international 

health economics, micro-credit, Development Program 

GIS, civil society, demography, Brandeis University 

natural resource management, P.O. Box 549110 / MS 078 

land reform, and much more. Waltham, Massachusetts 02454-9110 








BRADFORD 


The Assocnite Institute of the 
University of Bradford 


5 offérs the un que opportu- 
j 3fadford, MBA and 


Doctor of Bu 

Administrati 

and Germany 

*Pinancial Times survey 24/01/00 ‘The University of Bradfon 

S Graduate School of 
3 P Uechi. TI 
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LL.M./Masters 
in INTERNATIONAL and 
OFFSHORE TAX PLANNING 


INTERNET DELIVERED 


ONLINE delivery - Study anytime, anywhere. 
Prestigious Masters in International Taxation (VLLT) for non-lawyers. 
E-Commerce - Tax Planning speciality. 


St. Thomas is accredited by the Commission on Schools of the 
Southern Association of Colleges and Schools. 


American Bar Association acquiesced programme, 


Course Modules include: 
a Principles of international Taxation + Tax Treaties 

> Offshore Financial Centres * Anti-avoidance 

+ Trusts and other entities » Transfer Pricing 

* International Tax Planning + E-Commerce Taxation 
-+ Global Estate Planning & Asset Protection 



































A St. Thomas University 
School of Law + miami, Florida 


For more information please contact: 

HONG KONG UNITED KINGDOM USA 

Michael Foggo Simon Denton Coleman Foster 

Yel: +852 2642 1177 Yel. +44 (0420 7479 7070 Tek +1 (877) 301 4736 
Fax; +852 2545 0550 Fax: +44 (0}20 7439 4436 Fax: +1 (305) 474 2481 
hk@SovereignGroup.com  uk@SovereignGroup.com —_cfoster@SovereignGroup.com 





www .stu.edu/tax 


Amsterdam 
C Institute of Finance 


In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2001 


Financial Innovation in Corporate Finance (March 26 - 30) 


Advanced Valuation Topics 
- Real Options 
- Valuing Commercial Banks 


The Options Workshop 
- Stock Option and Foreign Currency Option Pricing (April 23 - 25) 


(April 5 - 7) 
(April 9 ~ 10) 





- Option Trading Strategies and Risk Management (April 26 - 28} 
The Advanced Options Workshop 
- Yield Curve Dynamics and 
the Pricing of Interest Rate Derivatives (May | - 3} 
- Exotic Options (May 4 - 5} 
Advanced Financial Staternent Analysis (May 14 - 16} 
Acquisition Finance (May 17 - 19) 


Global Asset Allocation (May 28 - 31) 


Financial Restructuring - Going Public {May 28 - june I} 


For information, please visic our Web site or contact us directly, 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +3 1-20-5200160 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nt 


COURSES _ 






Recognized as the world's most flexible Distance 
Leaming MBA or DBA/Ph.D. No bachelors degree 
reqpiired for the MBA {or Master's for DBA) if you have 
‘significant work experience. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two. 
Transfer students welcome: No required courses, 
You will not have to study material you already know or 
do not need: No. exams, instead you write papers. 
Learn from successful business leaders/authors 
(many are millionaires). Faculty members wanted. 
ushmore. University, Dakota ‘Dunes, SOUSA / 805- 
232-6037 ec@rushmore.edu “ www.distancemba.com 










Working with the EU 


institutional Relations and Public Affairs 


7- DAY INTENSIVE PROGRAMME 
11-17 March, 2001 


Your fast track 


Ideal for those needing immediate practical 
to Brussels 3 : 


insights into.how Europe works and how best 
to work with Europe. 









S- Keyed-to action --with detailed guidance and 
examples on. how to lobby, manage corporate 
public affairs and. tender most-effectively within 
the EU, 


For details, please contacti 


Anne Bonnaud Involves somie 20 sessions: lectures; case studies, 


Visits - all conducted by top Srussels. officials and 
practitioners. 


e-mail: ecpab@eis.be 
Yel, +32 (O)2 737 77.46 
Fax +32 (0)2 732-75 25. 


www.ecpab. be Personal coaching through group work projects. 





THE BUSINESS 
CENTRE 
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PRINCETON UNIVERSITY 
Woodrow Wilson School of Public and International Affairs 








State-Owned Enterprises 

* The Rationale for and Problems of Public 
Ownership 

* Privatization of Natural Monopolies: Theory 
and Evidence 

* Regulation: Structure and Methods 

Deregulation and Competition Policy 


. 


Workshop includes working trips to Washington, DC (World Bank) and a Wall Street Investment Bank 


Lecturers in previous workshops (held at HHD, Harvard University) include: Kenneth Arrow, 
William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz and Lawrence Summers 





eton Universit 
4102 Tel. (608 









ADULTS, EARN YOUR 
DEGREE AT HOME IN 
JUST ONE YEAR! 


WASHINGTON INTERNATIONAL UNIVERSITY 


low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions @washint.edu 
WEB SITE: www. washint.edu 





EUROPE 


in collaboration with the World Bank-World Bank Institute and Private Sector Advisory Services 


Privatization, Regulatory Reform & Corporate Governance 
June 25 — fuly 13, 2001 Princeton, New Jersey, USA 
Director, Eytan Sheshinski 


* The Record on Performance and Reform of + Labor and Privatization 


. 


+ 
. 
. 
. 


Woodrow Wilson School of Rablic as 


http://www.wws.princeton.edu/~reform 


N MASTER’S DEGREE 








Methods of Privatization: Auctions, Share 
Flotation, Concessions and Strategic Investors 
Mass Privatization in Transition Economies 
Recent Privatizations: Data and Conclusions 
Post Privatization Corporate Governance 
Sector Case Studies (Telecommunications, 
Transportation, Utilities) 






































rm cep 
















COLLEGE DEGREES 
DISTANCE EDUCATION ON YOUR SCHEDULE 
B.S., M.S., Ph.D. Many fields. No classes. 
NO COST evaluation! Send resume. 

6400 UPTOWN BLVD NE SUITE 398-W 
Dept.34 «ALBUQ., NM 87110'USA 
34@centuryuniversity.edu 
1-800-240-6757 
ONLINE OPTIONS 






















Intensive 12-Mont 1M.S.in 
COMPUTATIONAL 
FINANCE 


apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 







IN HUMAN RIGHTS 


AND DEMOCRATISATIO! 


Call for applications a.y. 2001/2002 


One year full time F.M.A. with the active support of the European 


Union. 


First semester (September-January) in Venice. 
Second semester (February-June) in one of the 15 participating 


universities. 


This unique academic programme offers the opportunity to learn about 
human rights and democratisation in theory and in practice through 
study in Venice and in Austria, Belgium, Denmark, Finland, France, 
Germany, Greece, Ireland, Italy, Luxembourg, The Netherlands, 
Portugal, Spain, Sweden and the UK. Places are open to EU citizens, to 
non-EU citizens and to citizens of European countries that have applied 
for EU membership. All non-EU applicants should have multiple entries 


Schengen visa for study reasons. 


THE DEADLINE FOR APPLICATIONS IS MARCH 15 2001. 


For further enquiries you can visit the E.M.A. website at 
http://hrd-euromaster.venis.it, contact the E.M.A. Secretariat in 
Venice (phone +39-041-526.54.85, fax +39-041-526.29,27) or the co- 
ordinating university in Padua (phone +39-049-827.36.85, 
fax +39-049-827.36.84) or send an email to ema-applications@ venis.it 
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Small Business Analyst 


Best known for its monetary policy responsibilities, the Bank 
of England also has an important role in maintaining the 
stability of the financial system and ensuring the effectiveness 
of the UK’s financial services. 


An opportunity has arisen to join a team which analyses the 
efficiency with which the financial sector meets the financing 
needs of small and medium-sized enterprises (SMEs), and the 
risks to which exposures to the SME sector give rise. The 
successful applicant would have a particular responsibility for 
assessing the provision of finance to SMEs in deprived 
communities. The Bank produced an initial report on this subject 
in November 2000, and the area is becoming increasingly high 
profile, topical and controversial, in the light of the growing 
range of initiatives in the public and private sectors. 


The role would suit a candidate with a strong first degree, and 
possibly an MSc, ideally in economics or finance. Also 
important is an interest in the subject and a desire to contribute 


CS 


Bank of England 


to the policy debate. The role provides an opportunity to 
develop analytical skills and includes high level liaison with a 
wide range of organisations, including policy makers. 


The successful applicant will be rewarded with a competitive 
salary and benefits package, together with an exciting role at 
the heart of UK policy-making. 


To apply please send your CV, with full salary history, to: 
Collette Brooking, Personnel Division, Bank of England, 
Threadneedle Street, EC2R 8AH. Alternatively, please e- 
mail your CV, with full salary history, to 
bankofengland@tmpw.co.uk. 

The closing date for applications 

is 1 March 2001. 


st Mog 

tess 
Š 
A 


The Bank is an equal J 
saa 


opportunities employer 


(ere) ASB all Aaa | pace gll 
/ ARAB BANKING CORPORATION (0.8.6.] 


Treasury Economist 


Position 


Arab Banking Corporation (B.S.C.) a leading bank in the Arab World 
seeks a Treasury Economist to provide economic research services 
for its Executive Management. 


The person appointed will be located in the Bahrain Head Office 
and the position carries the corporate title of Vice President. The 
position. reports to the Head of the Credit and Risk Control Group 
but will work closely with the Group Treasury. The economist will 
be a member of ABC's. Asset and Liabilities Committee (ALCO) and 
will be expected to play a significant role in its deliberations. The 
position will be supported by a small number of administrative staff. 


Requirement 


@ A postgraduate degree in Economics from a recognized universi- 
ty specializing in financial and economic forecasting. 


@ At least five years experience with a leading bank or other finan- 
cial institution in which the candidate has become familiar with 
forecasting techniques, market developments and oral and writ- 
ten presentations to senior management and clients, or assisting 
in such presentations. 


+ Excellent skills in written and oral English (knowledge of Arabic 
and a major European language would be an advantage but not 
an essential requirement). 
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@ Must be computer literate and familiar with major software 
Microsoft Office, including word-processing, PowerPoint and 
spreadsheet modelling. 


@ Good interpersonal skills in multicultural environment are essential, 


@ Must be willing and able to travel. 
Competitive Remuneration 


Arab Banking Corporation (B.5.C.,) offers a highly. competitive salary 
and benefits package including pension scheme and medical plan. 


How to apply 


Interested candidates should submit a curriculum vitae, with three 
referee contacts and examples of written work and-presentation to 


The Manager, Human Resources, 

Arab Banking Corporation (B.5.C.), 

ABC Tower, Diplomatic Area, PO. Box 5698, 
Manama, Bahrain. 

Tel. No.: 00973-543000 

Fax. No.: 00973-533048 

E-mail: www.arabbanking.com 
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INSTITUTIONAL & ORGANISATION 
T's DEVELOPMENT CONSULTANTS 


HTS Development Ltd is a leading provider of development 
consultancy services worldwide. 


We require consultants with substantial experience of Public Sector 
Reform and Change Management for projects in Asia, Africa and 
The Caribbean. Candidates must have excellent facilitation skills, 
be familiar with the application of Process Consultancy techniques 
and should have some experience of working in Central and Local 
Government Departments in Developing Countries. 


Preference. will be given to applicants expressing interest in long 
term work in Bangladesh, Tanzania or Nigeria. 


Please send your application (Ref: \ODCO01), including a detailed | 
CV to: Ms Sue Adams, HTS Development Limited, Thamesfield į 
House, Boundary Way, Hemel Hempstead, Herts, England, HP2 | 


7SR; Phone: 44 1442 202400; Fax: 44 1442 219886 or 
email: sue.adams @ htsdevelopment.com 


Nanomat 


Technology Analysts 
Commercial Analysts 


Nanomat Ltd. is a world leader in the identification and 
development of innovative nanomaterials technologies. 


DIRECTOR OF AFRICA & ARAB 
WORLD PROGRAMMES — 


Marie Stopes International is a marketing focused, results 
oriented social business working in over 30 countries world-wide 
to enable couples to have children by choice not chance and to 
provide reproductive health services. We now have an exciting 
opportunity to make a difference in this key role. 


To strengthen and develop our regional activities; research, 
develop and sell new projects to funders; provide technical 
support to new and existing programmes. You will also manage 
and develop the regional support team and will be required to 
undertake extensive travel from your Central London base. 


For this position you will have a project/programme management 
background, strong team leadership skills, experience of 
fundraising and working with institutional donors, keen business 
acumen and financial skills. You will also have a proven track 
record of developing partnership programmes, building capacity, 
preferably have spent time working overseas and be educated to 
at least degree level. Experience gained within the reproductive 
health care sector or a related field would be ideal. Preference will 
be given to non-smokers. 





Nanomat currently operates two divisions. The first, NanoChrome, develops paper-quality display technologies 
based on nanostructured films. The second, NanoPart, develops point-of-care diagnostic device technologies 
based on biologically modified nanostructured membranes. Nanomat will grow significantly in the coming year. 
This growth will see an expansion of its existing divisions and the addition of new divisions by acquisition. 


To achieve this, Nanomat, an Irish based company, will 
establish permanent offices in Germany and in California. 
Accordingly, we wish to recruit two Technology Analysts 
(ref. no. N-031), preferably Ph.D qualified scientists or 
engineers with research backgrounds in nanotechnology, 
and two Commercial Analysts (ref. no. N-032), 
preferentially MBA qualified analysts or consultants with 
commercial backgrounds in technology start-ups. 


These individuals will have the general task of describing 


Good interpersonal, communication. and team sk 
essential. Excellent femunera on pac 
the right Reveals : 


those activities by government, academia, investors and © 
entrepreneurs defining the nanotechnology spaces in © 


Europe and the US. They will also have the specific task of 
identifying and developing opportunities for organic and 
acquisition-led growth by Nanomat. 


This is an excellent opportunity for highly motivated individuals < 


to work in an exciting and entrepreneurial environment. 
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Population Services international (PS) develops and operates social 
marketing programs in 50 countries around the world. Using private 
séctor marketing and advertising techniques, we make essential health 
products and services for family planning, maternal and child health, 
the prevention of HIV/AIDS, malaria and other diseases, easily available 
at affordable prices. 











PS} seeks an experienced Epidemiologist to ensure that epidemiological 
issues are adequately addressed in PSI's ongoing research and HIV/AIDS 
project design. This position is based in Washington, D.C., and requires 
approximately 25% overseas travel. 


The Epidemiologist will review HIV/AIDS and other STI transmission 
patterns in selected countries to inform the development of branded and 
generic communications initiatives; prioritize target groups according to 
their overall contribution to the course of the epidemic; identify gaps in 
epidemiological information and propose strategies to collect additional 
data as needed in collaboration with cooperating agencies. 



























Qualifications: 

. Ph.D. or M.D. with specialization in epidemiology 
. Experience with applied epidemiology 

. Technical expertise in the area of HIV/AIDS 


Developing country experience and foreign language skills desirable. 
Salary commensurate with experience. 


To apply, please send resume and cover letter to: 

PSI Recruitment, 1120 19th Street, NW, Suite 600, 
Washington, D.C. 20036 USA. Fax: 202-785-0120 
E-mail: recruitment@psiwash.org Web site: www.psi.org 



























Campaign for a Landmine Free World: 
Contain the Terror in This Decade 


Senior managers, social scientists, field 
accountants and MIS/GIS experts - 
This is not just a job - it's a mission 





VVAF (Vietnam Veterans of America Foundation) manages the Survey Action 
Center (SAC) on behalf of the Survey Working Group, an international 
consortium dedicated to producing standardized socio-economic data on the 
impact of landmines in accordance with recognized international standards. SAC 
will begin a regional Landmine Impact Survey in Vietnam in the spring of 2001. 
Similar work on a nationwide basis is planned for Azerbaijan, Ethiopia, Eritrea, 
Lebanon and Somalia. 


VVAF also operates rehabilitation programs in Vietnam, Cambodia, Angola, 
& Kosove, 













Staff for the following positions are being recruited: 
VVAF Country Representative for Vietnam 
Senior VVAF representative for program of orthopedic training and 
landmine impact survey in Vienam; Vietnam veterans encouraged to apply. 
VVAF Admin/Finance Officer for Vietnam 
Responsible for all admin/finance matters for VVAF in Vietnam 
For Vietnam, Azerbaijan, Ethiopia, Eritrea, Lebanon and Somalia: 
Landmine Impact Survey Team Leaders 
Experience in mine action and social sciences required 
Regional Survey Supervisors 
Information Management/GIS Experts 












Deadline for applications: 15 March 2001 


For more information see SERAN W N 
VVAF website: www.vvaforg NAM x N h 
Apply by mait to VVAF ETERANS GU 


2001 S St, NW; Washington, DC. 
20009, USA 


AM ERICA AAN 
Founpation 
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Faculty of Economics 


j F y KATHOLIEKE UNIVERSITEIT 
& Applied Economics l 

























The Faculty of Economics and Applied Economics at KU Leuven 
announces nine full-time job openings for academics: 





¢ development economics 







¢ finance 
informatics (2) 


managerial economics 
and strategy 


marketing 
operations research 
* statistics and econometrics (2) 


The normal starting date is October 7, 2001. 
The successful applicant's duties include research and 
teaching, as well as service related to academic life. There may be 

some flexibility about the initial teaching assignment (posted on 

www. kuleuven.ac.be/vacaturesZAP. htm). Applicants must have a 
doctoral degree in the relevant discipline or a closely related field. The 
level of the appointment (from post-doc fellow to full professor) depends 
onthe applicant's research and teaching record, 































Application forms can be downloaded from the above web site and 
should be hand-delivered, or sent by registered or courier mail, by March 
2, to KU Leuven, Dienst Academisch Personeel, Krakenstraat 3, B-3000 
Leuven. For additional information, contact Katrien Verhelst, FETEW, 
Naamsestraat 69, 3000 Leuven, Belgium, phone (+32 or 0) 16 32 6607, fax 
16 32 6610, katrien.verhelst@econ, kuleuven.ac. be 


VIENNA UNIVERSITY OF ECONOMICS & 
BUSINESS ADMINISTRATION 


Professorship in Entrepreneurship and Business Start-up 
Research (Fixed-term appointment) 









WIRTSCHAFTS 


Applications are invited for the above endowed post ir 
WARSI AT pplicatic re invited for the above endowed post in 


the Faculty of Business Administration (Department of 
_ Small Business Management), which is to be assumed 
$ immediately for an initial term of five years; a shorter 
term could, however, be considered. 




















The successful candidate will have responsibility for 
teaching and research in the area of Entrepreneurship and 
Business Start-up Research, and will also be expected to contribute to 
teaching and examining in the field of General Business Administration. 
He/she will be in possession of a post-doctoral qualification (Habilitation or 
equivalent) in an appropriate area. Applicants whose experience has been 
obtained in another area should explain its relationship to Entrepreneurship 
and Business Start-up Research, 














It is the policy of Vienna University of Economics and Business Administration 
to increase the proportion of females among faculty. and accordingly women are 
especially encouraged to apply. Where candidates have identical qualifications, 
preference will be given to females. 








Details of formal requirements for the post, and of the strategic considerations 
underlying its advertisement, are available at the website “www.wu- 
wien.ac.at/inst/kmb/LebrstEntrepreneurship.htm!’. Further information may 
be obtained from the Chair of the Selection Commitee, Professor Josef 
Mugler (Tel. (+43 1) 31336-4592: Fax (443 1) 31336-715): e-mail 
‘Josef. Mugler@wu-wien.ac.at’) 













Applications, accompanied by the usual documentation (Curriculum Vitae, 
description of previous research and teaching activity, details of any practical 
experience, list of publications) should be directed to Professor Hans 
Robert Hansen, The Rector, Vienna University of Economics and 
Business Administration, Augasse 2-6, A-1090 Wien, Austria, to arrive no 
later than 28 February 2001. 














107 








encima 











EDITOR/ECONOMIST 
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The Economist Intelligence Unit has an unrivalled reputation for 
providing international companies with independent analysis on 

the political, economic and business environment, and publishes 
comprehensive macroeconomic forecasts on over 180 countries. As part 
of our on-going. commitment to deliver quality analysis in a timely. 
fashion; via electronic-media, we are seeking an economist to join 

our London-based team of specialists covering the Central and Eastern 
Europe region {including the former Soviet Union). 


We offer analysts the opportunity to work in a challenging, fast paced 
environment where enthusiasm and flair for the subject are the norm. 
You will track developments within specified countries and provide our 
clients. with thorough, in-depth analysis and forecasting. You will travel 
to your region and maintain regular contact with government, business 
and media figures. 


Candidates must be PC literate, able to demonstrate in-depth knowledge 
of applied economics and a detailed knowledge of the region. Excellent 
written English and editorial skills are essential, as is the ability to meet 
regular deadlines. 


If you want to develop your skills and career with a global leader then 
please send your CV (preferably by email) with a covering letter and 
details of current salary to the address below. Salary dependent on 
experience plus excellent benefits. Non-EEA applicants will need to 
obtain a UK work permit. Please quote reference E1U074. 

Closing date: Friday February 23rd 2001. 


THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 
15 REGENT STREET 

The Economist LONDON SWIY 4LR 


Intelligence Unit EMAIL: jobs@eiu.com www.eiu.com 


The United Nations Office for Project Services (UNOPS), 


a major service provider of project management and implementation services to the United 
Nations system and developing countries, seeks qualified applications for the following: 


Position: Chief Technical Advisor/Commodity Trade Finance Expert 
Duty station: Nairobi, Kenya with substantial travel to the project countries Uganda, Tanzania and 
Zimbabwe 


Duration: Approximately 2 years. 
Remuneration will be internationally competitive based on experience and qualifications. 
Closing date: 23 February 2001 


Background information on Projects 

Coffee Market Development and Trade Promotion in Eastern and Southern Africa (Uganda. 
Tanzania and Zimbabwe); 

Improvement of Cotton Marketing and Trade Systems in Eastern and Southern Africa (Uganda and 
Tanzania). 


The Common Fund for Commodities (CFC) is financing the above mentioned projects based on 
requests submitted by the international Cotton Advisory Committee (ICAC) and the International 
Coffee Organisation (ICO). The United Nations Office for Project Services (UNOPS) has been 


appointed as the Project Executing Agency responsible for the execution of the projects. 


The central objectives of both projects are to increase the benefits to cotton/coffee producers in 
Eastern and Southern African countries through the development of a transparent and efficient 
marketing system within the framework of a liberalized market; develop and test marketing and 
trade systems; strengthen public and private institutions ; and develop and test trade finance 
systems for production and crop marketing based on collateralized warehousing. 


Qualifications 

At least 10 years of working experience at a senior level in commodity trade and finance. Prior 
experience with project management is required. Relevant University degree or equivalent based 
on relevant professional working experience. Experience with the project commodities and 
Eastern/ Southern Africa Region. Knowledge of the UN financial rules and regulations will be an 





HOUSE OF COMMONS LIBRARY 


Economics and 
Statistics Research for MPs 


Do you have a background in economics and statistics? Would you 
like to contribute to the House of Commons Library's information 
and research service for all MPs? We have vacancies in two of our 
teams conducting politically impartial research on a broad range of 
topics. You would be involved in responding to questions from 
individual MPs and preparing background briefing for general 
distribution. 

We are looking for two numerate graduates with a first or upper 
second class degree which includes substantial elements of 
economics and statistics or an equivalent post-graduate qualification. 
Experience of spreadsheets and word processing is essential as is a 
high level of numeracy and an ability to explain data in a policy 
context. Good oral and written skills are required together with 
versatility, adaptability and the ability to work as part of a small team. 
One post (full time) is in the field of economic policy and finance 
for which you will need a strong economics background. The other 
post is for three or four days a week (though a full time appointment 
may be considered) and you would be responsible for briefing MPs 
on statistics across a range of social policy areas, which could 
include education, demography, health, elections, transport or crime. 
The full time starting salary is in the range of £20,000 to £27,500 
depending on qualifications and experience. 

For further details and an application form (to be returned by 

ist March 2001), write to Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB, or telephone 01325 745170 

(24 hours), or fax 01256 383786/383789. Internet; www.rasnet.co.uk 
Please quote reference C/5466. 


The House of Commons is 
committed to equal opportunities. 


CAPITA RAS 


Lectureships in 
Economics and Finance 


The Department of Economics and Finance wishes to 
appoint, in the first instance, two Lecturers in 

Economics and Finance (vacancy refs. B5363/1 and B2567/1) 
The Department has a preference for candidates with 
UNIVERSITY expertise in Microeconomics or Financial Theory, but 
WESTLONDON welcomes applicants from any area of Economics and 
Finance. It is hoped that the successful candidates will be 
able to join the Department in August 2001. 


The Department of Economics and Finance was awarded 
a rating of 4 in the most recent Research Assessment 
Exercise. The Department's strategy is to continue to 
strengthen its research profile and, to this end, we seek 
applicants who will play an active research role in the 
Department. Excellent supports in terms of computer and 
data facilities, funding for conferences and other direct 
research costs are provided for members of staff. 


Salaries will be within the Lecturer B scale 

(£25,733 - £32,473 pa) for vacancy ref. B5363/1 and 
within the Lecturer A scale (£20,237 - £24,762 pa) for 
vacancy ref. B2567/1. Salaries quoted are inclusive of 
London Weighting. 


advantage. Brunel. Informal enquiries can be made to 
University Professor Christos loannidis (tel. 01895 203327, e-mail 


in addition, during project implementation short-term consultancies focusing on : á f mag + 
exists to christos.ioannidis@brunel.ac.uk) Also see our web site at 


training/knowledge transfer are required for the project commodities in the fields of: i 
+ Storage/warehousing, + aw provide = www.brunel.ac.uk/depts.ecf 
+ — Quality control, + Marketing, and high-quality . ae 
+ insurance, + {Trade} Finance. education For further details and an application form, 
Qualified individuals and companies are invited to submit applications to: and i telephone 01895 812304 (24-hour answerphone) on 
Ides de Willebois, Coordinator, UNOPS Nairobi Outpost, PO Box 30218, Nairobi Kenya. research of e-mail us on recruitment@brunel.ac.uk quoting the 
Fax254-2-623560. E-mallidesdw@unops.org. use tothe - vacancy reference number. Closing date for receipt 
Applications from candidates from the project countries are encouraged. community. of applications: 23 February 2001 
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APPOINTMENTS 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
success. Resume Broadcast International assists you in your 
professional search with the personal contact necessary for success 
from start to finish 24 hours a day, 365 days a year. Opportunity is only a 
phone call away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224 3306 @compuserve.com 






esume Resume Broadcast international 
ol wont P.O. Box 6930, San Diego, California 92166, USA. 
Erowecast Tel: 619 224 9257, Fax: 619 224 9268 









Email: 102224.3306 @ compuserve.com 


international 


Get on the 


bandwidth. 


PMG Consulting, LLC, 
consulting firm in financi 
development in emerging markets. We're 
currently seeking senior finance professionals 
«global consulting assignments that range. across 
the spectrum of financial and economic 
institutional development activities, including: 


+ Banking supervision and regulation 

* Commercial and investment banking 

« Bank restructuring and financial institution 
advisory services 

+ Asset and distressed asset management and 
problem financial institution resolution 

* Bank, Central Bank and capital markets operations 


* Securities regulation, clearing, settlement and 
depository operations 

+ Deposit insurance 

+ Privatization and enterprise restructuring 

+ SME development and finance 

+ International accounting standards implementation 


Candidates with 15+ years of experience in their 
fields of expertise and 2+ years of international 
focus are encouraged to apply for challenging and 
rewarding short- and long-term positions in Asia, 
Central and Eastern Europe, the Newly Independent 
States, the Middle East, Africa and Latin America. 
Advanced degrees in business, law or economics 
are preferred; language skills are desirable. 


Barents Group of KPMG Consulting, LLC offers 
competitive compensation and benefits packages 
and a work environment with significant growth 
and reward potential. Please send all resumes 
and inquiries referencing fields of interest to: 
tammyheller@kpmg.com 


7 
KPMG. Consulting 


©2001 KPMG Consulting, LLC. All rights reserved. 
We are an equal opportunity employer, m/i/d/v. 





THE ECONOMIST FEBRUARY 10TH 2001 





proven business sy: 

+ Technology, training and ar 

support network in place to h yot 
leader in your business community =< 

¢ iSO 9002 certification, ensuring consistent 
network-wide quality standards in more than 
20 countries 


We are currently seeking licencees in Belgium, 
France, Germany, india, Korea, Malaysia, 
Singapore, Spain, and Taiwan. Our client base 
of over 600 multinational corporations has 
requested that we establish a presence in 
these markets. 


"To learn more about 
| becoming an AlphaGraphics 


Master Franchisee, com- 
plete our online inquiry 
form under Franchise 
Opportunities at: 


www.aiphagraphics.com/international 
AlphaGraphics, inc. 3760 North Commerce Drive Tucson, AZ 85705 USA 


Phone 1.520.293.9200 


| 


Fax 1.520.887.2850 


Fachhochschule 
Ravensburg-Weingarten 
Hochschule für Technik und Sozialwesen 


The university is situated in a popular holiday area 
in southern Germany, 25 miles from Lake of 


Constance and less than an hour away from skiing 

slopes in Germany, Austria and Switzerland. We 
offer future- oriented courses of studies, and with our research and deve- 
lopment we are a much sought after partner of industry in the area. 


If you are looking for a challenging career then please apply for the 


position on offer. 
Beginning on 1st September 2001 or later 


Professorship 


(Salary according to Bes. Gr. C2- Stellen Nr. 78) of the state 
scale within the Faculty of Technology and Management 


for the subjects E-business and international Sales especially in the 
areas of optimisation of business processes, international sourcing and 


marketing. 


Further information and full details of required qualifications can be 


found on the university's homepage: 


www.th-weingarten.de/aktuelles/aktuelles.htmi — Link: freie Stellen 


The University of Applied Sciences has a policy of increasing the num- 
ber of its female staff and is therefore particularly interested in appli- 
cations from qualified female scientists. Disabled applicants if suited will 
be given priority treatment. 

Letters of application with required documentation should be sent to: 
Rektor der Fachhochschule Ravensburg-Weingarten, Postfach 12 61, 
D-88241 Weingarten, Germany not later than 4 weeks from the date of 
publication of this offer. 

if any further clarification is required please contact: Verwaltungsdl- 
rektor der Fachhochschule Mr. Hollander, Tel. +49 (751)5 01-95 43, 
E-mail hollaender@ verw.fh-weingarten.de 
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Department for : POVE RTY P O LI CY S P E C IAL I ST 


international 


Development VIETNAM 


Since 1999, DFID have been collaborating with the World Bank policies and programmes to address poverty. With experience of 









> on Vietnam to sharpen the focus of their country programmes Vietnam (and perhaps a knowledge of the language), combined 
> on poverty - and to help Vietnam‘ poverty reduction strategies. with field experience of poverty reduction in a developing 

> The a aie ea oe project will pura on the Ko country, you'll also have a post-graduate qualification in a 

> s T a $ y r Ni T it to ae ee heir y relevant subject. 

5 orking closely with other donors, you'll support Vietnamese 

~ government efforts to produce, roll out and monitor a fully TERMS OF APPOINTMENT 

° comprehensive poverty reduction strategy paper. Specifically, The post will be for a fixed term period of approximately 3 years 
= that means implementing quantitative or qualitative studies and and will be based in the World Bank in Hanoi. At the end of the 
s monitoring performance against targets. You'll also ensure period, the candidate’s employment will terminate. 

2 constant improvement by feeding back information on the The salary offered will be in the range £33,882 - £48,252 p.a. (UK 
u success of our initiatives. taxable, and dependent on qualification and experience) plus 
= Another key neoe is arabian gia benefits package. 

arrangements for poverty reduction - including cross-group , : 

working parties, working with government agencies and Candidates should be nationals of Member States of the 
supporting initiatives which incorporate the views of poor European Economic Area (EEA), Commonwealth citizens who 
households. have an established right of abode and the right to work in the 
QUALIFICATIONS AND EXPERIENCE United Kingdom or those granted refugee status as defined by 
Bringing knowledge of best practice in poverty assessment and the 1951 UN Convention on Refugees. 

research, you'll have a background of developing government Closing date: 2nd March 2001. 

Application forms can be obtained, quoting reference AH375/5/AM/TG clearly on your envelope, from Department 
for International Development, Abercrombie House, Room AH375, Eaglesham Road, East Kilbride G75 8EA or 
telephone (01355) 843384 (answerphone) or e-mail: group5a2@dfid.gov.uk  http://www.dfid.gov.uk 





The Department for International governments, international and national Europe. 
Development (DFID) is the UK’s , non-governmental organisations, the DFID is committed to a policy of equal 
government department responsible for private sector and institutions such as the opportunities and encourages applications 
promoting development and the ; World Bank, UN agencies and the from all parts of the community. We would 
reduction of poverty. DFID is committed European Commission. Most of our particularly welcome applications from, 
to ht internationally agreed pes of . assistance is concentrated on the poorest women, people from an ethnic minority 

uy ay a = a ci r pi e m Epi A 
gavne tie poporior o people uving in countries in Asia and sub-Saharan Africa, background and people with a disability. 

E POVENY BY Sua: but we also work in middle income Selection is on merit. 

DFID works in partnership with countries, and in Central and Eastern 


Fulfilling Britain’s commitment to 


JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1202 4781698 cpamerica@careerpath.co.uk 
Europe +44 20 75048280 cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 Dokk.loxinfo.co.th 






ZX MEDECINS SANS FRONTIERES 

ÄRZTE OHNE GRENZEN 

MSF-Switzerland is one of the five operational centers of MSF’s 
international movement. MSF-Switzerland works on projects in 
around twenty countries, employs approximately sixty people in 
Switzerland, and sends nearly three hundred expatriates into the field 
each year. MSF-Switzerland offers you the opportunity to use and 
develop your skills within a major humanitarian nongovernmental 
organization as : 



















*** WORK IN USA *** 
195,000. EMPLOYMENT VISAS Availabie! 
O EMPLOYN AS Availa Readers 


ILE a 

‘Falso, Affiliates (Recruiters) Welcomel! 
Free Info! Send: Name & Address are 
Certified Worldwide LLC - Code # EC 


PO. Box 1829, Agoura Hills 4 
California 91376-1829 USA recommended 
Fax: +1 818-879-9886 - Attn: WorkVisa ae š + 
WorkVisaeGreenCardSpecialists.com to make appropriate enquiries 
www.GreenCardSpecialists.com and take appropriate advice 
INTERN ATIONAL before sending money, incur- 
PROPERTY into a binding commitment in 
relation to an advertisement. 
SWITZERLAND The Economist Newspaper 
efa Limited shali not be liable to 
Lake Sonava & Alps any person for loss or damage 
Attractive pro 


Director General 











Job Profile: 


Five years experience in humanitarian work; Experience and/or 
training in international public health; Communicative management 
style; French and English, German is a plus. 






ring any expense or entering 





Start Date: as soon as possible; Location: Geneva, with regular 
travel, 


fe to ad incurredor suffered as a result 


i company of his/her accepting or offering 
established gh ‘otis iscretion. to accept an invitation con- 
52, Montbrillant, CH-1211 GENEVA 2 tained in any advertisement in 
Tel. +441 22/734 ae an 734 12 20 the Economist. 


Applicants should send a CV and cover letter by 5 March 2001 to: 
MSF-Switzerland; Attn: Jean-Marie Kindermans; Case Postale 
6090; CH-1211 Genève 6; Switzerland 







All information contained in applications will remain strictly confidential. 
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The European Patent Office (EPO), an international organisation, is now replacing parts of the existing 
application suite with the integrated FIPS system (Finance Personnel System} based on SAP R/3 4.6C. The 
global project includes finance, procurement, sales and human resources modules. Finance is expected to go 
live in January 2002. 


The Principal Directorate Finance in Munich is seeking a 


SAP Expert for 
Application Management (m/f) 


Your main duties are to 

= assure the adequate use of the system by supplying and adapting information and documentation, organis- 
ing training, and giving helpdesk support (mainly FI/CO) 

s assist the project team responsible for implementing SAP R 

a follow new developments and co-ordinate the implementation of new releases 

a act as administrator for system authorisation, security, reporting and related duties 


The minimum requirements are a completed secondary education, together with a diploma of post-secondary 
professional training, eight years’ reckonable experience and a working knowledge of the official languages. 
The candidate must be a national of one of the 20 European Member States (see web-site). 


The salary, including allowances depending on family circumstances and experience, ranges from EUR 2600 
to 4800 per month net, after deduction of contributions to the comprehensive medical and pension schemes. 


The application form is available - quoting INT/EXT/1081 - from the 


European Patent Office, Directorate Personnel 
Erhardtstrasse 27, 80331 Munich, Germany 


Fax: +49 89/2399 2706 
The closing date for receipt of applications to the above address is 28.2.01. 


More information about this and other vacancies can be found on www.epo.org 





OFFSHORE COMPANIES 


* Ready made companies 





IMMIGRATE TO CANADA 



















NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www. minerva-press.co.uk 





THE ECONOMIST FEBRUARY IOTH 2001 


“We Can Help” 


25 Years Experience in immigration Matters 
The law firm of Somjen & Peterson 
bitp://wewesamjen.com 
Email: somjen@somjen.com 


Sar 
Toronto, € 
Pek (416)922 








083 
“We Can 


F 
Help“ 





810, 1240 Bay Street, 
ario, Canada, MSR ZA7 


$6)922 4234 


















* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/ACcounting services 
* China business development services 
Contact Stella Ho for imrnediate services 
& company brochure 
NACS LTD 
za, 2-6 Granville 
Kang 








Fax: (852) 272 


Lowest Apsua: Fees 
Ready Made Companies 
Bank |rtreductions 
450 Nominee Services 


Offshore Credit Canis 
United Kingdom: 


pee ES 


Fax: +44 (0) 
com-exp.com 








- to invest on the 


- to manage your 


- to do all of this 


THEN YOU HAVE COME 
TO THE RIGHT PLACE! 


Id you lik 






NYSE 





own portfolio 
over the Internet 











through a tax-free 
company? 


gi 














stock.laveco.com 








COURSES 


REAL OPTION 
VALUATION™: 
Principles and Applications 


Real Option Valuation (ROV™) is the new standard for valuing, selecting 
and managing strategic investments. It is being adopted in industries as 
diverse as energy, health care, hi-tech, life sciences and telecom for M&A, 
e-business, product launch and R&D. 


This seminar provides a thorough introduction to ROV techniques and 
processes. It includes presentations, examples, exercises and a case study, It is 
aimed at managers and analysts seeking to learn about the latest approaches 
for improving the quality and credibility of their investment decisions. 


“Hit the nail right on the head. Great material; 
logically presented. The best I’ve seen.” 


Risk Management Consultant, Global Oil & Gas Company 


Applied Decision Analysis, LLC (ADA)/PricewaterhouseCoopers, LLP is 
a world leader in ROV. Our strategy consulting practice serves Fortune 
500 companies around the world. 


Featured speakers include Dr. Adam Borison, ADA Managing Partner, 
and Dr. Timothy Luehrman, ADA Senior Finance Advisor. Dr. Borison 
has taught at Berkeley and Stanford, and has conducted dozens of ROV 
seminars and projects over the past ten years. Dr. Luehrman served on the 
faculty at Harvard and has written award-winning articles on real options 
for the Harvard Business Review. 


Dates and Locations: 
April 5-6, San Francisco Bay Area; April 12-13, New York 


For more information or to register, contact: 
Applied Decision Analysis, LLP, 2710 Sand Hill Road, 
Menlo Park, CA 94025 
Tel.:1.800.827.7543 Web: www.adainc.com 


TENDERS 





Government of India (GOI) 
INDIA TOURISM DEVELOPMENT 
CORPORATION 


Restructuring/Disinvestment 
In the second tranche of the restructuring and disinvestment 
programme covering nine hotel properties of India Tourism 
Development Corporation (ITDC), one 5 star hotel located in New 
Delhi is offered on long-term lease-cum-management and eight hotels 
in other star categories are offered for sale. The latter comprise six 
hotels in New Delhi, one hotel at Varanasi and one heritage palace at 
Udaipur. Interested parties should send their Request for Qualification 
(RFQ) to Lazard India, Advisor to the Gol not later than 


25" March, 2001. To obtain the prescribed format of RFQ and for further 
information, please write to Lazard at ashish.guha@lazard.com or 
at fax no: ++ 91 11 614 7482 or visit www.theashokgroup.com 


Classified advertisements are seen in over 190 countries 
every week. To advertise, please contact: 


Paola Hamdan 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
Email:paolahamdan @ economist.com 


Beth Huber 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email:bethhuber @ economist.com 
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PUBLICATIONS 












Dams and Development 
The Report of the World Commission on Dams 





decommission 
propose 
oppose or 
discuss a dam 
without it 
What others are saying about Dams and Development 


"Far-reaching." 


The Wall Street Journal 














"Invaluable." 


The Hindu 





"A yardstick..." 


The Economist 





",.Landmark." 


Asiaweek 





“Remarkable... 
a model for rational debate." 


The Financial Times 


"This invaluable report... . created space tor dialogue 


and ultimately mutual respect and understanding amongst the parties to the 
dams debate." 






Nelson Mandela, former President of South Africa 





Hu 
No country constructing a dam will want to ignore 


a report of this weight..." 


James Wolfensohn, President of the World Bank 














This report is vital reading on the future of dams 
as well as the changing development context for 
water and energy resources where new voices, 
choices and options leave little room for a 
business-as-usual scenario. 













Published by Earthscan Publications, London. 
£ 20.00/$29.95 ISBN 1 85383 798 9 









www.earthscan.co.uk www.dams.org 
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The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


tor OFFSHORE & UK COMPANIES © the best prices contact us today 


EST. 19899 à LONDON: For immediate, friendly advice, please contact. 


LICENSED CO. jr i ‘tonto rá LONDON: Janson Lotery 8.5e (Hons) {Peter Murphy B.Comm (Hons) 


& TRUST MANAGEMENT ‘ DUBLIN: Tel +-44 (0) 20 7352 2274 Tel: +353 (8) 1 662 1386 
= = r T ‘broke S Fax: +44 (0) 20 7795 0016 Fax: +353 (0) 1 662 1554 
E-maih Janson@scigroup.com E-mail: pmurphy@setintiolie 


OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


Ship & Yacht Registrations, k Alc’s, US Public Shells for Sale for Reverse Mergers to "Go Publi 
y e Packages - ALL OFFSHORE JURISDICTIONS - Tax Planning Sche 
innovative and cost- effective solutions to PROTECT your ASSETS and MINIMISE your TAXES 
Best Prices Available Worldwide - Sp | Offers 


hitp:/jwww.global-money.com, http:/Awww.flagsofconvenience.com 
gmc @global-money.com Faxes: +1-416-3525168, +3120-5241407 


GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 
lished in 1985 


n 


in the US 





EMIGRATE TO AMERICA 






DELAWARE (USA) 
„CORPORATIONS | OFFSHORE BANK 
ere ce, | For Sale US $500,000 (File #220) 


Nurses, Teache 


For Sale US $75,000 (File #428) 


uae confidentiol 
quality service for a For further information, please contact 


Complete visa processing. 100% guarantee. 


00} 561 740 9061 MACS USA Ine raa ee. 
639 E Ooean Ave, 3511 Sih erside Rd, FINS © CARIBECO USA LTD. 
www uetoameri 3024773000 © BTL e A a CNAIN Gary A. Ferraro, President 
KEEDA E-mail: op @dekeg om tp dg. con Tel: 561-391-4308 / Fax: 861-447-8724 





for skilled workers, 





OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
www.oiccanada.com passporti@infoserve.net 


Since 1987 The Sovereign Group have been 
assisting individuais and companies to achieve SOVEREIGN 
savings in tax. We provide a full range of onshore EEE 


n and offshore services designed to save tax for VISIT OUR WEBSITE: 
SovereignGroup.com 





you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 
value of your assets. 


business & personal 
tax solutions 


WORLD Wi 


Grosvenor Cou 
isle of Man, IM 
TEL: +44 1624 8f 
FAX: +44 1624 & 
E-mail: economist@ 


Www. ocra.com - 


1509002 94 Certificated « A member of the Estate and General Group established in 1915 


HONG KONG: ISLE of MAN: UNITED KINGDOM: USA: 
Stuart Stoble Paul Brennock Simon Denton Wiliam H. Byrnes 
å Jet +44 1624 699800 Tei +44 {0)20 7479 7070 05; 
Fax +44 {(0}20 7439 4436 
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from a quarterly rise of 0.2% to a drop of 0.6%. This change brought annual growth to 0.5%. Brit- 
ain’s industrial production fell by 0.6% in December, but its annual rate of increase remained at 
0.5%. In January the unemployment rate edged up to 4.2% in America and 9.3% in Germany. 





| OUTPUT, DEMAND AND JOBS Japan’s Gpr growth for the third quarter was revised down 
l 
| 
| 
| 



























































% change at annual rate The Economist poll industrial Retail sales Unemployment 
GDP GDP forecasts production {volume) a rate _ 
3mthst tyear 2000 2001 3mthst 1 year 1 year latest year ago 

Australia +26 +4293 +43 +32 -15 142097 -08 03 67 an 6.9 
Austria 412 +19 93 +34 + 24 na + 6.7 Oct* ~ 1.1 Oct 3.3 Dec 36 

Belgium _ +20 +3203 +39 +27 na + 7.3 Dec + 6.1 Oc 10.7 Jan 11.3 

Britain +10 +2404 +31 +25 -29 + 0.5 Dec +44 Dec 5.3 Not 5.9 

Canada +48 +5093 +49 + 28 + 1.2 +45 Nov + 5.4 Oct 6.8 Dec 6.8 

| Denmark +20 +27 93 +26 + 2.1 na + 8.6 Dec + 0.2 oct 5.4 Dec 5.4 

France +23 + 3.0 03 +31 +26 + 3.6 +23 Nov - 1.5 Now 9.2 Dec 106 

Germany +23 +2893 +31 +24 + 3.9 + 4.9 Nov + 0.5 Nov 9.3 jan 10.1 
Italy +24 +25 03 +26 + 22 + 1.9 + 2.4 Nov -= 1.2 Nov 10.0 Oct 14.1 

Japan 24 +05 93 +17 +14 +10 + 3.5 Dec ~- 0.3 Nov 4.8 Dec 47 

Netherlands +28 + 3.3 93 +39 + 30 +85 + 94 Dec + 0.4 Oct 2.6 Des 2.7 

| Spain +22 +39 93 +41 + 31 - 05 + 40 Nov na 13.7 Dec 15,1 

Sweden +39 +4003 +40 + 32 na + 9.9 Nov + 4.0 Nov 3.7 Det 53 

| Switzerland +20 +3693 +34 +22 na +6903 -20 de 20 tan” 26 
United States + 14 + 35 Qa +50 t+ 18 - 1.4 + 3.1 Dec + 4.2 Nov 42 Jan 40 

Euro area +24 +33 03 +34 +26 +54 +44 Nov + 1.2 Nov 8.7 Dec 9.6 
“Not seasonally adjusted t Average of latest 3 months compared with average of previous 3 months, at annual rate. *Sep-Nov; claimant count rate 3.6% 

in December. 20ct-Dec. 








PRICES AND WAGES In January Italy’s annual consumer-price inflation rose to 3.0%, the 
highest rate since September 1996. The Swiss inflation rate slowed to 1.3% in the year to January. 
Producer prices increased by 5.4% in the year to December in the euro area. American workers 
received a 3.9% pay rise in the year to January, a real change of 0.5%. 
























































% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

Pes _3mthst 1 year 2000 2001 3 mths? 1 year 3mthst 1year 
Australia w£i2 +58 +46 +41 +102 +8404 +81 +680 
Austria 428 +26 Dec +21 +17 +21 + 3.2 Jan +19 +22 Dæ 
Belgium +07 +22 fan +26 +21 +16.2 +10.0 Nw +37 +16% $ 
Britain 425 +29 Dec +24 +22 +16 +24 de +57 + 44 Nov 
Canada +25 +32 Dec +27 +24 +49 +35 Dec +07 +34 Nov 
Denmark +27 +24 de +29 +23 +30 +39 Dx +70 +38 93 
France +_1.7 + 1.6 Dec +17 +14 +52 +47 De -+46 +53 g3 
Germany +17 +24 Jan +20 +15 +53 +51 Dec na +18 Nov 
Italy 431 + 3.0 Jan +25 + 2.1 +61 +62 De +09 + 1.7 Dect . 
Japan 407 = 0.2 De ~ 07 -~04 + 14 +12 Jan Na +18 De 
Netherlands + 3.3 + 2.9 Dec +25 +30 +74 +16 De +14 +30 Dec 
Spain +34 +40 Dec +34 +29 +48 +50 De +32 +243 
Sweden na + 1.4 Dec +13 +17 +67 +37 Dec +01 +21 Nov 
Switzerland +20 + 1.3 Jan +16 +14 +18 +22 dec na + 0.2 1999 
United States + 27 +34 De +34 +25 +35 +36 Dec +48 + 3.9 Jan 
Euro area + 2.1 + 2.6 Dec ak 23 19 +57 + 5.4 Dec +12 + 18 93 





“Not seasonally adjusted taverage of latest 3 months compared with average of previous 3 months, at annual rate. 








COMMODITY PRICE INDEX 
Trading on international cocoa 
exchanges reached record volumes in Jan- 
uary as fears of a reduced crop in Côte 
d'Ivoire, which accounts for roughly 40% of 
the world’s production, started waves of 
speculative buying. Average prices, which 
languished at 28-year lows last December, 
have since gained more than 40% to the 
highest in 19 months. Continuing political 
unrest in Côte d'Ivoire has forced migrant 
workers to flee the cocoa-growing region, 
leaving many pods unpicked. The crop may 
fall below 1m tonnes; the previous forecast 
had been for a crop of 1.3m tonnes. More- 
over, excessive rain in Indonesia is likely to 
reduce its crop. Harvesting begins in April. 
Traders epar Man expect the deficit in sup- 
plies this season to exceed 150,000 tonnes. 
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1995=100 % change on 
Jan 30th = Feb 6th* one one 
month year 
Dollar index == <= 
All items 72.7 718 -~ 16 -~ 45 
food 705 705 -36 -17 
industrials : i —_ 
All 75.8 73.7 + 10 - 78 
_ Nat 677 666 +08 -106 
Metals 82.6 737 +12 -57 
Sterling index 
All items 78.6 776 + 05 + 54 
Food 761 761 -15 4 85. 
industrials 818 796 +32 + 18 
Euro index a 
All items 103.5 101.4 ~ 07 + 12 
Food 100.3 995 = 27 +A] 
Industrials 1078 1040 +20 - 24 
Yen index l i 7 i 
All items 90.3 879 ~ 
Food _ 87.5 862 - 
Industrials 94.1 90.1 ~ 
Gold 
$ per oz 266.20 263.25 - 16 =11.1 
Crude oil North Sea Brent ye 
$ per barrel 26.62. 28.58 +171 + 75 
West Texas Intermediate E ` 
$ per barrel 29.10 30.26 + 92 +17 





* Provisional. t Non-food agniculturals. 











E ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 





omic forecasters and calculates the average 
of their predictions for economic growth, 








inflation and current-account balances for 








15 countries and the euro area. The table also 





shows the highest and lowest forecasts for 








growth. The previous month’s forecasts, 
where different, are shown in brackets. This 











month the average of our forecasters’ esti- 
mates for American growth in 2001 has 








slipped again; the figure fell from 3% in De- 
cember to 2.3% in January and is now at 








1.8%. The outlook for Japan has also deterio- 
rated anew, with only 1.4%growth expected 











in 2001. Forecasts for most European coun- 





tries have been shaded down, buta predic- 





tion of 2.6% growth suggests the euro area 
will considerably outpace America. 
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5.5% after an association of bond traders advised that the demise of the “long bond” had been 

postponed; demand for the bonds, due to be phased out later this year, subsided. 
„Money supply* interest rates % p.a. (Feb 7th 2001) 

ag gee. gov't 





















+142 +80 f “Dec 











Switzerland ? 
United States 


Euro area 






















*Narrow: Mt except Britain MO, broad. M2 or M3 except Britain M4 Sources: eae Den Danske, J.P. Morgan Chase, Roya! Bank of Canada, 
Svenska Handelsbanken, Warburg Dillon Re: G mson Financial Datastream Rates cannot be construed as banks offers. 











STOCKMARKETS The Dow briefly climbed above 11,000 on February sth, for the first time 
since last September. But poor profit figures from Cisco hit the Nasdaq Composite, which lost 
5.9% over the week. The Nikkei 225 fell again. 


Market indices %changeon ETEEN 
2000-01 record Dec 31st 1999 
high in local in$ 
currency terms 





















































































Australia (All Ordi ~ 20 - - 13.6 
Austria (ATX) -334 -10.2 
Belgium (Bel 20) 18.4 ~ 16.0 
Britain (FTSE 100) f ~~ 10.2 = 185 
Canada (Toronto ¢ Composite) 3, TA 2 = 7198 + 41 
Denmark (Copenhagen SE) SS - 52 + 18.0 
France (SBF 250 4,390.7 3,512. T159 SEE 
Germany (Xetra DAX) 8,065.0 6,2007 ~- 184 y= 120 
italy (BC) 21823 1,6664  - -137 -36 
Japan (Nikkei 225) 0 20,8332 13,201.) -657 z374 
Topid ts—~S 67.5 2.5076 1,230. -551 4 -348 
Netherlands (EOE) -109 -69 -134 
had 2177 - 65 -130 








-11.0 

















Switzerland (Swiss Market) 8,023.2 

St ~ 09467 11 7230 97360 For 
7,340.8 15275 1 2647] ~ 
5,048.6 2,2919 - 
1,705.0 1,4725 = 


1550.5 1 277 7 7 
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=121 
~ 158 











nly euro terms. Morgan Stanley Capital international index ed i above pius “eight others, in dollar terms 
tsalomon Smith Barney World Government Bond index, total return, in dollar terns Sebo 


MONEY AND INTEREST RATES “Yields on 30-year American treasury bonds rose slightly to 





o | E EXCHANGE RATES A country’s trade- 
| weighted exchange rate is an average of its 
| bilateral exchange rates with its trading 
| partners, weighted according to how much 
| it trades with each of them. The measure 
| captures the effect of currency fluctuations 
| on the competitiveness of a country’s ex- 
ports; a rise represents a fall in competitive- 
| ness. The yen’s trade-weighted value has 
plunged by 9% since the end of October, as 
the Japanese government abandoned its 
attempt to support the currency. Sterling's 
value has also slipped, by 6% in the same 
| period. The euro, which lost 20% of its trade- 
_ | weighted value between its launch in Janu- 
| ary 1999 and the end of October, has since 
| rallied by 7%. Since the euro bottomed and 
| the yen peaked in October, the dollar has 
slipped, but only by 2%—the movements in 
| the currencies of America’s trading partners 
have mostly cancelled out. Fears that | 
America’s weakening economy would lead 
the dollar to fall sharply have (so far) 
proved misplaced. 





























Trade balance*, $bn_ Current account Exchange rate 





Sbn The Economist poll ~ trade-weighted? 
latest 12 mths % of GDP, forecast 





latest latest 12 12 
month 





TRADE, EXCHANGE RATES AND BUDGETS In the past week the e trade- weighted value of the eu euro fell by 19 1%. Though the ye yen touched a 
one-month high against the dollar on February sth, it lost 0.2% in trade-weighted terms over the week. The dollar was little changed but is now 
up 6.3% compared with its trade-weighted value a year ago. This week our table includes new forecasts for current-account balances. 








Currency units 
er 
























































*“Marchandise, Australia, Britain, Frar 
SNot seasonally adjusted 
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_ EMERGING-M. 








E SHIPPING Between them, Greek and 
Japanese shipping lines own more than 
30% of the world’s merchant tonnage, ac- 
cording to the United Nations Conference 
on Trade and Development. The world fleet | 





DICATORS — 











ECONOMY Singapore's industrial output rose by 5.7% in December; the change lifted the an- 
nual rate of growth to 20.0%. Consumer-price inflation quickened to 2.4% in Taiwan and 
slowed to 12.6% in Venezuela in the 12 months to January. In the past year Poland’s trade deficit 
and Indonesia’s trade surplus both narrowed, to $11.0 billion and $28.3 billion respectively. 


























































































































































































































: ; ne A , % change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
grew slightly m 1999 asdid emerging SEON GDP lac Consumer Trade Current “Latest Year ago 
omies’ share of it. Thanks to an increase in production prices balance account 
the deadweight tonnage of Asian coun- | China + 74g +104 dec + 15 dec +241 Dec +15.7 1900 163.9 Nov — 156.8 
tries—from 108.5m to 112.2m between 1998 | Hong Kong +1040) - 01a) — 18 pe 710.9 de + 9.2 03 107.5 de 96.3 
and 1999—the developing world’s share | india +72 ot + 27 Nov + 35 de -83D -560 37.3 Dec 32.7 
rose to 19.2%. Though total tonnage has in- indonesia + 5.1 93 +38.4 cat + 8.3 Jan +28.3 Oec + 62 Qe 29.0 Nov 26.3 
creased, the average age of merchant ships i Malaysia +778 +11.1 Now + 14 De _+16.8 Now +11.3 %2 29.6 Nov 298 
has declined. This is especially true of de- Philippines + 48 Q3 +36.6 Now + 69 Jan 4 57 Now a 9.1 Aug 12.5 oct 12.8 

lo ing countries’ container vessels Singapore +10.5 94 +20.0 Dec + 2.1 Dec + AO nov +216 03 77.5 Nov o J43 
velop. ? South Korea + 9.2 a3 + 47 dee + 4.2 Jan +12.9 Jan +11.7 Nov 96.2 dec 74.0 
whose average age fell from 11.4 years t091 | Taiwan “+6603. -21oe + 2440 + Blu +7593 1082 nw 1035 ` 
years. Almost 40% of these ships are under | Fhaitand +2603 + 15 be + 13 Jan + 56 De +920e 320 oa 341” 
four years old. Following a growing trend, | Argentina noa = «34 De - OF de + O6Nw  -105 03 252 pe 263 
about two-thirds of ships from rich coun- ; Brazil (+450 + 49 Nw + 530e - 1) in 246 ox 32.5 Nov 42.2 
triessail under foreign flags, compared with Chile + 5.8 93 = 3B de + 47n + 1S be ~ OF 14.2 Nov 14.1 
just over half of their poorer counterparts. | Colombia + 3.1 œ +11.2 Nov + 88 dec +23 Nov +01 8.1 dec 76 
Not surprisingly, hardly any Iranian vessels | Mexico SN toG Nov A AO oe = 80 pee 2 6A O BAT tee a 
are foreign flagged. Perhaps more surpris- | Fito ge 6 BE 9 
: e X . + 3. 2 + -© Jan +14. ul i X ec 3 
ingis theexistenceofa Swiss merchant fleet. Egypt + 6.5 2090 + 9.4 2000! + 24 Nov -10893 -0903 12.9 oa 15.4 
israel +73 + 60 Nw nil be =- 69 dx — 0.7 @ 23.2 ian 22.1 
South Africa + 45 93 +41 be + 70 Dec + 3.2 Dec - 0.7 93 6.1 Nov 63 
Turkey + 7.4 93 +10.5 Nov + 35.91 -274 Nw - 92 0a 18.8 Nov 227, 
Czech Republic + 2.2 93 + 43 Nw + 40 dec ~ 33 de = 19093 13.1 De 12.9 
Hungary + 46.93 +10.1 Dec + 10.1 Dec -22 nw -= 06 Nov 10.8 Nov 10.9 
Poland +22% - 22 pe + 85 pe  =11.0 be -99 De — M6 Nw 245 
Russia +790 + 25 bpe + 20.2 De +59.8 Nov +43.8 03 24.0 Nov 76 
“Excluding gold, except Singapore; IMF definition. t1999, tear ending June. **New series 
FINANCIAL MARKETS The slide in high-tech and telecom shares dogged most markets this 
week. Political worries continued to plague Istanbul, which lost 9.0%. Tel Aviv fell 1.2% after Ar- 
iel Sharon was elected prime minister but ended the week only 0.3% lower. Jakarta did well: the 
return of foreign investors pushed the index close toa five-month high on February sth. 
Currency units interest rates Stockmarkets % change on 
per $ perf short-term Feb 7th ~~ Bec 31st 1999 
Feb7th yearago Feb 7th % p.a. one in local ins 
i week currency terms 
China 8.28 8.28 12.1 5.40 2,094.4 -42 + 43 + 443 
Hong Kong 7.80 7.78 114 5.19 16,049.5 -03  - 54 = $7 
india 464 43.6 67.9 871 43129 -03  - 138 - 192 
Indonesia 9,646 7.215 14,101 15.00 43 +44 - 344 - 5207 
Malaysia 3.80 3.80 5.56 330 729.1 +02 = 102 -102 
Philippines 48.6 40.5 71.0 13.25 1,659.3 -16  - 226 -~ 357 
Singapore 175 169 256 2.00 "4,942.7 Sad. = 247 7 
South Korea 1,268 1,124 1,853 5.80 5762 268 - 440 
Taiwan 32.2 30.6 474 5.15 _ 5,693.6 ~ 4) ~ 326 
Thailand 42.6 37.5 62.3 325 3275 -16 -320 
Argentina 1.00 1.00 1.46 7.83 503.9 -54 - 82 
Brazil ~ 2o 1.77 2.93 15.10 16,8124 -49 - 16 
| Chile 562 515 822 4.28* 5,013.7 =48 = 30 
Colombia 2,249 1,947 3,274 $ 
Mexico 9.70 9.40 14.2 0. 
Peru 3.53 3.45 5.2 11.00 1,316.4 +28 - 283 | 
Venezuela 702 658 1,026 14.04 7,921.1 +02 + 462 
Egypt 3.89 3.45 5.68 9.09 7,535.9 -15 - 422 
israel 414 4.07 6.06 572 444.2 -03 - 88 
South Africa 7.87 6.31 115 10.45 9,155.9 +09 + 72 
| Turkey 677,520 559,975 990,466 410 3724] -390 - 36) 
Czech Republic 37.1 36.0 54.3 5.31 486.1 23k. = OF 
Hungary 285 258 416 11.00 7,743.6 -49 -122 | 
= Poland 406 ala — 593 18.65 16,8298 -44 - 63 | 
ee Russia 28.5 28.7 417 25.00 166.67 EE 
as % of total . inflation-adjusted. in dollar terms. 
ae Ia : Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan 
Chase; Hong Kong Monetary Authority; Centre for Monitoring indian Economy. FIEL EFG—Hermes; Bank Leumi Le~israel; Standard Bank Group; Garant | 
Bank; Deutsche Bank; Russian Economic Trends. i 


























iGRE COUNTRIES ARE AVAILABLE TO SUBSCRIBERS AT WWW 











THE ECONOMIST FEBRUARY 10TH 2001 





technology close to you. 








LG Air Conditioner LG Microwave Oven LG Internet Refrigerator 


3-way coo! flow, remote. digital Attractive design, higher speed, Visual interactive communication 
operation through the telephone. a life filled with cooking Access to MP3 and web recipes 


veryone finds their own key to unlock life's secrets and discover the world. Everybody experiences the 
jorld in their own way, using all their senses. And for us, every individual represents a challenge to 
eflect on products that can make life richer and more rewarding. To us, this is the very essence of 
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Brace yourself. The Net Effect is coming: an EXPLOSION OF BANDWIDTH CAPABILITY that’s going to reshape the world. To your 
business, it will mean VAST OPPORTUNITIES to deliver new services. That’s why Sun™ has been rethinking the network today. And building the 
platform to help your business take full advantage of this phenomenon. At its center is our UltraSPARC™ III processor — THE DOT-COM ENGINE 
GEARED FOR THE NET EFFECT. Running on the UltraSPARC Ill processor, our new workstations and servers take reliability and availability 
to new levels. And when you combine them with Sun™ Grid Engine software, you can harness all the idle processing power on your network to MAXIMIZE 
your investment. Just a few of the NEXT-GENERATION TECHNOLOGIES we've designed to bring your network infrastructure the blazing 


speed, MASSIVE scalability and continuous availability you need to capitalize on the Net Effect. Want to learn more? Visit www.sun.com/theneteffect. 


& Sun 


4 The Network Is The Computer™™ ©2000 Sun Microsystems, Inc. All rights reserved. Sun, Sun Microsystems, the Sun logo, Java, the Java coffee cup microsystems 
<7 logo, The Network Is The Computer, and What Can We .com For You? are trademarks or registered trademarks of Sun Microsystems, Inc., in the 
== United States and other countries. All SPARC trademarks are used under license and are trademarks or registered trademarks of SPARC International, 
JAVA Ine., in the United States and other countries. Products bearing SPARC trademarks are based upon an architecture developed by Sun Microsystems, Inc. What can we .com for you? 
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Bush and abortion 


Sır—To say that George Bush’s re- 
instatement of the “Mexico city 
policy” (“Trench warfare”, Janu- 
ary 27th) was not “particularly 
harsh in its impact” is an insult to 
the women, men and children 
who will suffer as a result. You 
have to live in a country where 
women can get safe and legal 
abortion to say something as cas- 
ually dismissive as “in many 
parts of the developing world 
abortions are illegal anyway.” 
This ignores the fact that unsafe 
abortion, particularly prevalent in 
those countries, kills thousands of 
women every year, and that it is 
precisely the programmes that 
the Mexico city policy hits the 
hardest that have the best pros- 
pect of saving those lives. 

The policy is known as the 
“global gag rule” for the restric- 
tions it places on the way orga- 
nisations outside America use 
their own money. It stops people 
speaking out about abortion, 
whether it is to advise a woman 
about options open to her or 
democratically trying to stimulate 
a change in the law. This is noth- 
ing less than an affront to the 
principle of free speech, as guar- 
anteed in America’s constitution, 
and ironically will hurt those ac- 
tivities that reduce the demand 
for abortions worldwide by pro- 
viding contraception. 

The gag rule forces overseas 
community-based organisations 
like the International Planned 
Parenthood Federation (iprF) to 
make an impossible decision: 
forgo desperately needed Ameri- 
can family-planning assistance or 





sacrifice their rights and respon- 
sibilities regarding their clients. 
Either choice hurts ‘the world’s 
poorest and most marginalised 
communities. We had expected to 
receive $8m from usaip for the 
period between September 2001 
and August 2003. We will now 
lose this. 

The social impact is unmistak- 
able: under the gag rule recipients 
of American family-planning 
funds must give up the ability to 
provide legal health services and 
the right to take part in important 
policy debates in their own coun- 
tries. To place these restrictions on 
family-planning choices disem- 
powers women and men and, 
crucially, undermines their efforts 
to extricate themselves from pov- 
erty. That is harsh in anyone's 
book. 

INGAR BRUEGGEMANN 
Director General 
IPPE 





Populist Klaus 


Sir—I realise that to combine 
free-market ardour with a Euros- 
ceptical tone, as you think Vaclav 
Klaus does, can be attractive 
(Charlemagne, February 3rd). But, 
alas, Mr Klaus is no free mar- 
keteer; indeed, he is the last per- 
son deserving the label Thatche- 
rite. He never truly embraced the 
market. When he privatised the 
Czech economy his main concern 
was to keep it in Czech hands. As- 
sets were sold (or, rather, trans- 
ferred) to individuals and groups 
who borrowed from the Czechs’ 
state-owned banks. And who got 
the loans? Political friends of Mr 
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Klaus and his party. Under Mr 
Klaus not a single bank was fully 
privatised. Foreign direct invest- 
ment remained low; the purchase 
of Skoda by Volkswagen was car- 
ried dut despite the objections of 
Mr Klaus. 

He is the worst sort of Central 
European politician, all too com- 
mon at present, who knows how 
to play the nationalistic card and 
conducts politics in a crude and 
abusive manner. He invariably 
dubs his opponents, including 
President Vaclav Havel, as stupid, 
criminal, elitist, spoiled, middle- 
class and so on. Of course he does 
not understand the meaning of 
“civil society”. 

Prague JAN HENDRIK SIEMSSEN 





Good pint 


Sin—I must take exception with 
the comment made by John 
Wakely that “when Budweiser 
goes up against Tsingtao in China, 
what is the difference except 
price?” (“The big pitcher”, January 
2oth). His taste buds must have 
gone walkabout. Your description 
of Budweiser as “watery fizz” is 
spot on; Tsingtao, along with 
Singha beer here in Thailand, has 
flavour. The only similarity to 
Budweiser is the fizz bit. 

Bangkok PATRICK TAYLOR 
pee eens ~ann E 





People power 


Sır—You bring to the fore legiti- 
mate concerns about the stability 
of the new Philippine govern- 
ment and the fate of democracy 
(“After the B movie, a new main 
attraction for Filipinos”, January 
27th). At the crux of the issue is 
whether the Filipinos judiciously 
used “people power” this time. 
“People power two” might not 
have advanced the cause of de- 
mocracy in the Philippines be- 
cause it impinged upon the con- 
stitutional process of impeaching 
an ineffective and lawless presi- 
dent. Also, it was used not to oust 
a dictatorship but to eliminate 
immorality and corruption in 
government. But I would not fault 
the Filipinos for what they did. I 
would suggest, instead, that in the 
Philippines, as in many develop- 
ing societies, the meaning and 
purpose of true constitutional de- 
mocracy is yet to be adequately 
understood and appreciated. 











For all their moral indignatio: 
(admirable in itself), Filipinog 
must allow democracy to flouri 
by allowing the rule of law to tak, 
hold; by aiming for genuine 
publicanism wherein leaders d 
rive their authority from the eng 
lightened consent of the governed 
and rule to promote people’s in: 
terests over and above their oli 
garchic interests; by demanding 
from that government a fulfil 
ment of its duty to secure ane 
maintain individual rights a 
liberties; and, in the spirit of the 
principle of separation of churcll 
and state, by drawing from thé 
Catholic church moral inspiratior' 
and not political agitation. 









Burbank, 

California PRISCILLA TACUJAM 
RE RE EELEE AE PEER A EER EET Mi 
Football commentary 


SıR—} am well aware that The 
Economist is a British-based 
newspaper but this does not for. 
give or explain all transgressions 
You state that the nFL “ties Amer- 
ican males to their sofas on Satur- 
days” (“Rage v Maniax”, February: 
3rd). NFL games are played almost 
exclusively on Sundays. I suppose 
I should be thankful that you 
were able to restrain yourself 
from prefacing “football” withi 
the modifier “American”. 

For future reference: baseball is 
played throughout the week, golf 
and tennis tournaments tend to 
finish on Sundays, and at my 
work our spirited departmental 
table-soccer outings usually take 
place on Wednesday evenings. 
Evanston, 


Ilinois JULIAN JAMISON 


Sir—I read the piece on the xFi 
league with a sense of déja vu. In 
the 1970s an American science fic- 
tion writer, Norman Spinrad, 
wrote a short story based on the 
concept of a tv network, locked 
out of mainstream American 
football, that devised an alterna- 
tive version of the game to set up 
its own league unhindered by 
copyright rules. This began with 
the kind of (relatively) minor rule 
tinkerings planned by xet. It rap- 
idly moved on to a format where 
player armour was dispensed 
with, every form of violence pos- 
sible without actual weapons was 
licit and, finally, where teams 
were consciously structured on 
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A broader career in indirect tax. 


Specialists and 
Graduates for a career in 
European indirect tax 


& ZOTT Ernst & Young. 


lf working in a challenging, fast-paced and 
international environment appeals to you, then it's 
time to broaden your tax career with Ernst & Young. 


Through latera! thinking, creativity and an 
unwavering commitment to client service, our goal 
is to be the best and leading indirect tax practice in 
Europe. The best. in terms of expertise and 
innovation, as well as solutions and tools. What's 
more, we recognise that it's by meeting your own 
aspirations and goals, that we come closer to 
meeting our own. 


We're looking for experienced professionals at all 
levels to join us as VAT, Customs, Excise and 
Environmental Tax. Specialists, although it would 


also be good to hear from graduates who want to 
develop careers as Indirect Tax Business Advisers 
to our global and multinational clients. 


As well as opportunities.in Europe, you may have 
the chance. to work on our indirect tax desks in the 
US, South America, the Far East and Australia. We offer 
a first-class training programme ~ including a five 
week course on European VAT for graduate recruits 
~ and a range of international courses at all levels. 


if you feel you're good enough to join us, please 
send your CV to nimaxwe1 @ey.nl or, alternatively, 
apply on-line at the website shown below. 


www.ey.com/indirecttax 


ZI] ERNST & YOUNG 


FROM THOUGHT TO FINISH.” 


THE ASSOCIATION OF CHARTERED CERTIFIED ACCOUNTANTS 


CHIEF EXECUTIVE 


Salary exceeding £150k 


An innovative, customer-focused organisation is rare in the world 
of professional education and regulation. One committed to global 
qualifications based on global standards supported by leading-edge 
technology is rarer still, ACCA is just that, It is the largest inter- 


labour markets flow. 


London 


a pre-eminent world brand, relevant wherever global capital and 


Candidates are now sought to take up the strategic and externally- 
focused role of Chief Executive on Anthea Rose's retirement towards 







national professional accountancy body in the world, with 
250,000 members and students in 160 countries. and is 
poised to deliver the fastest international growth in the 
decade ahead. [ts 28 offices and 25 other centres give it 


the end of 2001, The position is relevant to exceptional 
individuals with international breadth and proven track 
records of leadership in finance, business management, 
business education or public service. 


an unrivalled worldwide infrastructure. Its governance is gh i $ a 
£ Based in London the role will require someone capable 


based on democratic processes and transparent account- : : a ae 
as oe pone | transparent account of dealing across the world with the finance profession, 
ability. Its performance is measured against clear strategies, 


; business, government, education and the media. In addition 
policies and standards. Í 


: exceeding £150,000 
and reflecting the preferred candidate’s qualifications 





to an attractive annual salary 
ACCA has embraced adaptability and modern thinking. 
and experience - 


Its horizons extend beyond once-off qualifications in accountancy a significant benefits package and executive pension 


and finance to encompass lifelong learning. It creates value for will be offered. 


the profession and the business community through its innovative Up to 15 March 2001 please obtain a full information pack either by 





work in developing new qualifications, new services and new ¢-mail—contact DKAB@)saxbam.co.uk — or in the UK by post ~ please 
telephone 01233 214529 quoting reference DKAB/E (8am- 
10pm including weekends). Applications will close on 


20 March 2001, with final interviews in London in June. 


methods of delivery. It has a reputation for quality and high 
standards. it is a pioneer in raising awareness of environmental Fa 5 


Í ARC 


ROITMENT AND CONSULTANGY 
AXTON BAMPEYLDE HEVER S35 





and social reporting, The opportunity now exists to create 
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LETTERS 


racial and other group lines (there 
was a gay team, for instance) to 
improve audience. identification 
with the sides. The whole thing 
was, of course, hugely popular. 





Gillingham, 

Kent BRIAN DiTCHAM 
ER AEN AEAEE EAA Ra ENEEN. APERI 

Israel's future 


Sır—You criticise Ehud Barak’s 
peace plan as not having worked, 
and. Ariel Sharon’s as being un- 
workable (“Saying no to peace”, 
February 3rd). Fair enough; but 
Yasser Arafat has never submitted 
a peace plan of any kind, and has 
no intention of doing so. Why not 
criticise him? 

Like any fully functioning de- 
mocracy, Israel has its extremists, 
whom you label “crazies”. Israel 
does a good job of marginalising 
its crazies. By contrast, the nearly 
two-dozen Arab governments, in- 
cluding Mr Arafat’s dictatorship- 
in-waiting, have no problem with 
political crazies. They also have 
no democracy, no representative 
elections, no free speech or free 
press, etc. 

You ‘denigrate as “myth” the 
heartfelt Jewish belief “that Jeru- 
salem should be Israel’s eternal, 
undivided capital.” Some two de- 
cades before the state of Israel 
was recalled to life in 1948, Arthur 
Balfour suggested to his friend 
Chaim Weizman that a Jewish 
homeland might be established 
some place other than in biblical 
Israel. Weizman asked Balfour if 
he, as an Englishman, would ex- 
change London for Paris. “But we 
have London,” protested Balfour. 
“Yes,” answered Weizman. “And 
when London was a swamp, we 
had Jerusalem.” 
Miami MILTON HIRSCH 


Sir—~Ariel Sharon has not made 
public his plans for the occupied 
territories but it is likely that the 
present policies of collective pun- 
ishment against Palestinian civil- 
ians and expansion of illegal set- 
tlements will continue. It is 
therefore important to restate Is- 
rael’s obligations under interna- 
tional law. 

On many occasions the inter- 
national’ community has reaf- 
firmed in the un General Assem- 
bly and Security Council that 
Israel is an occupying power of 
Gaza and the West Bank, includ- 
ing East Jerusalem, and bound by 
the fourth Geneva Convention. 
This guarantees protection to Pal- 
estinian civilians in the occupied 
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territories against torture, killings 
and the use of excessive, indis- 
criminate and disproportionate 
force, land confiscation and de- 
molition of homes, and other 
measures whether applied by ci- 
vilians or soldiers. 

A new era of Israeli compli- 
ance with international law and 
respect for the human rights of 
Palestinians under its occupation 
is the only basis for progress. Such 
an era will not dawn if the inter- 
national community continues to 
treat Israel as if it had a special 
dispensation to ignore its interna- 
tional obligations. We call on the 
British government, acting with 
its EU partners, to take a leading 
tole in implementing practical 
measures to ensure Israel’s adher- 
ence to the convention. 

DANIEL MACHOVER 
Lawyers for Palestinian 

Human Rights 


lll 





Green and pleasant 


Sır—You ask how prosperity and 
greenery are related (“Green and 
growing”, January 27th). Yale Uni- 
versity’s Environmental: Sustain- 
ability Index is certainly a com- 
mendable effort but is too 
complicated. The environmental 
intensity of economic activity, 
increasingly industrial activity, is 
the variable we have to control. 
Fortunately, there is a link be- 
tween this imperative and green- 
ery. The flip side of environmen- 
tal intensity is eco-efficiency and 
resource productivity—concepts 
linked directly to competitiveness 
and open-market policies. Simple 
perhaps, but on target. Hard as it 
may be to accept, the global drive 
for competitive advantage may 
have within it a powerful driver 
toward sustainability—increasing 
efficiency and productivity. 
OWEN CYLKE 
Director 
The Policy Group 
us-Asia 
Environmental 
Washington, DC Partnership 
maaa wae s 


Catholic taste 





Sir—The sad situation of the 
Catholic church (“Between this 
world and the next”, January 
27th) follows from the expecta- 
tion that mere good intentions 
produce good solutions. On the 
contrary, what is needed is the 
application of rigorous and hon- 
est intelectual discipline. R has 
been believed, and still is, that 


such modish terms as “participa- 
tion”, “community” and “solidar- 
ity” would reinvent the church 
from the bottom up; and that 
other terms such as “ecumenism”, 
“tolerance” and “understanding” 
would animate a moral and 
philosophical awareness. It has 
not happened. What has hap- 
pened is a marginalisation of the 
church because it is perceived as 
both sentimental and authoritar- 
ian. It does not teach, it dog- 
matises; it does not guide, it con- 
fuses; it is no longer convincing 
nor uplifting, it has become an 
excuse to practice a faith on one’s 
own terms. 

The church has a role to play 
which. goes beyond boldness or 
prudence and which relates to 
and is supportive of individuals 
faced with problems differently 
defined from even 25 years ago. 
Contraception is no longer a 
question of personal morality but 
is a matter for Arps and the de- 
veloping world; abortion is less a 
question of life than of feminine 
dignity; euthanasia relates not so 
much to death and murder as to 
charity; fears of genetic engineer- 
ing-are not to be exploited, they 
need a church to provide objec- 
tive answers. These will not come 
from “below”; as diktats they will 
not be accepted. 
Chazemais, 
France 


J. Le CLERCQ 


Str—You do not address the main 
problem of the vast institution 
that is the Catholic church. It is a 
most un-Christlike creation. 
Though founded on the teachings 
of Jesus it has lost its origins and 
has become irrelevant and un- 
recognisable. Jesus has been 
smothered by droning liturgies, 
lavish cardinals’ robes, the hierar- 
chy surrounding the “Vicar of 
Christ” and pagan incense pots 
swinging down the aisles. If there 
was to be a second coming, Christ 
would not fit in at all. 





Greensboro, 

Georgia Epwarp Rapp 
fete hob sare EE PE RAE | 

Reflating Japan 


Sir-——You repeat two common fal- 
lacies about reflating Japan’s 
economy (“Coming out of de- 
nial”, February 3rd). First, you 
claim that bond prices will col- 
lapse if the Bank of Japan raises 
its inflation target. This is not nec- 
essarily true, and depends on the 
difference between the inflation 
target chosen and the market- 





clearing real rate of interes, 
which in a liquidity trap is alway, 
negative. An inflation target o 
say, 2%, might be too low to brir: 
about a savings-investment ba’ 
ance if Japan’s equilibrium res 
interest rate is, say, minus 2%. Th, 
result would be. a short-term ing 
terest rate that remains near zerè 
throughout the life of a long-terry 
government bond. 

Second, you claim that th 
Bank of Japan would suffer fi, 
nancial losses if it bought bond. 
whose yield subsequently rosi 
because of rising inflation expec: 
tations. This also is untrue. The 
Bank of Japan would buy bond 
yielding 1.5% with its own freshly 
minted money, which is a zero: 
coupon perpetual liability. Held, 
to maturity, this generates a sei: 
gnorage gain of 1.5% per year. 











Hatfield, PETEN 
Hertfordshire VON MAYDELÝ 
Saving the surplus 


Sır—Lexington’s objections to ta» 
cuts in America are theoretically 
sound but not practical (February, 
3rd). The reason for separating 
Washington politicians from a 
budget surplus is the same as for 
separating male and female 
school children on an overnight 
outing: there is a force of nature 
involved that does not always 
lead to rational behaviour. 

As Congress goes through a 
process of “surplus awareness” 
the excitement will be too much 
and reason will not be brought to 
bear on fiscal policy. The pro- 
blems facing Social Security and 
Medicare will not be addressed 
and a myriad of new problems 
and long-term consequences will 
be created. “Irrational exuber- 
ance” can manifest itself in fiscal 
policy as well as financial mar- 
kets. 1 suspect Alan Greenspan’s 
convoluted support of a tax cut is 
a pre-emptive strike. 

Tokyo CHRISTOPHER HELD 
EE EEE AIEE ETE, 


Nugget of information 


Sir—With Bse and the price- 
influencing European policy re- 
sponse, the Big Mac index (Janu- 
ary 13th) must have lost some of 
its edge to gauge the competitive- 
ness of the euro. Perhaps this is a 
good moment to switch to the 
Chicken McNugget index. Or 
would that be too reminiscent of 
the gold standard? 


Washington, DC Luc EVERAERT 
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Chief Executive 


THE LONDON METAL EXCHANGE 
LONDON METAL EXCHANGE London Exceptional Package 








@ Opened in 1877, The London Metal Exchange (LME) is strengths of the LME and add to its high profile in the 

the world's premier base metals Exchange with business world markets. 

growing over tenfold in the last ten years It has recently @ An individual of international stature is sought with 
de-mutualised. proven Board level capabilities which will have generated a 
@ To avail of the opportunities and meet new challenges in high level of credibility within the financial and business 

the changing technological environment the LME has communities. 

recently added screen trading to supplement its telephone © Strategically oriented and technologically attuned, the 
and open outcry market. Further changes and innovations role also demands a high level of communication skills and the 
will be introduced as required to consolidate and enhance the ability to successfully deal with an international membership 
LME’s dominant position in the global metals markets. and global client base. ae 

@ The Chief Executive will manage the day to day activities @ Additional qualities in the Chief Executive will include a 
of the LME, identify and recommend key strategic issues to sound financial and commercial background, a track record 
the Board and drive the programme of change. The new of innovation, the abiliry to manage change and also to 
Chief Executive will be expected to build on the existing develop new business opportunities. 








Please apply quoting reference 10733AA(E) with full career and salary details to: 
Julie Dennis, Whitehead Mann GKR, Queensberry House, 3 Old Burlington Street, 
London W1S 3AE, Tel: 020 7290 2172. Fax: 020 7534 0004 
Email: juliedennis@wmann.com Web-site: www.wmann.com 


Whitehead Mann GKR 






awws Vice Chancellor 
BATH University of Bath, England 








JAN 


pir 
PESAN 
g St 









The University of Bath is a leading research-based 
institution with a growing international reputation, 
whose achievements in research and teaching have 
established it in the forefront of UK universities. 


The University is committed to the highest standards of education and research, 
in furtherance of its mission to advance learning and knowledge. It has a modern 
campus just outside Bath, with excellent facilities, and has embarked on the 
development of a new campus in Swindon in Wiltshire. 


Further information on the University can be obtained from www.bath.ac.uk 


Further information on the appointment, and an application form can be obtained 
from www.kmcinternational.co.uk by e-mailing ubath@kmcinternational.co.uk or 
from kme international, 7 Old Park Lane, London W1K 10R, United Kingdom. In 
all cases, please quote reference 202/69. 


kmc international — Closing date for completed applications: 23rd March 2001. 
search & selection The University of Bath is an Equal Opportunities Employer. 
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SUFFOLK UNIVERSITY 
Dean, The Frank Sawyer School of Management 





Suffolk University invites nominations and applications for the position of Dean for the Frank Sawyer 
School of Management. 


The Dean is the chief executive officer of the School and is responsible for the faculty and programs, 
administrative staff, facilities, and budget. 


Suffolk University consists of three faculties, the Law Faculty, the Faculty of Arts and Sciences, and 
The Frank Sawyer School of Management. The Sawyer School serves over 1,000 undergraduate 
students and 1,200 graduate students and offers 56 undergraduate and graduate degree, and certificate 
programs and is one of 300 schools nationwide named in Barron’s Best Buys in College Education. 
There are more than 60 full-time faculty members, 95 percent of whom hold Ph.D. degrees, giving the 
Sawyer School of Management one of the highest faculty Ph.D. ratios in the country. The University 
has innovative programs built on scholarship and is responsive to the market demand for graduates. The 
University is incorporating new technology, including an online MBA program, to reach wider markets 
and to enhance the excellent service to their traditional student body. The University is located on 
Boston’s historic Beacon Hill as well as other locations in the Boston area and abroad. 


Qualifications: The Dean for The Frank Sawyer School of Management provides leadership to a 
diverse and innovative community that values excellence in scholarship and teaching, in a culture of 
cooperation, teamwork, transparent and fair processes of accountability and rewards, and continual 
change. It is desired that the Dean have an academic record that merits a senior tenured appointment to 
the Faculty of Management. The successful candidate will have a record of distinguished scholarship 
and administrative accomplishments; experience in personnel management and fiscal responsibilities; 
an understanding of the potential of technology to transform the delivery of management education and 
effective servicing of student needs. The successful candidate will be a dynamic person with a clear 
vision for management education and research. Preferred candidates will have an earned doctorate or 
other appropriate terminal credential. Candidates with executive level experience outside of higher 
education are welcomed. 


Nominations and Applications: For best consideration, materials should be submitted prior to March 
12, 2001. Review of applications and nominations will begin immediately and will continue until an 
appointment is made. Application materials should include a letter of application addressing how the 
candidate’s experiences match the position requirements, a curriculum vitae, and the name, title, e-mail, 
business address, and business and home telephone numbers of at least five references. Submission of 
materials as an MS Word attachment is strongly encouraged. Individuals wishing to nominate 
candidates for the position should submit a letter of nomination, including the name, position, address, 
and telephone number of the nominee. 


Nominations and applications will be considered in confidence and should be sent to: 
Dr. Jan Greenwood, Vice President 
AT Kearney, Inc., Suffolk University Dean Search 
333 John Carlyle Street, Alexandria, Virginia 22314 


greenwoodteam @atkearney.com 


Suffolk University is an Equal Opportunity/Affirmative Action Employer 
bttp://www.suffolk.edu/ 


http://www. er.suffolk.ed 
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EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies 
detailed below in the Directorate Economic Developments of its Directorate General Economics. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health 
insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


ECONOMISTS 


IN THE EURO AREA MACROECONOMIC DEVELOPMENTS DIVISION 
(Ref.: ECB/082/01/TE) 


The Directorate General — Economics of the European Central Bank (ECB) is seeking highly qualified and experienced 
economists for the Euro Area Macroeconomic Developments Division of the Directorate Economic Developments. The 
main tasks of this Division are to monitor, analyse and forecast euro area macroeconomic developments in order to 
contribute to the economic analysis required to conduct the monetary policy of the Eurosystem. 


Expertise is currently being sought in the following areas: 
* monitoring, analysis and forecasting of price and cost developments; 
* monitoring, analysis and forecasting of labour market developments. 


Successful candidates will be involved in preparing briefing material on policy-oriented issues in their area of expertise 
for the members of the Executive Board, for the Governing Council of the ECB and for senior management attending 
meetings in European and International fora, as well as contributing to publications of the ECB. Furthermore, they 
will be expected to contribute to maintaining and continuously improving the Division’s analytical framework in 
their respective areas of competence. 


° Advanced university degree in economics, together with a sound economic background in macroeconomics. A Ph.D. 
and a research and publication record would additionally be considered as assets. 

°- Appropriate analytical skills and experience in either or both of the above-mentioned areas. 

* Experience in preparing policy-related briefing and analysis of macroeconomic developments. 

* Sound knowledge of statistical and econometric techniques for analytical and policy purposes. 

* Very good command of English with proven advanced drafting ability under tight deadlines. Working knowledge 
of at least one other official Community language is required. Ability to identify and address policy issues and to 
present analytical findings in non-technical terms. 


Applications 

Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 
together with references confirming the required experience and skills and, if possible, copies of (published or unpublished) 
papers or notes written/prepared by candidates. They should be addressed, quoting the reference number, to the European 
Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later 
than 7 March 2001. Applications will be treated in the strictest confidence and will not be returned. 


This vacancy is also published on Internet: www.ecb.int. To meet the deadline, applications may be sent beforehand 
by fax to fax number +49 69/1344 - 7979 or by email to: Recruitment@ecb.int. However, this is not a substitute for 
the original, which must still be submitted by post. 
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i CRDI 


Santee de rerberches pour te 
Seceloppement inferaationst 


IDRC > 


ternational Suvetopment 7 
Research Contre 


Challenging International Positions in Research for Development 


‘The International Development Research Centre (IDRC) is á public corporation created by the Canadian Government to help societies in the developing 
world find solutions to social, economic and environmental problems through research. IDRC is one of leading institutions in the worid concerned with generating and applying new knowledge to meet the 
challenges of international development. [DRC supports research in developing countries on key problem areas and builds international networks to share and apply this knowledge. 


IDRC has presently FOUR positions fo fill in three different locations 


REGIONAL PROGRAM OFFICER - Social and Economic Equity Program 
Area, Dakar (Ref.#: RO-W20) 


IDRC is seeking a Regional Program Officer for its Social and Economic Equity Program who will 
work as a member of the Micro mpacts/Macro-economic and Adjustment Policies Program Initiative 
and with the Senior Scientific Advisor-Health to identify critical research issues in an emerging area of 
IDRC programming, namely, governance in Sub-Saharan Africa (SSA), and assist in the further 
elaboration of the Centre's current research strategy. As currently defined, the focus of the governance 
programming will be the changing relationship between states and citizens as manifested through the 
provision of heaith services, Candidates should possess a post-graduate degree in Political Science, 
Political Economy, History or Public Policy and more than five years of professional job-related 
experience in a developing country, and proven research in two of the following areas: economic, 
social and political reform with focus on reform of the health sector. managerial and leadership skills. 
This position is for a three-year term with possibility of renewal, Candidates should be fluent in 
English and French, and competency in one of the other languages of the region is desirable. 


SENIOR PROGRAM OFFICER ~ Economics, Ottawa 

(Ret.#: PR-222) 

As a member of two multi-disciplinary teams, the Senior Program Officer will identify critical research 
issues in the area of Micro Impacts of Macroeconomic and Adjustment Policies and Trade, Employment 
and Competitiveness Program initiatives (Pl) and assist in the elaboration of Pls’ current research 
strategy. The incumbent will develop, monitor, manage, and evaluate research projects, and liaise 
with program colleagues in Ottawa and abroad. Candidates should have a postgraduate degree in 
Ecanomics, eight years of professional job-related experience with background in research 
management, and leadership skills, and possess professional knowledge in one or more of the 
following areas: international trade, public finance, labour economics, industrial economics, international 
finance, development economics. This position is for a three-year term with possibility of renewal, 
Candidates should be fluent in English and French. Spanish is highly desirable. 


REGIONAL PROGRAM OFFICER - Economics, Nairobi (Ret.#: RO-E06) 


IDRC is looking for a Regional Program Officer for the Social and Economic Equity Program Area. 
He/she will work as a member of the Trade, Employment and Competitiveness Program initiative, 
principally developing and monitoring its activities in Eastern and Southern Africa, but also participating 
in the global activities of this program. He/she will support the Centre's work in the region on SME 
development and employment issues, or on the interaction between macroeconomic and adjustment 
policies and poverty outcomes. He/she wili develop, manage and evaluate projects through mufi- 
disciplinary collaboration within the Centre. Candidates should have a post-graduate degree in 
Economics or international Economic Relations and possess a minimum of five years of professional 
job-related experience in a developing country, and possess professional knowledge in one or more 
of the following areas: international trade, international finance, public finance, labour economics, 
industrial economics, socio-economic survey techniques, poverty and equity. This position is a two- 
year contract. Candidates must be fluent in English and have a working knowledge of French. 
Competency in‘one of the other languages of the region is desirable. 


SENIOR PROGRAM OFFICER - Peacebuilding and Reconstruction 
Program Initiative, Ottawa (Ref.#: PR-915) 

The Senior Program Officer will be responsible for identifying, developing, managing, and evaluating 
projects. He/she will provide professional expertise in one or more topics of research and provide 
back-up.support to regional staff. Candidates should possess a post-graduate degree, or equivalent, 
in a relevant social science field, demonstrated research interest in the intersection between security 
and development studies, or political economy of peacebuilding and a minimum of five years of job- 
related experience especially in a developing country: the Middle East, Southern Africa and Central 
America. Candidates should be ready to travel extensively internationally and be familiar with 
international and Canadian donor agency, governmental and NGO programs and activities in 
peacebuilding and reconstruction. This position is for a three-year term with possibility of renewal. 
Candidates should be fluent in English and French. Knowledge of Spanish or Portuguese or Arabic 
is desirable. 


Candidates can find out more about IDRC on its website and access the complete job descriptions (http/ww.idre.ca}. Resumés should be sent to Competition IDRC quoting the reference number, either 
by mail to Human Resources, IDRC, P.O. Box 8500, Ottawa, Ontario K1G 3H9, Canada, by fax to (613) 238-7230 or by e-mail to competitions@idrc.ca_no later than March 2, 2001, 


We thank ali applicants for their interest and will contact those candidates whose skills and experience best match the requirements of the positions. 
IDRC IS COMMITTED TO EMPLOYMENT EQUITY. 


SENIOR ECONOMIST/SOCIAL SCIENTIST 


Higher Education and Evaluation - Department for 
Education and Employment (DfEE) 





DfEE is looking for a Senior Economist, or other appropriately 
qualified social scientist, to lead the Department's analytical 
work in Higher Education. You would also support the Chief 
Economist in developing the capacity of the Department to 
appraise and evaluate its policies. 

You will be closely involved in the exciting process of 
developing policy on Higher Education, working with ministers 
and other senior officials. Your key role will be to make 
evidence and analysis count in policy making. You will need to 
identify where analytical work can “make a difference” and will 
have the ability to drive work through to meet objectives. You 
will manage a high quality team of 35 analysts. 

You will have an impressive track record in public or private 
sector, in consulting or academia. An excellent micro 
economist with a strong policy focus, or other social scientist 
with expertise in research, evaluation and appraisal, you will 
also need to demonstrate your ability to take on a senior 
managerial role. The flexibility to be able to apply your skills to 
other areas requiring analytical input will also be important. 


© 
INVESTOR IN PEOPLE 


$ 
PR i 
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DfEE is an equal opportunities employer. 
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Salary up to £65,000 (more may be available for an exceptional candidate) « London 


This is not a reserved post and is therefore open to British 
Nationals, Commonwealth citizens and European Economic 
Area nationals. Very exceptionally, someone outside the 
groups listed may be considered for an appointment in the 
non-reserved category for up to 5 years. 


Further information and how to apply 
For further information and an application form, please send 
your name, address and day time phone number, quoting 
vacancy reference ‘SECON,’ to Paul Agutu in the Senior Civil 
Service Unit, DfEE, Room 306, Caxton House, 6-12 Tothill 
Street, London SW1H 9NA. 

Alternatively, email him at scs.unit@dfee.gov.uk or telephone 
020 7273 5788 (24 hour answerphone). you have any 
queries please telephone 020 7273 5789. 

Please note: The information pack is not available 
electronically. 

The closing date for receipt 

of applications is 3 March 2001. 





Department for 
Education and Employment 
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HELP SHAPE JERSEY'S ECONOMY 
FOR THE FUTURE 


S = Jersey Competition Regulatory Authority 
tates Sr This is a new body with important statutory powers. Its essential role ~ akin to that of similar authorities in 


Ps : the UK - will be to promote, as an independent regulatory body, competition and pursue the interests of 
O J eT Sey consumers initially through the progressive liberalisation of the Island's telecommunications sector and 
licensing of the Island's core postal services. Extension of independent regulation to the other utilities will 
follow, coupled with the development of a generic competition policy for the Island. The intention is for the 
JCRA to develop into a fully-fledged competition and independent regulatory authority. 


We are now. seeking to make two key appointments to the Authority (Chair and Executive Director) and an 
equally critical appointment to the States of Jersey's Department for Economic & Commercial Development 
(Competition Policy Adviser). All three positions are offered on three year contracts, and will provide very 
considerable opportunities for professional and personal fulfillment. The Executive Director's and Competition 
Advisor's positions will attract ‘essential employee’ status for housing purposes and could be of interest to 
candidates ‘on loan’ from their existing employment. Jersey has a maximum rate of income tax of 20%. 


Chairman - JCRA 
Part-time negotiable 


Responsible for ensuring the independence and integrity of the new Authority, you will need a good 

understanding of competition policy probably gained in a senior position as an economist, a lawyer, an 

academic or a senior civil servant. Particular experience of utilities regulation would be an advantage. Fully 

aware of the sensitivities involved in operating in a politica! environment, you should have the necessary 

stature to promote the work of the Authority to a wide audience, safeguard its independence and defend its 

decisions both cogently and persuasively. The importance of this appointment is such that it will formally be 
® made by the States itself. Ref: B5415 


Executive Director - JCRA 
c.£50,000 


With a pivotal role to play in getting the new Authority off the ground, you will need sound managerial and 
administrative abilities, as well as an informed and principled approach to competition and regulatory issues, 
and the resilience to defend the Authority's policy position and independence in public and private. Such 
experience may well have been gained within one of the UK regulatory bodies. This is a full-time 
appointment. Ref: B5416 


Competition Policy Adviser 
c.£50,000 


Part of a small team within the Department of Economic and Commercial Development, you will be expected 
to lead the development of policy relating to competition and regulation. You will act as the key interface 
between the Department and the new Authority, working with other senior colleagues, as well as leading 
politicians, on the management of economic policy and liaising closely with specialist economics consultants 
who support the Department's work. Of graduate calibre, or equivalent, we are ideally looking for mid-career 
candidates who have experience and knowledge of the independent regulatory and policy world gained in 
either the public or private sectors. Your ability to make a positive contribution within a flexible policy 
making environment should be matched by a keen appreciation of the political perspective. This is a full-time 
appointment. Ref: B5418 





For all the above posts, further details can be obtained from Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB. Telephone: 01325 745170 (24 hours}, or fax: 01256 383787. Internet: 
www.rasnet.co.uk Please quote the appropriate reference. Closing date for applications: 1st March 2001. 

If you have particular enquiries about the appointments process then please speak to our retained consultant 
- Rosemary Bramble, on 01256 383625. 


CAPITA RAS 
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Appointment of Vice-Chancellor 


The University of Northumbria is recognised as the leading post-1992 university. With 22,000 students in higher education located on four 
campuses, Northumbria’s income exceeds £100 million. The requirement is to appoint a Vice-Chancellor from September, 2001. 


Northumbria seeks an outstanding leader with strategic vision and a proven track record of personal achievement, in running large, 
complex enterprises, ideally in higher education, Building on a record of widening access to higher education, whilst maintaining excellent 
quality, Northumbria is ambitious for the future. Successful candidates must have the stature, presence and management style to lead 
Northumbria in a fast-changing, global educational and business environment and to be able to inspire, amongst other things, the creative 
generation of new and additional sources of income, in support of the University’s academic objectives. Possessing excellent internal and 
external communication skills, he/she must be an effective ambassador for the University, regionally, nationally and internationally. 


This is a highly challenging position for exceptional candidates who possess the determination and commitment to lead Northumbria, 
building upon an existing dynamic culture of excellence and enterprise and taking the University forward to new dimensions of success. 


Requests for further information, and subsequently applications, in the form of a comprehensive CV and covering letter 
including remuneration details, should be made to: Claire Lane, Heidrick & Struggles, 100 Piccadilly, London WLV 9FN. 


Fax: 0207 491 5991 Email: lac@h-s.com. 


Closing date for applications is: Friday 16 March 2001. 








vaiveneirr A HEIDRICK & STRUGGLES 
NORTHUMBRIA at NEWCASTLE ve. wits Bket ns 








@ United Nations Environment Programme 
Tyeld banded pal aly ROMER 
PROOBAMME CEG NATIONS UNIES POUR ENVIRONNEMENT - PAOGRAMA DE LAS NACIONES UNIDAS PARA EL MEDIC: AMMENTE 
UNEP PPO PAAA OPT AHADNI OB DEAKHEHHiIx HALIGA TID ORPYCNOMUEA CPE DE 


GLOBAL ENVIRONMENT FACILITY COORDINATION OFFICE (GEF) 


{1) Scientific Coordinator, (L-6) NA-01-05 Geneva 

(2) Programme Officer (Asia/Pacific), (L-4) NA-01-03 Geneva 

(3) Programme Offices, (Latin America and the Caribbean}, 
(L-4) NA-01-04 Geneva 

(4) Programme Officer (Africa), (L-4) NA-O1-02 Nairobi 

(5) Programme Management Officer (Fund Management), 
iL-3) NA-01-06 Geneva 


TITLE/ LEVEL/VACANCY 
ANNOUNCEMENT 
NUMBER/ 

DUTY STATION: 


DURATION OF PROJECT: Three and a half years 
DEADLINE FOR APPLICATIONS: 28 February 2001 


The United Nations Environment Programme (UNEP) is seeking to recruit a team of 5 
highly qualified and dedicated professionals for the implementation of a Biosafety Project 
financed by the Global Environment Facility aimed at assisting 100 eligible countries to 
prepare for the entry into force of the Cartagena Protocol on Biosafety, The project will 
entail providing assistance to governments to develop their National Biosafety Frameworks 
as well as promoting regional and sub-regional cooperation. 


The team, co-located between Nairobi and Geneva comprises a Scientific Coordinator at 
L-6 and three Programme Officers at L-4 for Africa, Asia/Pacific, and for Latin America and 


the Caribbean Regions and a Programme Management Officer (Fund Management) at L-3. 


An internationally competitive salary and benefits at standard UN rates will be offered. 


For more information visit the UNEP's web page at http\\www.unep.org 
or e-mail: gefinfo@unep.org 


Interested applicants are requested to send detailed CV before 20 February 2001 to the 
Chief of Classification and Recruitment Section, Human Resources Management Services, 
United Nations Office at Nairobi (UNON), P 0 Box 67578, Nairobi, Kenya. Fax: (254) 2 
524212/624 


IN ALL CORRESPONDENCEANQUIRIES PLEASE QUOTE THE RELEVANT VACANCY 
ANNOUNCEMENT NUMBER. 


14 





The international Food and Agribusiness Management Association, 
IAMA, is a Worldwide Educational Forum which brings industry 
teaders from all segments of the global food chain together with 
the teaching and research faculties of over 100 universities and 
government policy makers. Through an annual World Food and 
Agribusiness Forum, publications, and professional networks, 
IAMA fosters the discussion and examination of the critical ideas 
and technologies needed to create a highly productive and 
efficient food system that is responsive to the needs of consumers 
across the globe. To substantially expand its contribution to those 
goals, IAMA is seeking to fill the position of Executive Director 
(chief administrative officer), with the responsibility for directing 
all program and administrative activities of IAMA. 


Principal functions of the Executive Director include: 

bd Engage the Board and membership in establishing and implementing policy; 

e Active pursuit of membership growth and fund-raising to support IAMA programs; 
e Develop and produce the annual [AMA global educational forum; 
e 


Expand the global reach of IAMA through active networking with related organizations and 
businesses. 


Requirements/Qualifications: The Executive Director will bring significant experience (minimum 

of 10 years) at the senior executive level of industry, academia, or government, providing 

established networks and knowledge of the global agribusiness and food industry, 

bd Demonstrated excellence in leadership skills, knowledge, and experience working with 
business executives, university faculty, researchers, and government officials; 


Knowledge of the globai food system and an appreciation for many different cultures; 
Ability to recruit new members and motivate current members in achieving IAMA goals; 


Strong positive approach to expanding corporate membership and sponsorships through 
demonstrating the value of a global professional, membership based organization; 


Compensation Package: $100,000 to $135,000 USD commensurate with experience plus health 
and retirement benefits. The IAMA Business Office is located at Texas A&M University, College 
Station, Texas, U.S.A. The Executive Director may choose to locate at this office or to work from 
another location, subject to the approval of the Board. 


Contact and Application: Application deadline is March 3, 2001. Interested individuals should 
send a letter of application (2 page) along with a résumé. The letter should state clearly the 
applicant's qualifications, and brief statement of philosophy or approach to the Executive 
Directos’s role of IAMA. The letter and résumé should be in MS Word ot WordPerfect format and 
submitted electronically to the attention of Russell Garrett at iama@tamu.edu. 
<http-/Avww.ifama.org> 
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i 
WIVAMSRPLNARY 
INSTITUTE 


The Internet Interdisciplinary Institute is an innovative centre of 
the Universitat Oberta de Catalunya (UOC) - Barcelona, Spain - 
(world leader in virtual distance learning) that aims to foster 
research projects related to the effects, applications and usage 
of the new technologies in today’s society. 





Reporting directly to the President, will develop the strategy of the institute 
in collaboration with the rest of the Management Team. Will impulse the 
relations among external companies and public institutions in order to 
promote research projects. Responsible for the attraction, creation and 
motivation of multi-disciplinary and trans-national research groups. 


Suitable candidates will hoid a PhD and be focused on areas related to 
the Institute’s activities. Must have proven experience in the development 
and execution of research projects, applied to the academic and/or 
corporate fields. Must be knowledgeable and familiar with new 
technologies, the Internet and their effects on today's society. Motivated 
by the new economy and its capabilities to excel. Fluent in Spanish and 
English. Excellent leadership, management and communication skills. 


Applicants please send CV and Cover letter to: 
EUROMANAGER 
P* de Gracia, 85 7* planta - 08008 Barcelona (SPAIN) search@euromanager.es 
(Reference: R&D Manager - UOC) 


INTERNATIONAL FINANCE CORPORATION 
A Member of the World Bank Group 


INVESTMENT OFFICERS 
IT INDUSTRY EXPERTS 


Global Information & Communication Technologies (ICT) Department 
Internet Unit 











The Global ICT Department provides policy advice and invests in 
telecommunications, technology, and Internet projects in emerging 
markets. We are seeking professionals with a minimum of 5 years’ 
experience in venture capital, private equity, or technology (ideally 
from a venture capital firm, corporate venture unit, or a technology 


firm). A Graduate degree is required. Washington, DC location. 


Please review details at www. ifc.org/careers under 





“Vacancies” and apply on-line. Vacancy number ICT2001. 


EOE, M/F/D/V 
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United Nations Educational, Scientific and Cultural Organization 


UNESCO is seeking qualified candidates for the following 
positions in the Internal Oversight Service 
at its Headquarters, Paris, France 





The successful candidate will display leadership in promoting new concepts and 
approaches to evaluation by: 


. strengthening the methodology to be applied in evaluations 
throughout UNESCO; 

. overseeing the implementation of evaluation recommendations and 
the application of lessons learned; 


. leading thematic evaluations: 

. developing methodologies for auditors to apply when assessing 
programme outcomes; 

. developing and monitoring performance measures, 


Qualifications and experience required 

Advanced university degree with well proven experience in applying evaluation 
principles and practices with a particular emphasis on developing and monitoring 
performance measures. 





The successful candidate will display considerable initiative and team leadership 
skills in: 


. developing audit strategies and plans, applying the latest risk 
assessment techniques, 

. conducting audits to assess the control environment throughout 
UNESCO, in Headquarters and globally; 


. undertaking investigatory work; 
. developing self-assessment techniques for management to apply; 
. supervising and reviewing the work of team members. 


Qualifications and experience required 

Advanced university degree or equivalent. Strong track record in auditing with 
internationally recognised accountancy qualification or internal audit certification 
preferred. 





The successful candidate will draw on considerable information system (IS) audit 
experience fo: 


. develop strategies and plans for the audit of IS systems throughout 
UNESCO; 

. identify risks associated with IS systems, and develop practical 
recommendations to manage those risks; 

. advise management on the feasibility, costs and benefits of changes 





needed to work processes before IS systems are introduced, 
. team lead IS audits. 


Qualifications and experience required 

Advanced university degree or equivalent, CISA qualification preferred. Proven 
track record in auditing IS systems (SAP preferred). Keen understanding of IS 
audit standards, security and control practici 


Applications from qualified women candidates are encouraged, as are 
applications from under- or non-represented Member States. 
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: FOCUL IS : 


INTERNATIONAL 





ENSTITUTE FOR 
DEMOCRACY ARD 
ELECTORAL 
ASSISTANCE 






International IDEA (The International Institute for Democracy and 
Electoral Assistance) promotes and advances sustainable democracy 
and strives to improve and consolidate electoral practices world 
wide. International IDEA is an intergovernmental organisation 

_ founded in 1995 with 19 member states and 5 international NGOs as 
associate members. Independent of specific national interests, 
International IDEA provides a forum for interaction and experience 
sharing among a wide variety of global actors involved in democracy 
promotion. International IDEA is based in Stockholm, Sweden, and 
currently employs 65 staff from 30 countries. Due to expected 
growth, applications are now sought for the following position: 








Deputy Secretary-General 


Duties and Responsibilities 


Under the. overall authority of the Secretary-General the Deputy 
Secretary-General (DSG) shall: 











“ Assume the operational leadership within the Institute, and be 
responsible for all operational aspects of its work with particular 
attention given to: 

- Institutional programme planning and monitoring with a view 
to ensuring integrated programme planning and co-ordinated 
programme implementation; 

- Financial management co-ordination; 

- Human resource planning and management; 

- Development of appropriate management information systems. 

* Play a key co-ordination role in the Management Committee 
(MC), particularly in its development and maintenance as a self- 
managed, decision-making body providing regular and timely 
operational guidance throughout the organisation 

* Actas a main policy adviser, together with other members of the 
MC, to the Secretary-General, on strategic matters for the Institute 

* Assume supervisory responsibilities for all operational staff of 

the Institute, including programme and support division directors 

















Qualifications and skills 









Proven management and team-building skills 

Strong communication and presentation skills, written and spoken 

Extensive experience in managerial positions in an inter- 

national/intergovernmental organisation or a governmental 

organisation that deals with international affairs 

“ Ability to operate effectively in a multi-cultural environment, be 
gender-sensitive 

% Advanced university degree in international relations, political 
science, law or related fields 

Fluency in English, any other languages an advantage 


oe $ 
















Visit our web site: http://www.idea.int for the full job details. 
Copies of Vacancy Notice 01/05 may be obtained from Ms Kristiansen 
Telephone +46 8 6983725, Fax +46 8 20 24 22, 
applications may be addressed to m.boudard @ idea. int 
or IDEA 103 34 Stockholm, Sweden. 


Deadline 15 March 2001 









































Falkland Islands Government 


Economic Adviser c£50,000 + 25% gratuity 


(two year contract) 


The Falkland Islands is an Overseas Territory of the United Kingdom, self- 
sufficient in all government services other than defence. GNP is around £55 
million, with a population of 2600, Principal industries are the offshore fishery. 
and wool, with future potential in tourism and in minerals exploration. The 
fishery nets government around £25 million pa, and offers scope for 
considerable development. Agriculture earns around £2.4m pa but is heavily 
subsidised, and is undergoing diversification. Economic development initiatives 
are promoted by a Falkland Islands Development Corporation. 


The Economic Adviser reports directly to the government's Chief Executive, as 
the senior economist. He or she gives “macroeconomic” advice, but will be 
particularly involved in assessing and guiding economic change in the principal 
industries. For this reason, we are keen to recruit a senior economist with 
successful experience ideally in fishery, or our other businesses, as well as 
having some public sector experience. Postgraduate qualifications would be 
advantageous. 





The post is for two years in the first instance. Benefits include a world class 
environment, relocation and education grants, flights home and favourable tax 
rates, and a 25% terminal gratuity. 


Further details from Falklands Islands Government Office, 14 Broadway, 
London, Tel: 020 7222 2542, Fax: 020 7222 2375, email recruitment@tigo.u- 
net.com. To discuss the job, emai! or telephone the Chief Executive, Michael 
Blanch mblanch @sec.gov.fk, Tel: (500) 27110. 


Closing date for all these applications is Manday 12 March 2001. 
Interviews will be held in London after Easter. 


Department of 
T Education, 
Victoria Employment and Training 


State Government 


DIRECTOR 
VICTORIAN QUALIFICATIONS AUTHORITY 


The State Government has announced a revamping of Victoria's public 
education and training authorities which includes the establishment of a new 
Victorian Qualifications Authority, (Victoria, a state in Australia). 


The Director of the Victorian Qualifications Authority will manage and provide 
strategic direction to the Office of the Authority to facilitate the achievement of 
its objectives. 


The objectives of the VQA are to: 


develop and monitor standards for education and training after year 10 
ensure and support appropriate linkages between qualifications, and 
facilitate procedures to make it easier for people to re-enter education and 
training and to acquire qualifications throughout their lives. 


The Director will be required to provide authoritative and timely advice and 
report to the Minister on post compulsory education and training courses and 
qualifications. The Director will possess a genuine ability to manage people in 
an educational context and a proven capacity to liaise effectively with senior 
management, heads of related authorities within the portfolio and of educational 
institutions (at a state, national and international level), and members of the 
education and training and business communities. 


Normal State Government Executive contract arrangements would apply. It 
would be a requirement for the successful applicant to sign an employment 
contract for a period of up to five years. 





Further enquiries should be referred to Kathy Townsend on (613) 9639 5966. 


Written applications should be lodged by Friday 9 March 2001 with Kathleen 
‘Townsend Executive Solutions, Level 12, 30 Collins Street, Melbourne, 3000, Australia. 
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information & CommunicationTechnology Experts — 
Worldwide 


PRICEWATERHOUSE(GOPERS 


EXECUTIVE SEARCH & SELECTION 







Deloitte Touche Tohmatsu is one of the world’s leading professional services firms. 
delivering world-class assurance and advisory, tax, and consulting services. More than 
92,000 people in over 130 countries serve nearly one-fifth of the world’s largest companies 
as well as large national enterprises, public institutions, governments, and successful fast- 
growing companies. 

























Direct EQUITY INVESTMENT SPECIALIST: 


Deloitte Emerging Markets, the specialized development consulting arm of Deloitte 
Touche Tohmatsu, seeks experienced professionals for long and short-term opportunities 
on technical assistance projects to develop national Information and Communication 
Technology (ICT) strategies in emerging economies. These projects will address the 
technical, institutional, legal and regulatory, human resource, and infrastructure obstacles to 
greater adoption and diffusion of ICT. in particular, we are seeking seasoned professionals 
in the following areas: 


ATTRACTIVE 


Our client, a major Private Equity Fund covering selected countries in the 
Middie East, Africa and Asia, is seeking direct equity investment 
specialists to augment its existing team at its Middle East headquarters, 
The successful candidates will be responsible for identifying direct equity 
opportunities, structuring and negotiating transactions, and monitoring 
and realising investments. 
Applicants, who must have an MBA or an equivalent qualification, 
should possess 5 to 10 years’ experience in direct equity investment. 
Experience of privatisations and investments in the energy, 
telecommunications or transportation sectors would be an advantage. 
Attractive tax-free salary and bonuses will be offered to the right candidate. 
To apply, please send full personal and career details to our advising 
consultants at PricewaterhouseCoopers, quoting reference 4104. Your 
application will be forwarded to this client only. Please indicate any 
companies to which your details should not be sent. 
Mary McGovern, PricewaterhouseCoopers, 

Executive Search & Selection, Plumtree Court, London EC4A 4HT, UK 

Email: mary.c.mcgovern@uk,pweglobal.com Fax: +44 20 7213 5545 


* Legal and Regulatory Experts in telecommunications, e-commerce, information 
technology, and trade and investment in ICT products and services. 


* Policy Experts in trade and investment and development of ICT industries 


« eCommerce and e-Government Specialists in public sector modernization and 
electronic financial/paymment sarvices. 


« Smali Medium Enterprise (SME) Development Specialists in the creation of start-up 
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One of you, please 





phn speaking is not one of Megawati Su- 
karnoputri’s strong points. So when Indo- 
nesia’s vice-president this month said her 
country had never been in a worse state since 
its foundation 56 years ago, her words carried 
quite a punch. But, as usual, Miss Megawati 
was not as clear as she might have been. That 
she spoke out at all was an implicit criticism 
of the president, Abdurrahman Wahid, and 
carried the hint that she might be ready to re- 
place him, just 16 months into his five-year 
term. But such nods and winks serve only to 
heighten instability. It would be better if Miss 
Megawati made an open bid for power, or, 
failing that, threw her support wholeheart- 
edly behind the president. 

Her lament was an exaggeration: Indonesia, sadly, has 
been through worse than this before, both during the slaugh- 
ter that accompanied the rise to power of ex-President Su- 
harto in 1965-66 and in the bloodshed and economic collapse 
that precipitated his downfall over 30 years later. But Miss 
Megawati was right that her country is in a mess (see page 25). 
The economy has never fully recovered from the whirlwind 
of 1997-98. Political uncertainty deters foreign investors, while 
the ımr and aid donors are exasperated by the slow progress 
of reforms that have been promised and, worse, the attempts 
to reverse some, such as the new independence of the central 
bank, that have actually been achieved. 

Mr Wahid, who has suffered two strokes and is nearly 
blind, now faces a drawn-out process of impeachment for al- 
leged corruption. Demonstrations for and against him have 
turned violent. He has flirted with declaring some sort of 
martial law, but his promises to bring to justice those guilty of 
plundering the nation during the Suharto years have proved 
largely empty: witness the failure of the police to arrest Mr Su- 
harto’s son, Tommy—hardly a shrinking violet or master of 
disguise. Separatist pressures mount at either end of the huge 
archipelago, in Aceh to the west, and Irian Jaya to the east, 
while communal killings disfigure the Moluccas. 

All of this matters far beyond Indonesia’s borders. With its 
210m people, its troubles cast a shadow over the whole region. 
Its neighbours treat it indulgently out of fear not so much of 
its strength but of its weakness, and of the spectres that 
evokes: in the short term, economic stagnation; in the long 
term, waves of refugees, pirate-infested seas and a power 
vacuum to be filled by competitors such as China. 

Is this the president's fault? Yes, partly. Many, including 
this newspaper, gave a cautious cheer when Mr Wahid took 
office. His record as a Muslim leader known for his tolerance, 
and for his long-standing, if often bewildering, commitment 
to democracy, suggested he might, however improbably, 
make a success of the job. In fact, he has done some good. His 
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government has tried to reduce discrimination 
against the Chinese minority, for example, and 
has at least tried to talk to separatists. But too 
many of his policies have been vague. When 
they have been clear, they have soon changed, 
or, as with the sensible-seeming efforts to give 
greater autonomy to the provinces, they have 
been botched. Moreover, the style that suited 
Mr Wahid when he was the dissident leader of 
a non-governmental organisation does not 
work now that he is president. His jokey way 
of shrugging off trouble once seemed charm- 
ing. It has become a refusal to face criticism, 
punctuated by ill-tempered bouts of ineffec- 
tual authoritarianism. 

Mr Wahid’s popular support stems from his former lead- 
ership of Nahdlatul Ulama (Nu), a Muslim social organisation 
with more than 30m members, founded by his grandfather. 
He used to acknowledge that this gave him a kind of feudal 
power that, he said, he could use to foster democracy. It can 
no longer be taken for granted that his democratic instincts lie 
deeper than the feudal ones. Unfortunately, exactly the same 
could be said of Miss Megawati, whose prominence originally 
stems from the reverence felt for her father, Sukarno, Indone- 
sia’s first president. Too often in recent years Miss Megawati 
has appeared aloof from the rough-and-tumble of demo- 
cratic politics, as if, like a queen, she could simply wait for the 
mantle of power to alight on her shoulders. This, her sup- 
porters would say, is the way things are done in Java. 


Megawati’s mini-voltage 


But not in a democracy. Miss Megawati does have one strong 
claim to the presidency: her party won more votes than any 
other in the parliamentary elections in 1999. She was then 
outmanoeuvred by Mr Wahid in the electoral college that 
chose the president. She still has, in theory, a better chance 
than Mr Wahid of leading a cohesive parliamentary coalition, 
and enjoys broad popular support. More worryingly, the 
army, too, would probably prefer her to Mr Wahid. Its back- 
ing might bring stronger government, but also increasingly 
restive regions. It would be a mistake to try to bind together 
the nation her father founded by military might alone. 

In the event, a Megawati presidency might turn out all 
right. It is not a prospect, however, until the impeachment 
uncertainty is over—unless Mr Wahid should resign. He may 
in fact still be able to redeem himself, if he calls off the Nu’s 
street-fighting elements, admits that he himself is not above 
the law, and appeals to Miss Megawati for her support, as a 
nationalist icon. That remains the best hope. It is certainly far 
better than a long power-struggle, played out not just in par- 
liament and the presidential palace, but on the streets. 


m 
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Science and profit 


When research is driven by profit, the result is often 
more and better science 


NCE upon a time, pure and applied science were the 
same. Sir Humphry Davy discovered seven chemical ele- 
ments, and invented the miner’s safety lamp. Louis Pasteur 
investigated the properties of molecules, and worked out 
how to stop milk spoiling. Everybody thought that was ad- 
mirable. Somehow, things have changed. Today the feeling is 
widespread that science and commerce should not—must 
not—mix. There is a queasy suspicion that the process of dis- 
covery is in some way corrupted if it is driven by profit. 
This week saw two things that reflect this suspicion, 
which for many people is hardening into unshakeable con- 
viction. One was the unease that greeted publication of the 
sequence of the human genome (see pages 83-85). The other 
was a report by Oxfam, a British charity, on the plight of peo- 
ple in the third world, too poor to buy the western medicines 
they need to stay healthy. The cases may seem unconnected, 
but they are not. The underlying issue is the same, and goes to 
the heart of the debate over science and profit: what are the 
terms on which scientific knowledge can be owned? 


Performance bonus 


In the case of the genome, two groups have been in con- 
tention: one funded mainly by taxpayers, dedicated to the 
public good; the other funded privately, dedicated to the pur- 
suit of profit. The race was acrimonious—with one side charg- 
ing that the genome is the heritage of mankind, and the other 
seeking to establish commercial rights over it. The Oxfam re- 
port thumps away in more traditional style, denouncing 
western capitalism and complaining that drug companies 
concentrate on treatments for rich-world diseases, leaving the 
poor to fend for themselves, and that they keep their prices 
too high. In both cases, it is alleged, the ignoble search for pro- 
fit distorts and corrupts. 

These accusations are ill-conceived. Needless to say, not 
all science should be, or can be, driven by profit. Some fields 
of research are done to satisfy man’s spiritual, rather than 
material, appetites. They seek answers to the sorts of “how 
did we get here?” questions which earlier generations con- 
fronted with religion. Another kind of knowledge may be 
useful and practical, yet too diffuse to be owned. This consti- 
tutes what economists call a pure public good. Pure public 
goods, when costly to produce, are nowadays funded by tax- 
payers and provided by governments—because, for the most 
part, they have to be. That leaves the rest: a fabulous vista of 
scientific, and commercial, opportunity. 

The problem with the genome is that when it moved from 
the second category to the third, it took the scientists in the 
public project by surprise. The founders of Celera Genomics 
found a way to profit from the genome—or, to be more accu- 
rate, from carefully annotated and ingeniously packaged de- 
scriptions of bits of it, which drug companies are happy to 
buy (see page 70). As a result, they got a move on. They did 
their work faster and in some ways better than their public- 
sector rivals—who would probably still be plodding towards 
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their goal had they not had the spur of competition. The pub- 

lic researchers complain that Celera drew on public knowl- 

edge in order to advance their private goals. So it did—that isi 
what public knowledge is for. 

However, the genome remains a common heritage. Cel- 
era’s activities do not stop other people using that public 
knowledge—and even packaging it for sale in other ways thana 
those done by the firm. Genomes are not inventions and can- 
not be patented. Celera has no proprietary rights over the hu- 
man genome per se, just over its version of that genome. In 
short, Celera’s pursuit of profit has been good for science, and 
for man. 

Difficult technical questions about the design of patents 
for particular genes (which are allowed) still need to be re- 
solved. Any company seeking to assert ownership of scientific 
knowledge needs to be held to the traditional tests: advances 
should be original, non-obvious and useful. This standard has 
not always been rigorously applied. But none of this alters the 
basic fact that, in genome research, science and profit have 
mixed very productively. 

The question of third-world drugs is undeniably more 
vexed—but impugning the profit motive is a fatuously inade- 
quate answer. If not for the lure of profit, the drugs that Ox- 
fam wants sent to developing countries would not exist in the 
first place. Now that the drugs have been developed, it is of- 
ten argued, the cost of manufacture is, in most cases, much 
lower than the price charged. This is gouging, the indictment 
goes on: drug companies could make money even if they sold 
the drugs much more cheaply. Again, because of profit, the 
benefits of science are being withheld. 

Nonsense. Developing drugs is expensive. If companies 
are to keep trying, they must expect to make enough profit to 
meet the cost of developing not only the drugs that work, but 
also the ones that do not. Consider another point. Presum- 
ably, as good profit-maximisers, firms would be willing to in- 
crease their sales in the third world, even at knock-down 
prices, if they could maintain their profits in the West. They 
suspect, with reason, that demands would soon arise for 
prices to be cut there too; “grey” re-importing would increase, 
as well. These concerns deserve to be taken seriously. 

The case for much more generous provision of life-saving 
drugs to the developing countries is irresistible both morally 
and as a matter of economics. But it is naive, wrong and in the 
long run counter-productive, to expect the cost of this aid to 
be met out of drug-company profits. Instead, rich-world tax- 
payers should pay. It would be much better to spend aid 
money on drugs for developing countries than it is to waste it 
in the usual ways. 

Far from compromising science, profit in both these 
cases—the development of new medicines and the elucida- 
tion of the genome—has animated it, and directed it towards 
meeting pressing human needs. It is a happy marriage. Davy 
and Pasteur would surely have approved. 
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Educating Tony Blair 


The Labour government is doing the right thing with Britain’s schools, 


but dare not say so 


ONFRONTATION is not Tony Blair’s style. When he is 

doing something genuinely radical, he prefers to pretend 
that he is not. But nobody should be fooled by his attempts to 
obscure the implications of the educational reforms pub- 
lished this week. He is doing something difficult and impor- 
tant, and deserves the credit for it. 

So far, Labour’s record on education has been reasonably 
good. By sticking to most of the previous Conservative gov- 
ernments’ standards-raising agenda, Labour can claim that 
many of its reforms have contributed to a continuing rise in 
educational attainment. The targets for numeracy and literacy 
will be met ahead of schedule. Class sizes in primary schools 
have fallen. Gcse and A-level results have improved. Yet these 
improvements come from a low base. By international stan- 
dards, British children are still embarrassingly badly edu- 
cated, especially between the ages of 11 and 16. That is why 
the government is now addressing the difficult question—the 
structure of the secondary system. 

More than 30 years ago, the Labour Party set about abol- 
ishing Britain’s selective education system and replacing it 
with a comprehensive one. The party is still wedded to the 
comprehensive system. The middle classes, who used to get 
good state education for their brighter children, increasingly 
think it a disaster. Their votes were crucial in winning Mr 
Blair such a large majority in 1997, and he wants to keep them 
for this year’s poll—but without alienating his party. 

The prime minister’s spokesman, Alastair Campbell, 
whose language is less emollient than the prime minister’s, 
encapsulated the essence of the reforms outlined in this 
week’s Green Paper in his usual elegant style: the era of the 
“bog-standard comprehensive is over’, he said. The gov- 
ernment plans to dismantle the “one-size-fits-all” compre- 
hensive system by increasing the number of “specialist” 
schools from the present 536 to 1,500—almost half of the sec- 
ondary schools in England and Wales. Specialist schools can 
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attract increased state funding by choosing 10% of pupils on 
the basis of their “aptitude” for a special subject area such as 
languages or engineering. Labour also wants to see voluntary 
organisations, businesses and churches take over the running 
of more schools to give them a distinctive ethos. 


Say it, Tony 

For “chosen by aptitude” read “selected for ability”. Selection 
is the word that dare not speak its name in Labour circles. It 
does not make an appearance in the Green Paper. Mr Blair re- 
fuses to espouse it: in an article in the Times he criticises “rigid 
selection” of the sort practised in the days before comprehen- 
sives, and does not go on to explain what he thinks of flexible 
selection, or selection with any other epithet that may sound 
nicer. Yet selection is what he is planning, even if it is only for 
half of Britain’s schools, even if it is for only 10% of pupils, and 
even if he refuses to use the word. 

This scheme is nothing to be ashamed of. The sort of selec- 
tion proposed is better than what is there now and better 
than the older sort. At present, there is selection by postcode: 
those middle classes who have not opted out of the state sys- 
tem altogether get their children into decent schools by buy- 
ing houses nearby. The old 11+ exam used to grade children 
according to one sort of intelligence only, thus failing to reflect 
the range of human abilities. These proposals allow that some 
pupils are good at one subject, but not at another. An innu- 
merate child is not necessarily somebody who should spend 
the rest of his educational career doing woodwork: he may be 
a linguistic genius, or she may be a musical diva. 

No doubt Mr Blair knows all this. But he needs to boast a 
little more bravely about what he is doing. Unless he does so, 
voters are likely to remain sceptical about how radical the 
promised reforms will be. Selection, and competition be- 
tween schools for pupils, as well as between pupils for 
schools, are the only way to give British education a real lift. 





Reforming the sisters 


If America’s new administration would like a challenge, it can try 


changing the IMF and World Bank 


ALLS for fundamental reform of the Bretton Woods sis- 

ters—the International Monetary Fund and the World 
Bank—are hardly new. They are a permanent part of the 
background noise in Washington, pc. Sometimes the mum- 
bling and grumbling subsides until it is barely audible. Some- 
times, in the aftermath of the most recent international finan- 
cial calamity, it rises enough to be noticed. The volume 
fluctuates but the flow of suggestions is constant. If the de- 
veloping countries had a dollar for every proposal to change 
the “international financial architecture”, the problem of 
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third-world poverty would be solved. 

Soon, just possibly, something may actually happen. 
America’s policies towards the Fund and the Bank are deci- 
sive, for good or ill—and the new team in the White House 
seems well equipped to demand and oversee a process of re- 
form that is, indeed, overdue. Larry Lindsey, the president’s 
chief economic adviser, is known to entertain radical 
thoughts on the subject. More generally, when it comes to in- 
ternational economic co-operation, the administration’s scep- 
tical cast of mind is the right way to start. Conventionally “in- 
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ternationalist” administrations, like the previous one, are too 
inclined to see the mF and the World Bank as ends in them- 
selves, as signs of enlightenment and virtue, however much a 
mess they may make of things. It is quite right to ask, as the 
new administration is more likely to, whether these bodies 
need to exist at all, exactly what purpose they are intended to 
serve, and just how well they are discharging their duties, 
whatever these may be. 

It is also encouraging that a useful blueprint for reform—a 
starting-point, at any rate—is already to hand. Last year, mak- 
ing itself heard above the general racket, was a plan set out by 
the Meltzer Commission. This group, sponsored by Congress, 
was chaired by Allan Meltzer of Carnegie Mellon University, 
and drew on an impressive range of expertise, including that 
of Harvard’s Jeffrey Sachs, who is a leading thinker on de- 
velopment, not noted as a Republican Party patsy, but none- 
theless a trenchant critic of the Bank and, especially, the 
Fund. The group did not achieve unanimity, but it did pro- 
duce a report that commanded support from across the ideo- 
logical spectrum, laid down some radical yet sensible basic 
principles, and was warmly applauded by senior congres- 
sional Republicans. All this is quite promising. 

The commission’s main idea can be stated briefly. In dif- 
ferent ways, both the Fund and the Bank have been trying to 
do far too much. The ir, first conceived as a provider of li- 
quidity in emergencies, has become a development institu- 
tion, advising and requiring borrowers not merely to repay, 
but to reform the deep micro-structure of their economies. It 
has little expertise in this area; such policies, forced on gov- 
ernments in circumstances like these, tend not to stick; and so 
wide a development remit in any case overlaps with that of 


the Bank. The Bank, on the other hand, has not broadened its: 
operations; rather, it has failed to narrow them as condi- 

tions—notably, the development of global financial markets— 

have changed. Most of its loans go to countries with access tov 
private international capital. The countries which, according 

to the Bank’s own analysis, could make best use of its re- 

sources receive a comparatively small share. 

To be more effective, the Fund and the Bank both need to 
do less. The bosses of both institutions have duly declared 
themselves committed to sharpening the focus and so on (see 
page 77). They always say that. Almost certainly, if it means 
shedding lots of people and seeing their budgets shrink, they 
don’t mean it. That is where the administration comes in. It 
will have to lean heavily if things are to move in the direction 
the Meltzer Commission proposed. 


Covert operations 


Will it? Maybe not. Especially in the case of the Fund, the pro- 
blem of mission creep is at least as much the fault of succes- 
sive American administrations as of the Fund’s own manag- 
ers. Often, notably in Russia, the Fund has stepped in to do 
America’s foreign-policy bidding, even though by its own 
lights its actions were risky at best. The quid pro quo for a 
properly focused Fund and Bank is greater willingness on the 
part of Congress and the administration to give more aid of 
their own explicitly, either to serve national-security goals or 
to pursue development objectives which lie, for whatever 
reason, outside the scope of the institutions. Sadly, the admin- 
istration may, like its predecessors, find it all too convenient 
to have a misdirected Fund and Bank do its bidding and then 
take the brickbats. 





Ireland's euro-—sins 


The European Commission is wrong to reprimand the Irish 


for their loosening of fiscal policy 


T IS a pretty rum way to promote the merits of Europe’s sin- 

gle currency. The European Commission has taken the 
euro-zone country whose economy has been growing the 
fastest, which has broken no rules either from the Maastricht 
treaty or from the subsequent “stability and growth pact”, 
whose public debts are falling, which has the largest fiscal 
surplus (as a share of cpr) in Europe, and, frankly, whose suc- 
cess or failure makes just about the least difference to all the 
others. And, on February 13th, it publicly criticised that coun- 
try—Ireland—for having recently loosened its fiscal policy, 
and thus flouted the euro-zone’s “broad economic policy 
guidelines”. This was the first time it had delivered such a for- 
mal reprimand to a euro-country. A better way to discredit 
the single currency in the eyes of potential members—such as, 
well, a certain large country between Ireland and the conti- 
nent—could scarcely have been dreamt up. 

To some degree, this judgment is unfair. After all, the com- 
mission merely wagged its finger at Ireland, something inter- 
national institutions do all the time to one country or another, 
and Ireland is free to wag its finger, or rather two fingers, back. 
Even so, the question remains whether, at a time when the 
euro sorely needs to become more popular, this reprimand 
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was wise. For, strictly, unless Ireland breaks the stability pact’s 
rule against running a budget deficit of more than 3% of cpp, 
Irish fiscal policy is none of the commission’s business. 

Was the criticism even justified? Far from having a deficit, 
Ireland has a fiscal surplus of 4.6% of cpr. Last year, its econ- 
omy grew by nearly 10%, and it has recorded an average an- 
nual growth rate almost as good over the past five years. This 
small, once-poor country has been catching up with its richer 
partners, which is meant to be one of the purposes of joining 
the European Union in the first place. Barely more than 4% of 
the working-age population is jobless, and inward immigra- 
tion is expanding the labour force. Nor does this success arise 
from the £u handouts, amounting at times to 4-7% of GDP, 
which have helped it build so many roads and other public 
works during the past 30 years. This Irish success is of Irish 
making, as successive governments have opened the coun- 
try’s markets, lowered taxes, improved education and man- 
aged the public finances in a sensibly austere way. 

The blot on Ireland’s record is its high inflation, which hit 
an annual rate of 7% last December. It is this figure, easily the 
highest in the £u, that has caught the eye of its European col- 
leagues. In December, rather than raising taxes as some rec- 
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mmended, Ireland’s finance minister, Charlie. McCreevy, 
wered them and raised public spending in a mildly expan- 
onary budget. Helped by cheaper oil, the inflation rate is 
ow dipping. But there are fears that Mr McCreevy’s budget 
will stoke the economy up again, and revive inflation. 

And so it may. But it is a close call, on which reasonable 
people can disagree. Ireland's inflation may be too high, al- 
though given the Irish economy’s current super-competitive- 
ness it may well be that higher wages will prove an effective 
way to even things out again, in the absence of currency 
movements that could have done the same. But the most im- 
portant point is that, whatever your view, Ireland’s inflation 
harms nobody but the Irish. It will not affect the euro’s credi- 
bility on world markets, nor have the slightest measurable ef- 
fect on euro-zone inflation as a whole. 

The Economist's view has long been that, with monetary 
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the ece from ever bailing out a defaulting member, countries 
should be allowed more freedom to set their own fiscal poli- 
cies, not less. The European Commission disagrees, feeling 
that fiscal policies need “co-ordinating”, and that limits must 
be set to deter “bad” behaviour. Even on its own terms, how- 
ever, this policy does not justify the reprimand to Ireland. 


Blarney from Brussels 


If a big economy, such as France, Germany, Italy or Spain, 
were to pursue inflationary policies, then that could indeed 
affect inflation in the whole currency zone and, on the com- 
mission’s argument, might merit a reprimand. But that is no 
reason to make a scapegoat of tiny Ireland. Some officials ar- 
gue that if Ireland’s sins are ignored, then it will not be possi- 
ble to chase bigger countries’ sins when they really matter. Yet 
this is surely nonsense. To launch a scarcely credible attack 
now on the euro’s most successful member is no way to boost 





As America’s economy slows, business casual is proving rather too casual 


NLY a year ago, the suit and tie seemed headed for ex- 

tinction—along with other old-economy anomalies like 
profits, proven products and payment in cash. In the new 
economy, workers would wear whatever clothing best got 
their creative juices flowing, without unduly restricting free- 
dom of movement while playing table football and engaging 
in other activities de rigueur in the modem cutting-edge 
working environment. This sartorial revolution started, inev- 
itably, in Silicon Valley, but by last spring it had stormed even 
the most sober and traditional banks, consultancies and law 
firms of Manhattan and the City of London. One by one, they 


all went “business casual”. A charity was established to re- 


distribute suits to the unemployed—not that a jacket and tie 
were any longer going to help anybody get a job. 

Now, it turns out, the vision of an open-neck future was 
but a mirage. Suits are back. According to the Doneger Group, 
a “style consultancy”, sales of suits and dress shirts bottomed 
in the third quarter of last year, and have since rebounded 
sharply. The evidence is clearest in New York, where many a 
suit has been rescued from the wardrobe, with chinos and 
polo-shirts relegated to the weekends. Only workers who 
never come face to face with customers or senior managers 
can still fearlessly wear jeans and t-shirts—with the notable 
exception of technical staff, of whom nothing smarter was 
ever expected in the first place. 

Even America’s congenitally casual west coast is going 
conservative. The new vogue is “dressy casual”. At a mini- 
mum, The Economist has found, shirts are once more being 
tucked into trousers. New-economy trendsetters such as Bill 
Gates, Michael Dell and Larry Ellison have all been seen look- 
ing dapper. When Steve Case, boss of AOL, wore a tie at the 
announcement of his firm’s purchase of Time Warner a year 
ago, it was interpreted as a gesture to reassure Time workers. 
With hindsight, it seems Mr Case simply had a feel for fash- 
ion. George Bush, sure-footed in his first weeks in the White 
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House, has banned jeans from the Oval Office and wears a 
suit almost everywhere except on the ranch. 

The time has surely come to replace the old “hemline the- 
ory” of economic cycles with a new theory of suits. Back in 
the 1920s, George Taylor, an economist at the University of 
Pennsylvania, argued that hemlines on women’s skirts were a 
useful indicator of economic activity. They moved higher in 
good times, because women could afford to wear, and show 
off, expensive silk stockings. In hard times, they moved lower, 


as modesty required that less expensively clad legs be cov- `- a 


ered. Sure enough, skirts were short in the roaring twenties, 
and long in the Great Depression. 


A turn-up from trousers 


Now that women have more to think about than their stock- 
ings, the wearing of suits may be a more reliable guide to — 
economic trends. In any case, many female executives have 
abandoned hemlines altogether in favour of trousers. 

The suit is the perfect attire for hard economic times. It 
speaks of seriousness of purpose and self-discipline. It speaks 
of dullness, too, which is a welcome contrast with the anar- 
chic creativity of the dotcoms. A suit saves time, because it re- 
quires no thought and still looks all right—a crucial competi- 


tive advantage in the labour market that men long enjoyed 2 


over women. How foolish it was to throw that away. If you 
want to show you are more than new-economy flotsam, get 
yourself a smart three-piece. 

Above all, the backlash against suits revealed a labour 
market so tight that workers had all the cards. Bosses hated 
seeing their staff slouch contemptuously in torn jeans and 
jumpers, but had to put up with it. Now, jobs are harder to 
come by, and involve more work and less play. The suit is 
back. Everywhere except The Economist, of course. Here, free- 
dom of movement is a religion. 








Arikan made real. 


Very nice. But can it download a jpeg? 
With innovative FBAR filter technology, 
Agilent helps make the next generation in 
miniature wireless communication devices 
possible. So you can do more with less. 
Imagine videoconferencing, email, family 
photos and Internet right there on your 


wrist. Not to mention the time of day. 


© Agilent Technologies, Inc. 2000 





Agilent Technologies 
Innovating the HP Way 


Agilent Technologies is a new company 
composed of the former Hewlett-Packard 
test and measurement, chemical analysis, 
semiconductor components and medical 
products businesses. www.agilent.com 
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The odd couple 


JAKARTA 


PRE 


Between them, Abdurrahman Wahid and Megawati Sukarnoputri need to 
sort out Indonesia. Nobody else can 



























HEN you catch him in good form, it is 

easy toremember why Abdurrahman 
Wahid, the nearly-blind Muslim cleric who 
rules Indonesia, once inspired so much 
hope. He may be going through the worst 
days of his 16-month presidency, with angry 
members of parliament clamouring to im- 
peach him, leagues of veiled women march- 
ing to unseat him, and supporters in his 
power base, East Java, burning down the of- 
fices of opposing factions; yet Mr Wahid, 
leaning calmly across his desk, describes his 
plight with detachment, a few pearls of wis- 
dom, and the occasional chuckle. 

For all his flaws, Indonesia’s president 
can still, at times, provide the sense of per- 
spective that his country desperately needs. 
After 32 years of kleptocracy and military 
rule, the collapse of the Suharto regime was 
always going to be perilous. Those who mas- 
tered corruption under the former autocrat 
continue to dominate in many areas of pub- 
lic life, and they have been joined by a new 
batch of eager young apprentices. In several 
areas of the country, the lid has blown off 
long-suppressed ethnic and religious con- 
flicts. The army and police remain far better 
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man affectionately nicknamed Gus Dur 
does not have enough such moments any- 
more. Far from taking a detached view of 
history, he often treats setbacks as personal 
slights, lashing out against friends and foes 
alike. When he draws on his Nu resources it 
is for crude rather than moral authority, to 
get crowds of supporters out on the streets. 
Although he says that broad-based democ- 
racy must replace one-man rule, he contin- 
ues to move the pawns around in a quest for 
tactical advantage. And although Mr Wahid 
complains that he is beset by rumours and 
innuendo, he suffers most from his own in- 
consistent statements, which amount to a 
propaganda campaign against himself. 

Not all these tendencies are new. As the 
grandson of the Nu’s founder, Mr Wahid has 
always been treated with deference, not just 
by its members but by his aunts, uncles and 
family friends as well. As one diplomat puts 
it, “He was born with 40m followers who 
will support him no matter what.” Along 
with this inheritance, Gus Dur’s natural 
cleverness and broad education have also 
helped to inflate his ego. Yet his behaviour 
during the past couple of years, probably in- 
fluenced by a pair of strokes suffered just be- 
fore Mr Suharto fell, seems far more erratic 
than it once was. 

This has been shown to most damaging 
effect in his relations with his 
vice-president, Megawati Su- 
karnoputri. The daughter of In- 
donesia’s founding president, 
Sukarno, she has a devoted fol- 
lowing similar to Gus Durs— 
but much bigger. Whereas the 
president’s party holds only 10% 
of parliament’s seats, Miss Me- 
gawati’s ppI-P controls 30%, 
making hers the largest faction. 
Since post-Suharto Indonesia is 
teetering between a presidential 








at stoking the violence than stopping it. And 
though the economy has recently regained 
consciousness, it is too enfeebled by corrup- 
tion and instability to lift itself off the floor. 
In his better moments, Mr Wahid’s way 
forward is to point out what the bad guys are 
up to; remind the public why the crooked 
have become so powerful; insist that things 
could be better; and encourage ordinary In- 
donesians to get more involved in reform. In 
short, he draws on the same liberal, tolerant 
and long-term approach that he champi- 
oned when he was head of the Nahdlatul 
Ulama (Nu), Indonesia’s—and indeed the 
world’s—largest Muslim organisation. 
Unfortunately, as opponents, suppor- 
ters and innocent bystanders all attest, the 


and a parliamentary system, 
and since the two leaders’ support bases are 
similar, his alliance with Miss Megawati is 
vital to Mr Wahid’s survival. 

This emerged clearly last August during 
the annual session of the mer, an electoral 
college and constitutional assembly that in- 
cludes the 500-member parliament. By then, 
after several run-ins with Mr Wahid, many 
members of parliament were itching to re- 
move him. But partly for constitutional rea- 
sons, and partly thanks to Miss Megawati’s 
support, Mr Wahid survived. In a dramatic 
break from the Suharto days, Mr Wahid 
apologised to the Mpr, promised to install a 
better cabinet and agreed to turn over many 
duties to his vice-president. 

That bought him some time. But his op- 
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ponents—including Amien Rais, an Islamist 
self-promoter, leader of one of the main co- 
alitions in parliament, and chairman of the 
MPR—warned him that he had no more than 
a year to shape up. Moreover, by that time it 
was already clear that a pair of multi-mil- 
lion-dollar financial scandals would pro- 
vide the pretext for impeachment when the 
time came. 

Mr Wahid also went on to construct his 
new cabinet without taking Miss Megawati’s 
advice on appointments, much 


there any clear plan to manage the policy of 
radical decentralisation, which allows hun- 
dreds of corrupt local governments to exer- 
cise more control over their own develop- 
ment budgets and, in consequence, to do 
whatever they please. More political insta- 
bility will also hamper other efforts to attract 
investment. And, yet again, fresh assistance 
from the imr has been suspended because 
of stalled reform. This paralysis could easily 
stretch into the middle of the year. Unless Mr 


impeached at once. Neither Miss Megawati 
nor Akbar Tandjung, who heads Golkar, the 
former ruling party, has sanctioned this, 
since it is in the interests of the two biggest 
parties to pay some attention to the rules. 
Miss Megawati in particular is staying 
studiously silent. This is partly because she 
does not want to be compared to Gloria Ma- 
capagal Arroyo, the president of the Philip- 
pines, who led the opposition’s efforts to un- 
seat her predecessor, Joseph Estrada. For 
although Miss Megawati, like 





of which proved to be prescient. 


Improving, but not enough 


Mrs Arroyo, would probably en- 





Despite his minority govern- 
ment, he has continued to treat 
parliament as an insignificant 
nuisance. Most baffling of all, he 
has prepared himself for this 
battle not by cementing ties with 
Miss Megawati, but by insulting 
her personally in settings where 
accounts of what he said were 
bound to get back to her. 


Collateral damage ae 
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The great fear now is that, if Gus 
Dur’s presidency collapses, he 
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joy the support of the army, that 
is not a blessing in Indonesia, 
8 where soldiers are so discredited. 

Mr Wahid’s opponents in 
the ppi-P are convinced that 
4 they have a green light to unseat 
him, but this week there was talk 
from other quarters of giving 
him one more chance. He might, 
perhaps, be asked to yield yet 
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will not be the only victim. 
Things could still be much worse for Indone- 
sia, the world’s fourth-biggest country, and 
its 210m people. In 1965-66, the period that 
ushered in Mr Suharto’s rule, 500,000 people 
were killed in Central and East Java in riots in 
which the Nu played a central role. Now, 
even outside the hotspots of Aceh, Irian Jaya 
and the Moluccas, the country is racked by 
vigilante violence and frequent unexplained 
bombings—the latest being a string of 
church bombings on Christmas Eve. Since 
the Indonesian army is distrusted and de- 
moralised, there is no telling how much trou- 
ble a political upheaval could cause. 

Indonesia’s neighbours are clearly wor- 
ried. This week, Malaysia’s deputy prime 
minister, Abdullah Ahmad Badawi, gave 
warning of “a new wave of boat people” if 
things go wrong. The governments of Aus- 
tralia and Singapore have similar fears. 
Given the difficulties of patrolling the area, 
Malaysia and the Philippines also worry that 
Islamic militants will find it easier to operate 
in their southern islands. Since much of the 
world’s piracy occurs in Indonesia’s ship- 
ping lanes, a breakdown of authority could 
give it free rein. It is easy to see why Colin 
Powell, America’s new secretary of state, has 
singled out Indonesia as a country that bears 
close watching. 

Even if these nightmares never come to 
pass, the present difficulties will probably 
cost Indonesia another year in its efforts to 
get back on its feet. More than two years after 
the country’s banks collapsed, pledges to sell 
assets from the bank-restructuring agency, 
IBRA, continue to go unmet. Such sales 
would amount to the biggest step Indonesia 
could take to restore confidence. Yet they re- 
main blocked by political stalemate. Nor is 
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Wahid manages to avert the im- 
peachment effort, that is when 
the procedure to unseat him will 
come toa head. 

That procedure began last 
month, when a decision was 
taken to censure Mr Wahid over 
the two financial scandals, one- 
concerning the national food 
agency, Bulog, the other concern- 
ing a donation from the sultan of 
Brunei. The scandals occurred 
last year, after Mr Wahid tried to 
appropriate funds from Bulog, 
ostensibly for humanitarian aid 
in Aceh, at the north-western tip of Indone- 
sia. The president has admitted that he 
looked into this, but says that he later got the 
money from the sultan of Brunei, who gave 
$2m. Shortly after Mr Wahid had ap- 
proached Bulog, his masseur, Suwondo, ar- 
ranged an illegal disbursement of 35 billion 
rupiah ($3.7m at current rates), claiming he 
was acting on the president’s behalf. Mr Wa- 
hid says he knew nothing about this. 

Although Mr Wahid’s story is a little 
fuzzy, the evidence against him is cir- 
cumstantial. Nevertheless, parliament voted 
decisively to accept the report, which ac- 
cused him of being involved in the Suwondo 
affair and of misusing the sultan’s money. 
Mr Wahid now has until early May to ex- 
plain himself to parliament. If it is unim- 
pressed, he gets a second warning, and one 
more month; then parliament is allowed to 
call a special mpr session to vote on remov- 
ing him. 

Already, more than 200 ps seem con- 
vinced of Mr Wahid’s guilt, or at least of his 
unsuitability as president. They wanted him 








They want Wahid to go 


more authority to Miss Megawati in ex- 
change for keeping the presidency. 

Mr Wahid’s backers argue that there is no 
evidence that he has done anything wrong 
and that, at worst, he is guilty only of cam- 
paign-finance offences. Parliament is push- 
ing him out, they say, only because mrs dis- 
like his efforts at reform. Mr Wahid has 
shrewdly played to this sentiment in several 
ways. He has said that he will respond to 
parliament's treachery by renewing his drive 
against corruption, pledging this week to 
concentrate on ten particular offenders. 

Moreover, although he denies or- 
chestrating the Nu’s attacks on Golkar offices 
in East Java, Mr Wahid has sought to portray 
this movement as a battle between the old 
regime (confusingly named the New Order) 
and his new reformist one. Mr Wahid told 
The Economist this week that his empathy 
for the Nu gangs—he said last week that he 
“understood” why they were violent—had 
been misinterpreted. He says that he will do 
whatever he can to prevent violence, and 
that he was trying to point out that he agreed 
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with his supporters’ attitude towards Golkar 
only “because I feel the same way”. 

Mr Wahid’s enemies, of course, have re- 
formist arguments of their own. They point 
out that he has done nothing during the past 
16 months to stem corruption or improve the 
justice system, and they accuse him of med- 
dling unwisely in many government deals, 
especially those involving tycoons who owe 
IBRA money. Since Mr Wahid has done noth- 
ing to establish accountability, they say, they 
have their own ideas about which corrup- 
tion cases to concentrate on: start with the 
president and go from there. 


In the firing line 


So is Gus Dur a corrupt president being im- 
peached by a reformist parliament, or a re- 
formist being impeached by a corrupt par- 
liament? In truth, neither description is 
accurate. To see why, consider two of the de- 
cisions that have most haunted Mr Wahid: 
his sackings ofa pp1-Pp cabinet minister and a 
well-known general. 

Many of the president’s problems with 
parliament can be traced back to a cabinet 
shuffle last April, in which he sacked two 
ministers from his economics team. One of 
those ministers, Laksamana Sukardi, was a 
trusted adviser of Miss Megawati, and had 
earned wide respect for taking on the state- 
owned enterprises ministry. Mr Wahid not 
only sacked him, replacing him with a loyal- 
ist, but botched the explanation horribly, 
telling parliament—with no proof—that he 
had removed Mr Sukardi for corruption. 
This infuriated many of his coalition part- 
ners, including Miss Megawati, who guards 
her clean reputation jealously and did not 
like the sideswipe at her party. 

Mr Wahid’s other big personnel fiasco 
involved his attempt, last year, to establish 
firmer control over the army by promoting 
an outspoken junior general, Agus Wiraha- 
dikusumah. Shortly after taking command 
of Kostrad, the army’s elite strategic reserve, 
General Agus revealed an audit that had 
found widespread corruption in the unit. 
This did not endear him to fellow officers, 
who also resented the favour the president 
was showing him. When Mr Wahid tried to 
promote him again, the senior generals re- 
sisted by lobbying Miss Megawati—and 
won. In the end, General Agus ended up 
with nothing and Mr Wahid revealed his im- 
potence. The message was driven home by a 
decision in the mer shortly afterwards, al- 
lowing the armed forces to retain the guar- 
anteed seats in parliament that they hold as 
token of their “dual function” in both de- 
fence and politics. 

This episode was similar, in some ways, 
to the sacking of Mr Sukardi. The president’s 
supposedly keen tactical skills failed him 
miserably on both occasions, helping to 
place him in his current predicament. In the 
first case, Mr Wahid’s opponents were sup- 
porting the reformer; in the second, the re- 
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former was supported by Mr Wahid. In both 
cases, as friends of Indonesia gloomily point 
out, the reformer lost. 

Asa result of all this, many advocates of 
reform are now fed up with all sides. “The 
elite machinations of Jakarta politics are so 
flagrant, it’s disgusting,” says one cabinet 
minister. Dennis Heffernan, a local consul- 
tant and long-time friend of Mr Wahid, is 
distressed to see the president play into par- 
liament’s hands. “Everybody knows they 
area bunch of hastily cleaned up New Order 
creeps,” he says, “but Gus Dur is just making 
it easy for them.” 

Although he is less of a Gus Dur fan, this 
sentiment is echoed by Erros Djarot, who 
was an adviser to Miss Megawati for most of 
the 1990s before he left in frustration early 
last year. Mr Djarot derides Mr Wahid as “the 
president of East Java”. But he is just as quick 
to denounce Miss Megawati, complaining 
that “the two of them are always blocking 
us”. As for the members of parliament, 
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Would Megawati unleash them? 


“They are like hungry dogs hunting fresh 
meat.” A piece of graffiti in central Jakarta 
captures the mood of the moment: it urges 
Mr Wahid, Miss Megawati, Mr Tandjungand 
Mr Rais all to resign. 

At most, only one of this quartet will be 
gone in the next few months. With Mr Wahid 
out of the way, is there any chance that Miss 
Megawati would improve her performance? 
In many respects, reassuringly, she would 
represent similar values to those of Mr Wa- 
hid. Unlike the “central axis” of Islamist par- 
ties led by Mr Rais, both she and Gus Dur 
have stood up for a secular approach to life. 
Since Miss Megawati has never been a Mus- 
lim cleric, is a woman, and has been accused 
of consorting too closely with the ethnic- 
Chinese minority, she may find it slightly 
harder to carry this message with authority. 
And she might well inspire the fragmented 
Islamist opposition, though it remains weak, 
to unite against her. 

When it comes to the army, Miss Mega- 
wati’s course is harder to predict. She would 
probably be less likely to push for structural 
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reforms, such as the repeal of the territorial 
system that gives the army its widespread 
political influence. And although some of 
her ministers might prod the army to clean 
up its off-budget businesses, that would bea 
painfully slow process in any case. Miss Me- 
gawati’s reluctance to interfere in these areas 
would have little practical effect, since Mr 
Wahid has had no success there either. 


One Indonesia 


A Megawati presidency might make a bigger 
difference to the way the army treats trou- 
blemakers. Partly out of respect for her fa- 
ther’s legacy, she wants Indonesia to hold on 
to all of its present territory, and appears to 
have been vexed by Mr Wahid’s willingness 
to negotiate with separatists. Since her own 
supporters were among the victims of mili- 
tary heavy-handedness in Suharto’s time, 
she would no doubt urge the generals to 
maintain some discipline. But if Miss Mega- 
wati were to become president, it would 
probably be the residents of Aceh and Irian 
Jaya whose lives would change most, and 
for the worse. She might also turn the army 
loose on Islamic extremists such as the Las- 
kar Jihad, which has injected itself into sec- 
tarian violence in the Molucca islands. 

As for economic policy, Miss Megawati 
has a few good people in her party, including 
Mr Sukardi. But she also has some bad ones. 
Like Mr Wahid, she has espoused few econ- 
omic ideas of her own, and would have todo 
alot of negotiating; her chances would hinge 
largely on whose advice she chose to take. 
And although she would be unlikely to 
make progress on corruption, even a start 
would be good in Indonesia, where the only 
thing people do openly is lie to journalists. 

Will she be willing to topple Mr Wahid? 
Apart from her gung-ho advisers, many who 
know her still doubt that she will take the 
risk. Had she not been so cautious in 1999, 
she would already be president; she refused 
to negotiate and ended up as number two. 
Moreover, there is the small matter of her 
husband, Taufik Kiemas, who is one of the 
ppi-P’s chief fundraisers. Few people doubt 
that, should she take over, the searchlights 
would swivel on to his business activities. 
Besides, says Mr Heffernan, “The presidency 
right now is a flaming bag of cow dung. I 
think she’s too smart to touch it.” 

It is still conceivable that Mr Wahid 
could work out a deal. On February 14th, he 
said he needed a rest. He is about to embark 
onalongtripnext week, which will include a 
pilgrimage to Mecca. Once again, there are 
rumours of a shuffle when he returns. This 
time, he could do it differently, listening to 
his vice-president and installing a cabinet 
she can live with. But such a deal is getting 
harder to imagine. Even Gus Dur’s confi- 
dants admit that he would rather drive a 
train over a cliff than admit to his old friend 
that he had been wrong. 
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President George Bush an- 
nounced that he wanted to 
create a “new architecture” for 
defence by investing in new 
technologies and weapons 
systems, rather than tinkering 
with the old. He also declared 
“God bless naro”, taking his 
listeners by surprise. 


Mr Bush was due to visit 
Mexico, his first trip abroad 
as president. 


Outrage continued to swirl 
round Bill Clinton as he 
plunged into his post-presi- 
dential career. Under severe 
media pressure, he shifted his 
new Office from swanky mid- 
town Manhattan to low-rent 
Harlem, a place with which he 
claimed long and heartfelt 
connections. Meanwhile, Con- 
gress said that it wanted to 
look into Mr Clinton’s pardon 
of Marc Rich, a fugitive finan- 
cier. The us attorney in New 
York, Mary Jo White, said she 
would conduct a criminal in- 
vestigation into the affair. 


At least 225 people, including 
22 children and their teacher 
in one school, were killed in 
an earthquake in El Salva- 
dor, the second in the past 
four weeks. 


A 13-point deal was signed be- 
tween Colombia’s President 
Andres Pastrana and the 
leader of the left-wing FARC 
rebels, Manuel Marulanda, re- 
newing the life of a demili- 
tarised zone controlled by the 
rebels and thus preparing the 





way for a ceasefire. 
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Mori in the rough 


Japan’s unpopular prime 
minister, Yoshiro Mori, be- 
came even less secure after he 
was criticised for continuing a 
game of golf after being told 
of an accident in which a Jap- 
anese trawler had been sunk 
by an American submarine, 
drowning nine people. 


It was announced in Hong 
Kong that the financial secre- 
tary, Donald Tsang Yam-Kuen, 
would replace a champion of 
the territory’s autonomy, An- 
son Chan Fang On-sang, as 
chief secretary. A banker, An- 
thony Leung Kam-chung, 
would take over from Mr 
Tsang. 


Afghanistan’s ruling Taliban 
told the United Nations to 
close its political office in Ka- 
bul, the capital, after Ameri- 
can officials closed the Tali- 
ban’s office in New York. 
Opposition fighters in Af- 
ghanistan seized Bamiyan, a 
town held by the Taliban. 


Senators in the Philippines 
examined a bank account said 
to belong to the deposed pres- 
ident, Joseph Estrada. More 
than $60m had allegedly been 
withdrawn before Mr Estrada 
was ousted last month, ac- 
cused by his opponents of 
corruption. 


Thailand closed a crossing 
with Myanmar, after Myan- 
mar’s soldiers were reported to 
be massing on the border and 
firing into Thai territory. 
Myanmar said it was shooting 
at rebels. 
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Kohl's fine 


Germany’s former chancellor, 
Helmut Kohl, accepted a 
fine of DM300,000 ($141,000) 
for accepting secret and there- 
fore illegal contributions to his 
Christian Democratic Union. 
If he agrees to pay, criminal 
charges against him will be 
dropped, but a parliamentary 
inquiry into the affair will 
continue. 


Germany’s new farm and 
consumer-protection minister, 
Renate Kiinast, fiercely crit- 
icised the European Commis- 
sion’s latest plan for culling 
more cattle in its effort to fend 
off BsE, or mad-cow disease. 


The Social Democratic prime 
minister of Sweden, Goran 
Persson, said he would not 


| hold a referendum before the 


next general election due in 
2002 on whether Sweden, one 
of the three £u countries not 
within the euro-zone, would 
join Europe’s single currency. 


Ireland was formally repri- 
manded by the European 
Commission for the expan- 
sionary budget it plans for this 
year, but the Irish finance 
minister, Charlie McCreevy, 
refused to change it. 





Protesters on the streets of 
Ukraine's capital, Kiev, con- 
tinued to call for their presi- 
dent, Leonid Kuchma, to re- 
sign, while a leading critic of 
his, Yulia Timoshenko, a dep- 
uty prime minister in charge 
of energy, was arrested for al- 





leged corruption. 
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Jacques Chirac, France’s con- 
servative president, disagreed 
with a plan of Lionel Jospin, 
its socialist prime minister, for 
devolving powers to Corsica. 


More peace talks 


Leaders of several of the coun- 
tries and rebel factions in- 
volved in Congo’s civil war 
met for peace talks in Zambia. 
But the presidents of Rwanda 
and Uganda stayed away. 


Some 250,000 refugees re- 
mained trapped by fighting 
between the Guinean army 
and rebels encroaching from 
Sierra Leone and elsewhere. 
Ruud Lubbers, the new United 
Nations high commissioner for 
refugees, visited Guinea and 
Sierra Leone to arrange emer- 
gency aid and the evacuation 
of refugees. 








Israel's military killed a se- 
nior Palestinian security offi- 
cial in a rocket attack. A Pal- 
estinian bus driver drove into 
a queue at a bus stop, killing 
eight Israelis and injuring 17 
others, and raising tensions 
still further. 


People flocked to the polls in 
Bahrain, an authoritarian 
Gulf emirate, to vote on a new 
constitution that would insti- 
tute a partially elected parlia- 
ment and grant women politi- 
cal rights. 


Iraq’s national airline re- 
sumed scheduled interna- 
tional flights for the first time 
since the Gulf war, in appar- 
ent defiance of uN sanctions. 
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Record breaking 


In a victory for the world’s re- 
cord companies, an American 
court ruled that Napster, a 
free service for downloading 
music from the Internet, must 
stop allowing copyrighted ma- 
terial to be exchanged through 
its website. Napster vowed to 
continue the legal battle. Ber- 
telsmann, a German media 
giant, said that its plans to 
fund Napster if it introduces a 
subscription and pays royal- 
ties were unaffected. 





The European Parliament 
passed a law that would make 
it illegal to circumvent copy- 
right-protection technol- 
ogies in consumer electronics. 
It is claimed that the law will 
make copyright protection 
stronger in the ev than in 
America. 


Schlumberger, an American 
oil-services company, agreed 
to buy Sema, an Anglo- 
French software firm, for £3.6 
billion ($5.3 billion). Schlum- 
berger also acquired a smart- 
card company from Groupe 
Bull, a French technology firm. 
Schlumberger hopes to 
strengthen its information- 
technology business in a bid 
to improve growth. 





| : 
Shares in Lucent Technol- 
ogies, a telecoms-equipment 
| maker, plunged after it was 
revealed that America’s Se- 
curities and Exchange Com- 
mission was investigating the 
firm over its accounting pro- 
cedures. Coupled with recent 
poor performance, the news 
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agencies to cut Lucent’s rating 
to just above junk status. 


Lastminute.com, once a 
high-flying online travel agent, 


| revealed pre-tax losses for the 


three months to the end of 
December of £15.4m ($22.3m), 
over 60% up on the previous 


| quarter. The company also 


said that subscriber numbers 
had not risen, but it insisted 


| that more of its punters were 


making purchases. 


eBay, an American online 
auctioneer, was said to be in 
talks to buy iBazar, a French 
counterpart with a strong 
pan-European presence, for 
around $100m. QXL Ricardo, 
a British-based rival, also with 
European intentions, an- 
nounced pre-tax losses for the 
latest quarter of £41.4m 
($59.9m) compared with 
£67.7m in the previous quarter. 


Rick Belluzzo, head of con- 
sumer business at Microsoft, 
was promoted to president 
and chief operating officer of 
the company. 


Shares in Orange, France Te- 
lecom’s mobile-phone outfit, 
closed below their offer price 
on the first day of trading. 
Orange had been priced near 
the bottom of a range that 


| had steadily fallen in the ap- 
| proach to the rro. Other com- 


panies, including British Tele- 
com and Deutsche Telekom, 
aiming to reduce debt by 
floating their mobile opera- 
tions later this year, will not 
have been encouraged. 


| Reuters, a British media 
| group, abandoned plans to 


float Greenhouse Fund, its 
technology-investment fund, 
after the battering that tech- 
nology shares have taken over 
the past year. Reuters said that 
it would consider outside in- 
vestment in Greenhouse and 
that it still intended moving 
its own products to the In- 


| ternet despite the recent 
| downturn. 


FEBRUARY 17TH 2001 


| ($470m) to pay for compliance | 
| that can make standard drugs 


| forcing car makers to pay for 


| years. 


| Nomura, a Japanese invest- 
| ment firm, won a battle to 
| take over some 1,000 British 


| ($907m) after a rival bidder, 


| pulled out. Nomura is also 
| bidding for another 3,000 


| international government- 








Recycling drive 


Volkswagen, Germany’s big- 
gest car maker, was reported 
to be setting aside DMi billion 


with a European directive that 
will come into force in 2007 


recycling their vehicles. New | 
cars will be required to be 85% 
recyclable. 


FIFA and uera, the world and 
European governing bodies 
for football, reached a tenta- 
tive agreement with the Euro- 
pean Commission over a 
long-running dispute concern- 
ing players’ contracts. Clubs 
will no longer receive transfer 
fees for players older than 23 


or 





pubs from Bass, a leisure 
group, for around £625m 


Legal & General Ventures, 


pubs owned by Whitbread. 


Rival descriptions of the hu- 
man genome were published 
by Celera Genomics, a priv- 
ate company, and the Hu- 
man Genome Project, an 


Wa 


BUSINESS THIS WEEK : 


| nome to produce tailor- 





backed consortium, in rival 
scientific publications. Many 
biotechnology companies 
have already paid plenty to 
acquire Celera’s information. 


AstraZeneca, a large British 
drug company, announced a 
collaborative project with Or- 


j > ž 5 * 
chid BioSciences, an American 














made drugs. The companies 


| hope to overcome the problem 


of small genetic differences 


ineffective or produce un- 
pleasant side-effects. 


An offer of $17.6 billion was 
made for De Beers, the South 
African diamond cartel on 
February 15th. The would-be 
buyer was a consortium con- 
sisting of Anglo American, a 
mining firm, the Oppenheimer 
family of South Africa and 


| Debswana, De Beers’ joint 


venture with the government 
of Botswana. The deal would 
end the cross-shareholding be- 
tween Anglo and De Beers 
that has depressed the shares 
of both firms, 


America’s downside 


Alan Greenspan was upbeat 
about America’s economy 
in testimony to the Senate 
Banking Committee. He said 
“downside risks predominate”, 
suggesting that the Federal Re- 
serve would cut interest rates 


| again, but maintained that the’ 
| economy would come back 


swiftly from the current pause. | 
Improvement was immediate: 
retail sales were up 0.7% in 


| January, compared with no 


growth in December. 








ts 
Japan’s current-account 
surplus fell in December to 
¥688.5 billion ($6.14 billion). 
The economic slowdown in 
America, its biggest trading 
partner, reduced exports and 
dear oil took their toll as well. 
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TOMORROW 


æ Our new World Business Class is a logical response to the nonstop 
. business world. That’s why all of our flights now offer new digital 
GY audio and meal service that defies airline standards. Three-quarters 
of our fleet now provides 55% more legroom and 150-degree recline. 
A And by spring, all of our planes will be complete. The business world 
has few moments of uninterrupted comfort. We're clearing the way 
for more of them. 


©2001 Northwest Airlines, Inc. 
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The gentle art of lobbying 


in China 


BEING 


Foreign companies are learning to influence the government 


HEN China was ruled by emperors, a 

lobbyist, if such a person existed, 
would probably have been put to death. It 
would have been a proper punishment for a 
mere mortal who dared to suggest policy to 
the Son of Heaven. Lobbying, if no longer a 
capital offence, is still a tricky affair for the 
many foreign companies trying to make 
their way in China. American lobbyists 
more familiar with plying their craft in a sys- 
tem where new legislation is preceded by 
months of public debate say that in China 
they often donot hear about laws until they 
have already been enacted. Even knowing 
whom to lobby is hard. 

Foreign high-tech companies discov- 
ered to their dismay last year that China had 
passed a law that would severely restrict the 
use of encryption technology. The idea of 
encryption is to make a message unreadable, 
except to the receiver. It is an up-to-date 
form of telephone scrambling. Security 
forces hate it,and not only in China. The new 
law would have banned in China all pro- 
ducts that made use of encryption, however 
innocently, among them Motorola's cellular 
telephones, Intel’s microprocessors, and Mi- 
crosoft’s Outlook e-mail program. The anti- 
encryption law had originated with China’s 
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public-security ministry. But the American, 
European and Japanese companies whose 
products were threatened by the law de- 
cided to bypass the spooks and lobby the 
ministries of trade and economics. A big loss 
of foreign business, they reasoned, would 
matter more to the political leaders. William 
Daley, at the time American secretary of 
commerce, talked to Chinese officials at the 
World Economic Forum in Davos. The Chi- 
nese weighed things up, did some sums, took 
account of trade talks pending in the United 
States, and eventually relaxed the law, ap- 
plying it only to products whose primary 
purpose was encryption. 

So it can be done: even China will yield. 
But building up the contacts and influence to 
bring about change takes time. “You don’t 
start lobbying them the first time you meet 
them, or you'd just run into a brick wall,” 
says Brenda Chow, of British American To- 
bacco, who was born in the Chinese prov- 
ince of Guangdong. “I have to show them my 
best Chinese self.” She says it is expected that 
you get to know officials and their families, 
have dinner at each other’s homes, and re- 
member their birthdays. Another lobbyist 
tells of taking the wives and children of Chi- 
nese officials to private swimming clubs. 


Some firms ban such contacts. Doing 
personal favours for officials is a “slippery 
slope”, they say. Just being a “good corporate 
citizen” can gain a sympathetic ear with offi- 
cials. Contributing to an educational foun- 
dation or flood relief wins bonus points. 
Most ministries have research centres run 
for profit. Hiring their researchers can make 
it easier to get a meeting with officials. 

Protocol is important. A lobbyist will 
havea perceived rank when dealing with the 
government, equivalent to the level of the of- 
ficial he speaks to. Most American business 
lobbyists are considered senior enough to 
meet a deputy minister. A minister would 
probably be expected to see a chief execu- 
tive. Such meetings, when they do happen, 
usually take place after months of informal 
negotiations between lower-level officials 
and lobbyists. By the time the formal meet- 
ing takes place, it is expected to be a choreo- 
graphed event. “The worst thing that can 
happen in a meeting with a senior official is 
to have topics come up that weren't prede- 
termined,” says a veteran. 

As in Washington, pc, companies in 
Beijing use the revolving door. One lobbying 
firm has eight former Chinese government 
officials on its staff. They have some compe- 
tition: Chinese companies also devote 
plenty of staff, time and money to lobbying 
efforts of their own these days, often on the 
same issues as western companies, includ- 
ing encryption. 

The big problem for many western com- 
panies in China is counterfeiting. The China 
Anti-Counterfeiting Coalition, set up in 
1998, represents more than 30 companies. 
Todd Stellfox, a lobbyist for the coalition, 
strives for a light touch. “You generally don’t 
want to become too visible because then you 
create enemies,” he says. “Be non-confronta- 
tional. You don’t want them to lose face.” 

In the short term, the coalition seeks bet- 
ter enforcement of China’s anti-piracy laws. 
in the long term, it wants more comprehen- 
sive legislation. Despite China’s promises to 
outlaw the counterfeiters, it still has a long 
way togotoclampdownon, for example, pi- 
rated compact discs. 

The coalition’s main argument for a 
counterfeit clampdown is that its compa- 
nies represent a lot of foreign investment, at 
least $6 billion. “The implied threat is that 
these companies will withdraw their invest- 
ment if these problems cannot be resolved,” 
says Mr Stellfox. Sometimes that sort of argu- 
ment produces results, as over encryption. 
But lobbyists sigh that China is still an 
authoritarian government, and economic 
clout remains limited. 











ASIA 
Japan 


Bunkered 


TOKYO 


RANCIS DRAKE did it, although his game 

was bowls, and once it was over he sunk 
the Spanish armada. Yoshiro Mori, Japan’s 
much-abused prime minister, has been less 
fortunate. When news of a collision, on Feb- 
ruary 9th, between an American nuclear 
submarine and a Japanese fishing boat 
reached Mr Mori, he was enjoying a round of 
golf. He played on for another three holes 
and arrived back at his official residence 
some three hours later. Beset by a weakening 
economy, a falling stockmarket, assorted 
scandals and riot within his own ranks, Mr 
Mori’s golfing gaffe has done him more 
harm. This week, senior officials from New 
Komeito, which shares power with Mr 
Mori's Liberal Democratic Party in a three- 
way coalition, were calling for his head. 

Like the pp, New Komeito faces an elec- 
tion for Japan’s upper house in July. But it 
must also contest local elections for Tokyo's 
metropolitan assembly in June. The party is 
strong in Tokyo. Because it is in bed with the 
LDP, however, New Komeito’s strained repu- 
tation for clean politics is coming under 
daily assault. A campaign-finance scandal 
involving Ksp, a small-business foundation 
that showered the Lore with money, has al- 
ready led to the arrest of an Lp politician. A 


scandal in the foreign ministry, involving a 
low-level bureaucrat said to have used gov- 
ernment money to buy racehorses, is doing 
yet more damage. 

The gossip in Nagatacho, Tokyo's politi- 
cal district, is that Mr Mori’s fate may have 
been sealed at a meeting between New Ko- 
meito and Lpr dons in an Azabu restaurant 
on January 24th. Mr Mori would supposedly 
be required to announce his resignation, 
perhaps at the end of February. The annual 
election for the party’s presidency, which 
decides the prime ministership, would then 
be brought forward, from September to the 
party’s general meeting on March 13th. With 
the much-fancied Yohei Kono, the foreign 
minister, done in by the scandal in his minis- 
try, the main candidates are Ryutaro Hashi- 
moto, a former prime minister who joined 
Mr Mori’s cabinet in December, and Juni- 
chiro Koizumi, who heads Mr Mori’s faction 
in the LDP. After some early gains by Mr 
Hashimoto, Mr Koizumi now seems to be 
inching ahead. 

The difficulty will be persuading Mr 
Mori to leave. The ksp mess may lead to the 
arrest of other Lpr politicians. The foreign- 
ministry scandal may claim the scalp of Mr 
Kono. Mr Mori's tax position is not entirely 
clear. Yet nothing seems to penetrate his 
leathery hide. He seems still to enjoy life, es- 
pecially away from Tokyo. Next time he 
plays a round, he may be tempted to leave 
his mobile phone behind. 








By train to Lhasa 


Fee those whose idea of happiness is a 
long-distance train ride, there is a treat 
coming up. On February 8th, the Chinese 
government approved a plan to construct 
a railway line from Golmud, in western 
China, to Lhasa, the capital of Tibet. When 
it is completed, in about seven years’ time, 
it will be possible to take a train all the way 
from Beijing to Lhasa, a distance of 
3,900km (2,425 miles). The Golmud-Lhasa 
stretch will itself be 1,125km long and, to 
add to the thrill, it will be the highest rail- 
way in the world. The views across the Hi- 
malayas should be stupendous. 

Not everyone is thrilled by the pros- 





| dent of laying the line safely, even on a 





pect of the new railway. Tibet was occu- 
pied by the Chinese in 1950, shortly after 
China’s Communist revolution, and 
made an “autonomous region”. Ever 
since, China has been trying to absorb the 
region into the mainstream Chinese econ- 
omy. The railway, say Tibetan opposition 
leaders in exile, will make it easier to reset- 
tle more Chinese workers in Tibet and ex- 
ploit its resources of oil and gas. During his 
worldwide wanderings, the Dalai Lama, 
Tibet's spiritual leader, has told interna- 
tional companies that it would be best not 
to get involved in industrial develop- 
ments in his country. 

The Chinese prime minister, Zhu 
Rongji, has appeared to confirm Tibetan 
suspicions. The railway, he says, will help 
to speed up “economic and cultural ex- 
changes”. Because of the difficulty of 
building in the Himalayas, Tibet is China’s 
only region without a railway network. 
Now its engineers are apparently confi- 


tricky 600km stretch of permafrost. In Ti- 
betan temples they may be praying for 
global warming. 
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Pakistan 


Generals at bay 


LAHORE 


FTER over two years of relative oblivion 
in self-imposed exile, Benazir Bhutto, a 
former prime minister of Pakistan, has 
jumped on to the front pages of the country’s 
newspapers. She has done so, as it happens, 
on the basis of a report in a British newspa- 
per. The report claims that the former gov- 
ernment of Nawaz Sharif leaned on some 
judges to convict Miss Bhutto and her hus- 
band, Asif Zardari, for corruption in 1999. 
The evidence for this is said to be in the form 
of taped conversations between senior gov- 
ernment officials and a judge at Miss 
Bhutto's trial. The tapes were made by a 
member of Pakistani intelligence who de- 
camped to London and has now, so the story 
goes, been pricked by conscience. 

Miss Bhutto’s footprints seem to be all 
over the story. After her conviction in 1999, 
she claimed that she had not had a fair trial. 
But the Supreme Court routinely postponed 
hearing her petition for one reason or an- 
other. Last December, when Mr Sharif was 
exiled to Saudi Arabia by the present mili- 
tary government of General Pervez Mushar- 
raf, Miss Bhutto sensed a political vacuum in 
the country and considered returning to 
Pakistan and taking on the generals. 

The Musharraf regime said it would ar- 
rest her if she set foot in Pakistan and dig up 
more evidence of her corrupt activities. 
Meanwhile, the Supreme Court announced 
that it would hear her 1999 petition on Feb- 
ruary 26th. This led pundits to speculate that 
the military regime, having got rid of one 
prime minister, was gearing up to finish off 
another. But the tapes have compromised 
the judiciary, whose credibility is already 
low after decades of battering by generals 
and politicians. The Supreme Court will be 
under pressure to acquit Miss Bhutto or or- 
der a lengthy retrial which would give her 
lawyers a chance to air her grievances. 

This may be just the beginning of Gen- 
eral Musharraf's troubles. Disgruntled op- 
ponents of the regime have asked the Su- 
preme Court to strike down an 
“accountability” law under which hun- 
dreds of politicians and bureaucrats have 
been imprisoned or sidelined from politics. 
Lawyers’ organisations across the country 
have banded together to announce a na- 
tional strike on February 27th, demanding 
an early restoration of civilian rule. And the 
Alliance for the Restoration of Democracy— 
comprising supporters of Miss Bhutto and 
Mr Sharif, along with several other par- 
ties—is planning a demonstration on March 
23rd, Pakistan Day. 

Worse, the religious parties are begin- 
ning to suspect that General Musharraf may 
not be too kindly disposed towards them, 
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despite his reliance on religious militants to 
fuel the insurgency in Kashmir against India. 
The government is worried by a sectarian 
conflict that has claimed dozens of lives. It is 
embarrassed by outpourings on alleged 
blasphemy and immorality. Last month, 
bearded mobs burnt down the offices of the 
Frontier Post, a Peshawar newspaper that 
had inadvertently printed a blasphemous 
letter. Last week, the home minister, Moi- 
nuddin Haider, a retired general, was in Af- 
ghanistan, asking the Taliban regime not to 
provide sanctuary to “religious terrorists” 
from Pakistan. Extremists are now accusing 
the generals of acting at the behest of “super- 
Satan America”. An exaggeration, surely. 

= 





Hong Kong 


For whom the 
Gong tolls 


66™PHE Chinese government”, screams 
the People’s Daily, “will fight the war 
to the end.” Its obsessive struggle with the Fa- 
lun Gong, the banned cult that just won’t lie 
down, is spilling beyond China’s borders. 
“Western anti-China masters” are, after all, 
said to be behind the Falun Gong’s almost 
daily protests in public places such as Tia- 
nanmen Square. So perhaps China’s harsh 
treatment of the sect’s followers was bound 
to affect relations with the outside world. 
George Bush’s new administration had 
been inclined to drop America’s annual at- 
tempt to criticise China’s human-rights re- 
cord before the un, but to do so now would 
provoke howls of outrage at home. The 
Dutch have just cancelled a delegation’s trip 
to China, because the Chinese did not want 
it to meet Falun Gong followers in Hong 
Kong. And now a 600-strong Canadian trade 
delegation already visiting China has got 
caught up with human rights when it was 
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In plain English 


meant to be concerned with profits. 

The immediate issue is Hong Kong. In 
that free and cosmopolitan city, Falun Gong 
followers number no more than a few hun- 
dred: peaceful, law-abiding professionals, 
for the most part. Demonstrations and gath- 
erings have been held, including one in City 
Hall last month. Civil liberties are protected 
in Hong Kong, including the rights to free ex- 
pression and association. Indeed, such rights 
are the touchstone by which Hong Kong's 
fragile autonomy within Communist China 
is measured. Hence the concern, since the 
Chinese government has taken its war 
against the Falun Gong to Hong Kong in re- 
cent weeks, telling members there tocut their 
ties with the mainland. Worse, the territory’s 
chief executive, Tung Chee-hwa, seems to 
buy the central government's line. He de- 
scribes the sect as “more or less bearing some 
characteristics of an evil cult”. 

The Falun Gong, hitherto pretty much ig- 
nored in Hong Kong, has become an embar- 
rassment—even a source of dislike—to those 
who think that not rocking the boat is the 
best way to preserve delicate freedoms. The 
concern grew recently when Hong Kong's 
secretary for security, Regina Ip Lau Suy-yee, 
said the government would keep a “close 
watch” on the group. Banning it would be a 
blow to Hong Kong’s self-government. 

Yet the annoyance Falun Gong causes 
the central authorities has led some pro- 
Beijing figures in Hong Kong to call for anti- 
subversion laws. The Basic Law, Hong Kong’s 
constitution, requires such laws to be passed. 
But the administration, and notably the out- 
going chief secretary, Anson Chan Fang On- 
sang, has time and again put off the explo- 
sive day. Her successor, Donald Tsang Yam- 
kuen, may lack the personal authority to 
continue the procrastination. So it came as a 
small relief this week that the secretary for 
justice, Elsie Leung Oi-sie, who is usually 
considered well attuned to views in Beijing, 
said she had received no instructions to 
bring in anti-subversion laws. 





ASIA 
Kirgizstan 


An inspector 
calls 


BISHKEK 


OMPARED with the other former Soviet 

Central Asian republics, Kirgizstan has 
long been noted for at least a degree of de- 
mocracy anda lively and relatively indepen- 
dent press. But for how much longer? 

The country’s newspapers came under 
pressure to take the government line during 
last year’s presidental-election campaign. 
After Askar Akaev was duly re-elected presi- 
dent in October, they hoped they would 
again have some breathing-space, if only for 
economic reasons. Kirgizstan, with only 
4.9m people and few natural resources, re- 
lies heavily on international aid and cannot 
afford to be viewed as repressive. Kazakh- 
stan, Turkmenistan and Uzbekistan, by con- 
trast, are rich in oil and gas. 

However, there are no signs of an official 
thaw. Rather, the independent-minded 
newspapers believe that the government 
now wants to drive them out of business. 
Frequent visits from tax inspectors are one 
nuisance. Another is lawsuits by govern- 
ment officials claiming damages from news- 
papers that, the officials say, have offended 
their “honour and dignity”. 

Viktor Zapolskii, editor and founder of a 
Russian-language weekly, Delo No (Case 
Number), is being sued by Misir Ashyrkulov, 
a former minister of security and now a 
presidential aide. He claims $20,000 in dam- 
ages from Mr Zapolskii and $64,000 from 
another newspaper that interviewed him. In 
another trial Mr Zapolskii has deeper wor- 
ries. He, his deputy and a reporter are ac- 
cused of divulging state secrets in reporting 
the trial of Feliks Kulov, a former vice-presi- 
dent and now the main opposition leader. 
The three people face up to two years in jail. 
Mr Kulov was accused of abuse of power 
while in office, and sentenced toa jail term of 
seven years. Reporters were excluded from 
his trial. On February 2nd, the European Un- 
ion called for “transparent process” in Mr 
Kulov’s appeal, witha hint that a “respect for 
democracy” matters in Kirgizstan’s dealings 
with the Ev. 

Television and radio stations also feel 
under pressure. The threat of a sudden visit 
by fire inspectors or the temporary shut- 
down of the broadcasting station is a deter- 
rent to running critical programmes: self- 
censorship is less painful. During the presi- 
dential-election campaign, Piramida, the 
leading independent television station, was 
reduced to reporting only cultural and sport- 
ing events and optimistic economic fore- 
casts, according to its director, Andrei Tsvet- 
kov. Many viewers simply switched off. 
= 
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ASIA 
Indian agriculture 


Prowling tiger, slobbering dog 


LUDHIANA 


Obsesssion with self-sufficiency is a bar to reform 


ATS and buffaloes in Punjab, India’s 

breadbasket, are in fine fettle. The ro- 
dents are feasting on millions of tonnes of 
wheat and rice stored in government ware- 
houses (or, frequently, in the open air), the 
cattle on discarded potatoes. But no one else 
is happy. The government cannot afford the 
huge cost of buying and storing the grain 
coming from farms in Punjab and elsewhere 
in India, nor can the poor afford to buy it. By 
some measures, nearly half the population is 
under-nourished. 

Farmers, who feel themselves pinioned 
by high costs, low prices and the threat of 
imports as India opens its markets, are in a 
foul enough mood to scare politicians. With 
elections coming up before longin five states, 
says K. Varadharajan, general secretary of 
the All-India Kisan Sabha, which claims to 
represent 16m small farmers, rural discon- 
tent will “terribly affect” India’s ruling Bha- 
ratiya Janata Party and its coalition partners. 

India has come a long way since the 
1960s, when it had to beg for food from for- 
eign granaries such as the United States. 
Thanks to the green revolution and invest- 
ment in irrigation, roads and other sorts of 
rural infrastructure, India can now feed itself 
and still have leftovers. But it has not de- 
veloped a modern food industry. Value 
added in Indian agriculture is 15-20% of the 
total, compared with an additional 100% or 
more in some developed countries, says Ka- 
ram Singh, director of the Agro Economics 
Research Centre at Punjab Agricultural Uni- 
versity in Ludhiana. 

India exports less than 5% of its agricul- 
tural produce. The Himalayan stocks of rice 
and wheat represent food that is filling nei- 
ther rich western stomachs nor poor Indian 
ones. Like some of the cows that wander 
about Indian roads, farmers are protected 
yet apparently miserable. Important inputs 
like electricity and water are free, or almost 
so, and fertiliser is subsidised (though farm- 
ers complain that the fertiliser industry cap- 
tures most of that subsidy). For wheat and 
rice, in some places, farmers have an assured 
buyer in the Food Corporation of India (Fc1) 
at an assured price. That minimum support 
price has been rising, even though world 
prices have fallen, one reason why govern- 
ment storehouses are choked with un- 
wanted grain. India’s economic reforms 
have also helped farmers by reducing the 
relative price of manufactured goods, shift- 
ing the terms of trade in their favour during 
the 1990s. 

This is not how it seems to India’s angry 
agriculturists. Their list of woes begins with 
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last summer’s poor monsoon, which has de- 
pressed agricultural growth this year. De- 
spite this, Mr Varadharajan claims that 
“prices have crashed” for a variety of com- 
modities, including coconuts, cotton, teaand 
rice. Even for products with floor prices, he 
says, farmers are getting less than the mini- 
mum. When farmers dare to diversify away 
from them, the results can be catastrophic. It 
is they, not the state, who bore the costs of 
Punjab’s potato glut. In Andhra Pradesh, 
diversification disasters have led to a series 
of highly publicised suicides. 

Part of the distress is caused by support 
prices, which have raised costs for farmers 
growing other crops, says Abhijit Sen, an 
economist at Jawaharlal Nehru University 
who was recently head of the Commission 
on Agricultural Costs and Prices. Some dis- 
tress reflects a deterioration in government 
services, such as public investment in irriga- 
tion and credit to farmers, which has slowed 


growth. It does not help that farms are small, 
and shrinking with each generation 
(whereas the population dependent on 
them is not). Many direct their ire at the 
World Trade Organisation, which allows 
rich countries to subsidise their farmers but 
obliges India to dismantle quotas on im- 
ports. The last of these are due go on April st. 
Mr Varadharajan wants high tariffs to re- 
place them. 

There are less-defensive approaches. 
Sharad Joshi, a farmer and activist from Ma- 
harashtra who recently became chairman of 
the government's agriculture task-force, says 
the farmers’ movement is split between “ti- 
gers” that want toescape their cages to prowl 
for exciting new prey, and “dogs” that prefer 
the certain sustenance of the kennel. 

A tigerish policy would free farmers 
from India’s obsession with producing 
enough food to feed itself and bid them take 
their cues from markets, both domestic and 
foreign. Current policies, little touched by 
the economic liberalisation that began ten 
years ago, discourage this. Some examples: 
states may forbid the export of produce to 
other states; private traders are barred from 
stocking commodities beyond certain limits 
(to prevent hoarding); private investment in 
dairies is restricted; in Punjab, farmers may 
sell most major crops only through highly 
taxed mandis (markets); futures trading in 
most commodities is banned. 

All this subtracts value from India’s 
crops. McKinsey, a consulting firm, esti- 
mated not long ago that after middlemen 
and poor infrastructure had taken their toll, 
a fifth of the value of food output was lost. 
For fruit and vegetables the proportion was 
twice that. Regulations discourage investors 
from improving the way food gets from field 
to shop, which would make diversification 
less risky and raise incomes. 

When Cargill, an American multinat- 
ional, tried to buy wheat direct from farmers, 
bypassing the mandi system, middlemen 
persuaded the state government to force the 
company out. But the obstacles are not al- 
ways insurmountable. Pepsi, an American 
company, has 2,000 farmers growing toma- 
toes and potatoes for processing in Punjab. 

Mr Joshi is trying to get round the small- 
farm problem by promoting a new sort of 
company, in which farmers’ land would be 
converted into an equity stake. But India 
must reform its farming industry if it is to at- 
tract big investment in food. A new policy 
unveiled by the government last summer 
suggests some of the necessary reforms, but 
it remains a draft. Meanwhile, farmers are 
getting angrier and officials are wondering 
how to cope with the next big deliveries of 
grain. The government has yet to specify a 
support price for the forthcoming wheat 
crop. The situation is “very explosive” says 
an official of India’s Planning Commission. 
Everyone but the livestock is worried. 

a 
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UNITED STATES 


New arms for a new world 


WASHINGTON, DC 


President Bush is promising the biggest shake-up in American defence policy 


for decades. Good luck to him 


ce OORAHP?” cheered the camouflaged 
soldiers, lined up on the freezing pa- 
rade ground of Cottrell Field, Fort Stewart, 
Georgia, as President George Bush, on his 
first trip as commander-in-chief, promised 
an extra $5.7 billion for military pay and 
comforts, and $2.6 billion more for research 
and development. To the cynics, it looked 
like classic policy-avoidance by photo- 
opportunity, especially when it turned out 
that only $1 billion of the money for pay was 
actually new, and since Mr Bush is asking for 
only a tiny immediate increase in the de- 
fence budget pencilled in for this year by Bill 
Clinton. In fact, the cynics look wrong. 

Behind the photo-ops, the Bush admin- 
istration is moving towards what may yet 
turn out to be the long-promised transfor- 
mation of the American defence system 
from cold-war fighting force to the high-tech 
army of the future. 

The constituent parts of this promise do 
not seem to add up to a huge amount. They 
are a hurried “strategic review” announced 
last week to help the new secretary of de- 
fence, Donald Rumsfeld, make up his mind 
what to do (the report is due by the end of 
March); the appointment to this review of 
one of the most original military thinkers in 
America, Andy Marshall, the head of the 
Pentagon’s think-tank; the power wielded in 
Washington by old defence hands such as 
Vice-President Dick Cheney and Mr Rums- 
feld; and a smattering of drastic-sounding 
promises by Mr Bush—to slash nuclear 
weapons, build an anti-missile defence sys- 
tem, and generally “challenge the status quo 
and envision a new architecture of Ameri- 
can defence for decades to come”. 

There is need for scepticism, since much 
of the current debate over American defence 
is driven by anotion that is about 80% fiction. 
This is that the armed forces face a crisis of 
recruitment and battle-readiness. Yes, there 
are a few signs of decay. More than a third of 
new recruits do not make it through their 
first term. That compares with an attrition 
rate of just over a quarter during Ronald 
Reagan’s presidency. The air force is in worse 
shape than the army or navy, and support 
aircraft (refuelling planes and so on) are in 
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worse shape than fighters and bombers. But, 
take it all in all, the picture is fairly good. 
Serving men and women now have more 
military experience than in Mr Reagan’s day, 
an average of over seven years’ service com- 
pared with four in the 1980s. The percentage 
of re-enlistments is higher than in the 1980s. 

The problem lies elsewhere: in America’s 
ageing weapons systems. For the past ten 
years the Pentagon has been on a procure- 
ment holiday. Total spending on national se- 
curity will be about $295 billion this year and 
the annual average for the past ten years is 
$305 billion (in 2001 dollars). That compares 
with $400 billion in the peak year of 1989. 

The defence department has “adjusted” 
to these reductions in two ways. First, by 
slimming down everywhere (reducing the 
number of army divisions from 18 to 10, see 
table) but not by altering the structure of the 
armed forces, which remain the same 
agglomerations of mass soldiery and heavy 
equipment they were in the cold war. And, 
second, by not buying any big new weapons 
systems, sticking instead to the 1980s genera- 
tion of arms that Mr Reagan built up. 

The immediate problem facing Mr 
Bush’s strategic review is how far to go in re- 
placing the old weapons with new technol- 





In retreat? 
Main elements of America’s armed forces 














1990 2000 
Army 
Active divisions = 18° 6: 
Reserve brigades 57 42 
Navy 
Aircraft carriers (active/reserve) 1501) 1101) 
Air wings (active/reserve) 13(2) — 10(1) 
Attack submarines 91 55 
Surface combatants 206 116 
Air Force 
Active fighterwings tit 24 (124 
Reserve fighter wings 12 7+ 
Reserve air defence squadrons 14 4 
Bombers (total) 277 190 
Marine Corps 
Marine expeditionary forces a rE 3 





Source: “Defence Policy Choices for the Bush Administration” by 
Michael O'Hanlon (forthcoming) 














That’s our boy 


ogies developed in the past 20 years. The in- 
triguing longer-term question is whether to 
combine this weapons modernisation with 
the fundamental rethinking of the armed 
forces’ task that the Clinton administration 
hesitated to carry out in the 1990s. 

The cost of the new weapons is im- 
mense. The F-22 fighter would cost over $60 
billion. The even more powerful Joint Strike 
Fighter would cost $23 billion in research 
and development, and $200 billion to pro- 
duce, making it the most expensive weapon 
ever. Add to that $65 billion for a new sub- 
marine, let alone the proposed anti-missile 
system, and you are talking real money. 

The Joint Chiefs of Staff say that they 
need $90 billion each year over the next ten 
to buy all this new armoury. The Congres- 
sional Budget Office estimates the cost at a 
still jaw-dropping $50 billion a year. People 
in the Pentagon privately argue this is not all 
that much: if you merely increased defence 
spending from 3% of national income to 4%, 
that would do nicely: an extra percentage 
point is worth $100 billion. 

This is a delusion. The problem facing 
them—and President Bush—is not the cost of 
the new weapons so much as the Bush ad- 
ministration’s decision to push ahead with a 
$1.6 trillion tax cut. Assuming this passes the 
Congress, it will change the defence outlook 
radically. The demands of the Joint Chiefs 
would then swallow more than half the re- 
maining budget surplus; even the cso esti- 
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UNITED STATES 


mate would reduce the surplus by a third. 

It seems unlikely that the Pentagon 
would get as much as it wants, considering 
that reform of Social Security and Medicare 
would make huge demands on the remain- 
ing pie. As the Brookings Institution’s Mi- 
chael O'Hanlon argues in his forthcoming 
book, “Defence Policy Choices for the Bush 
Administration”, the armed forces cannot 
buy their way out of trouble. This is presum- 
ably why Mr Bush refused to authorise an 
immediate increase in the defence budget. 

Nor can the forces easily do what the 
president occasionally suggested on the 
campaign trail: skip a whole generation of 
weapons (cancelling, say, the troubled v-22 
Osprey tilt-wing helicopter, which keeps 
crashing) and proceed directly to a “third 
generation” of weapons. This change, some- 
times called the Revolution in Military Af- 
fairs, envisions aircraft carriers being re- 
placed by unmanned “arsenal ships” 
stuffed with missiles, large infantry divi- 
sions being replaced by individual soldiers 
with all manner of high-tech arms, and 
tanks retiring into history. All these things 
may one day come to pass. But it could be up 
to20 years before that day has fully arrived, a 
worrying gap after the time when the current 
lot of weapons become obsolete. 

What to do? This is where Mr Marshall 
and the strategic review come in. Unlike pre- 
vious, largely ineffectual reviews, this one is 
in the hands of a genuinely radical thinker. 
Mr Marshall has called tanks and aircraft 
carriers “millstones”. He thinks American 
defence focuses too much on Europe and 
not enough on the geostrategic challenge of 
China. In the past he has advocated a half- 
way house between the Joint Chiefs’ de- 
mand for the whole array of vastly expen- 
sive new weapons and Mr Bush’s notion of 
skipping a generation. America, he argues, 
could cut back on some of its new arms plans 
while bringing into active service soon a few 
experimental “third-generation” weapons. 

Mr Marshall’s willingness to rethink 
America’s defence commitments when 
there is not enough money to buy everything 
everybody wants raises other questions. 
Does America need 40,000 troops in Japan 
or 70,000 in Germany, which is now sur- 
rounded by naro allies? Does it need 7,000 
nuclear weapons on full alert, and three 
weapons laboratories? Does it even need a 
“two-war strategy” (the ability to fight two 
regional conflicts simultaneously)? The 
promised review may well answer no to at 
least some of those questions. 

If that happened, the result might not be 
a Great Leap Forward into high-tech war- 
fare. But it could well be the start of a transi- 
tion that moved America away from its old, 
cold-war military ideas. Financial, techno- 
logical and bureaucratic obstacles would re- 
main. But for even beginning to plan for such 
a transition, Mr Bush deserves credit. 

i] 


Bill Clinton's reputation 


Muddier yet 


WASHINGTON, DC 


E HAS always loved the limelight. But 

perhaps even Bill Clinton is getting a bit 
tired of all the attention he has been receiv- 
ing lately. Day after day the former president 
wins almost as much coverage as his succes- 
sor—but Mr Clinton’s comes with savage 
barbs and uncomfortable questions. 

Mr Clinton’s decision to pardon Marc 
Rich will probably do more lasting damage 
to his reputation than his tryst with Monica 
Lewinsky. The Lewinsky affair produced 
millions of Clinton supporters, who thought 
he was being persecuted over a private mat- 
ter. But even his most sycophantic bag- 
handlers have failed to come forward to de- 
fend the pardon of the fugitive financier. 

Roger Adams, the Justice Department 
official in charge of reviewing pardon appli- 
cations, has told the Senate Judiciary Com- 
mittee that “none of the regular proce- 
dures...were followed” in Mr Clinton’s 
pardons of Mr Rich and his partner Pincus 
Green. The House Government Reform 
Committee has issued subpoenas intended 
to uncover any possible links between con- 
tributions to various Clinton causes (par- 
ticularly by Mr Rich’s former wife, Denise) 
and the pardon. Mr Clinton promises to co- 
operate with any “appropriate” inquiry. 

With the continuing scandals beginning 
to affect the ex-president’s earning power 
(uss Warburg has quietly scotched plans to 
hire him to speak at an investment confer- 
ence in April), Mr Clinton is scrambling to re- 
pair his reputation. He has not only returned 
a small treasure chest of furniture and finery 
to the White House. He may also move his 


Vara em 3 
At least they love him in Harlem 


future presidential office from midtown 
Manhattan to the heart of Harlem. 

This last move suggests that the former 
president has not entirely lost his touch. Mr 
Clinton was greeted by a huge crowd shout- 
ing “We love you” when he visited Harlem 
this week. Harlem is an advertisement for 
one of Mr Clinton’s best policies: creating 
economic empowerment zones to revive de- 
caying bits of America’s inner cities. And 
blacks have always been Clinton loyalists, 
growing even more enthusiastic when the 
white establishment turns against him. 

Mr Clinton still has to cut a deal with the 
city’s Republican mayor, Rudy Giuliani 
(who once prosecuted Mr Rich), to persuade 
him to relinquish a lease on behalf of the 
city’s child-welfare agency. But Harlem 
could be an ideal base for Mr Clinton’s at- 
tempts to rehabilitate himself. It would be 
especially handy if he were to run for mayor 
of New York. 

Some of his critics may be in danger of 
overplaying their hands. Talk of impeaching 
the ex-president could revive suspicions of a 
“vast right-wing conspiracy.” (George Bush 
has been careful to insist that “it’s time to 
move on.”) And some of the cash-and-carry 
charges have been exaggerated. Borsheim’s, 
the store at the heart of Giftgate, denies an 
allegation that Hillary Clinton set upa secret 
registry of goodies. All the other living ex- 
presidents helped themselves to some “per- 
sonal” effects from the White House—and 
all live pretty comfortably. Ronald Reagan 
(who once made $2m for two 20-minute lec- 
tures in Japan) let some rich friends buy him 
a $2.5m house in Bel Air. 

So far it still looks as if Mr Clinton can 
easily survive a few questions about his taste 
for White House loot. But the Marc Rich par- 
don looks dodgier by the day. That will test 
even Mr Clinton’s powers of recuperation. 
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Politics in Massachusetts 


Queen Jane 


BOSTON 


I IT really so awful to be the governor of 
Massachusetts? You might think so, given 
people’s tendency to quit the post prema- 
turely. Four years ago the Republican Bill 
Weld, explaining that he was bored with 
running the state, skipped out to lobby un- 
successfully for the ambassadorship to Mex- 
ico. Now Mr Weld’s hand-picked successor, 


Paul Cellucci, has been offered the ambassa- 
dorship to Canada. 

Lieutenant-Governor Jane Swift will 
thus become the state’s first female governor. 
She faces an unenviable mixture of troubles: 
hostile public opinion, a state legislature full 
of rivals, a slowing economy. What's more, 
she is pregnant. With twins. 

To be the first governor in the country’s 
history to give birth while in office might 
count as an honour elsewhere. But Massa- 
chusetts, despite its liberal reputation, has 
trouble with women in high office. And it 
does not seem to like Ms Smith much. 


UNITED STATES 


That may be partly because she has been 
lieutenant-governor to Mr Cellucci. She 
therefore shares the blame for some high- 
profile mishaps, notably “the Big Dig”, a 
massively disruptive and costly road project 
in Boston. Mr Cellucci’s recent victory, a $1.2 
billion state income-tax cut, threatens to 
cause problems if the economy goes into re- 
cession. Mr Cellucci’s challengers were al- 
ready lining up for the 2002 election. 

But “Queen Jane” also has problems of 
her own. A year ago there was a row because 
she had asked aides to baby-sit her infant 
daughter—she is married to a man called 
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DECATUR, GEORGIA 


T IS a cinematic cliché: the swaggering, 
untouchable sheriff, gouging local busi- 
nessmen, shooting people down, lording it 
over convicts. But in DeKalb County, in 
Georgia, it is not just a figment of the silver 
screen. All the past five sheriffs of this sub- 
urban county near Atlanta have been ac- 
cused of corruption or abuse of office. Two 
of them have killed people outside the line 
of duty. A sheriff-elect, who promised to 
clean up things, has himself been killed. 

Now DeKalb must elect a new sheriff, 
in a special election on March 2oth. Eight 
candidates have put their names forward, 
including several would-be reformers. 
None of them seems likely to succeed in 
cleaning up the sheriff’s office. 

That was just what Derwin Brown had 
promised to do before he was shot 11 times 
outside his home on December 15th. Mr 
Brown would have become sheriff two 
weeks later, having won election to the job 
on August 8th. Suspicion immediately fell 
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When sheriffs go wrong 


on the 40-odd employees of the county jail 
(about a tenth of the total) whom Mr 
Brown had pledged to fire when he took 
office. A grand jury and the entire 18-man 
staff of the DeKalb police force’s homicide 
division are investigating his “assassina- 
tion”, but have little to show for it so far. 
Those looking into dodgy dealings at 
the county jail,on the other hand, have had 
a field day. Sidney Dorsey, the incumbent 
Mr Brown defeated in the election, is ac- 
cused of sending deputies to work at his 
private security firm at the county’s ex- 
pense and inmates to work on a building 
project run by his wife,an Atlanta council- 
lor. He hired his daughter as his spokes- 
man without seeing any other candidates. 
That still pales compared with what 
his predecessors were up to. One got a con- 
tractor at the county jail to pass him wads 
of cash stuffed into styrofoam cups over 
the table at a local restaurant. Another had 
himself chauffeured around in patrol cars. 


Yet another was convicted for demanding 
a 5% pay-off on all bail bonds paid at the 
jail. As DeKalb has changed beyond recog- 
nition from a rural white county to an 
increasingly suburban and black one, the 
one constant has been the scandals in the 
sheriff's office. 

The problem is neither that DeKalb is a 
peculiarly corrupt place nor, as one belea- 
guered sheriff claimed, that the media are 
conspiring against the office. The real trou- 
ble is that the sheriff, as an elected official 
at the top of his chain of command, is en- 
tirely unsupervised. The county commis- 
sioners supply his budget, but cannot fire 
him. A sheriff can lose his job only by com- 
mitting a felony or by falling foul of an in- 
vestigating commission of fellow sher- 
iffs—or, of course, by losing an election. 

Some county commissions (including 
DeKalb’s) have tried to get round this pro- 
blem by creating a new, subordinate police 
department and cutting the sheriff's bud- 
get. In theory, that leaves the sheriff noth- 
ing todo but run the county jail. But there is 
still room for corruption in the jail, and 
nothing to stop the sheriff taking on any 
other work he feels like. The last DeKalb 
sheriff set up an anti-drug taskforce, to the 
impotent fury of the county police. 

There have been calls to abolish the of- 
fice of sheriff. The Georgia Sheriffs’ Associ- 
ation replies that its members’ traditional 
powers can be revoked only by law. Geor- 
gia’s state legislature, which would have to 
approve any change in sheriffs’ status, is 
dominated by members from rural dis- 
tricts. In these areas, the sheriff, as the most 
prominent local official, can make or break 
anelection campaign. 

No wonder, then, that so many candi- 
dates are competing to fill the vacancy in 
DeKalb. The acting sheriff has given up his 
job as boss of the county police to run for 
the post. Another hopeful says the late Mr 
Brown appeared to him in a dream and 
told him to run. The dead sheriff’s wife, 
who considered a bid herself but did not 
apply, said that none of the other candi- 
dates would do justice to her husband's 
legacy. The cinematic saga is not over yet. 
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First of her kind, plus twins 


Chuck Hunt—as well as using a state heli- 
copter for her personal use and accepting a 
large salary for a teaching job that took little 
effort. Some of these things, done by a man, 
might have been more easily forgiven. But 
Ms Swift would not apologise, and “Queen 
Jane” was born. 

She is, to be sure, only 35 years old. She 
comes from western Massachusetts, where 
people are pretty blunt. She has admitted to 
feeling out of place in the male, Irish-Catho- 
lic, Boston-centred State House. Mr Cellucci 
chose her as his running-mate two years ago, 
partly in order to attract young female voters. 
She also happened to be pregnant during the 
campaign, which won lots of publicity and 
helped to keep the campaign civilised. 

Ms Swift’s new pregnancy could buy her 
a little time. The state’s legislators will not 
want to look as if they are bullying her, ar- 
gues Geri Denterlein, a Democratic sympa- 
thiser. A lot of female voters may like a gov- 
ernor who works but also has a family life. 
Ms Denterlein has helped to organise break- 
fasts for women from both the big parties 
who, she says, found the Republican Ms 
Swift more impressive than they had ex- 
pected. But few ordinary voters will get the 
chance to breakfast with Queen Jane. And 
there will be limits to the chivalry extended 
by the male-dominated State House. 

In short, Ms Swift has a chance, but nota 
particularly big one. Much will depend on 
whether she has learned from her mistakes. 
And there is always a chance that the Demo- 
crats who will want to challenge her in next 
year’s election will get so involved in fights 
with each other that they will not have much 
time to attack the lady governor. 

Still, Ms Swift takes office under critical 
eyes. “I don’t know that there will be a huge 
margin of error,” Ms Denterlein says. History 
is also not auspicious. The best-known 
Queen Jane—the wretched Lady Jane 
Grey—lasted a mere nine days on the throne 
before the nobles sent her packing, and 
eventually to her execution. 
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The mid-west’s economy 


Down, not out 


CHICAGO 


How does America’s economy look from the country’s heartland? 


SUALLY, Chicago loves to proclaim the 

architectural glory of its soaring sky- 
scrapers. Now, it looks glumly at the rather 
banal office block which serves as the head- 
quarters of Montgomery Ward. In Decem- 
ber, after 128 years, the retailer announced 
that it was filing for bankruptcy. Some 450 
members of its head-office staff lost their 
jobs immediately. The 28,000 people it em- 
ployed in its shops and distribution system 
await their fate. 

In retrospect, Montgomery Ward’s mis- 
take may have been to assume that retailing 
was an art that only people who lived near 
Lake Michigan could understand. It spent so 
much time competing with its fellow Chica- 
goan, Sears Roebuck, that both failed to no- 
tice the growth of Wal-Mart. But the coup de 
grace was delivered by the American econ- 
omy: sluggish Christmas sales get the blame 
for Montgomery Ward’s demise. 

The end of Montgomery Ward is a harsh 
reminder to the mid-west that America’s 
current economic problems are not just a 
matter of plunging technology shares out in 
California. The Chicago Fed’s figures show a 
sharp rise in unemployment insurance 
claims in December (see chart). Energy costs 
have also hit hard: some mid-westerners’ 
heating bills have nearly doubled ina year. 

For all this, the region seems pretty confi- 
dent that the economy can still bring off a 
soft landing. Once dismissed as the “rust- 
belt”, the mid-west has reinvented itself 
over the past decade. That includes bringing 
in new high-tech businesses (some of which 
are now in trouble; two other big recent job- 
cutters are Lucent and Motorola). But the 
mid-west’s real achievement has been to 
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make its old businesses, particularly manu- 
facturing, much more productive. Chicago’s 
Mayor Richard Daley revels in the fact that 
oneineverysixjobsin thecity isin manufac- 
turing. Manufacturing is nearly twice as im- 
portant to the mid-west economy as it is to 
the national one. 

The driving force has been the car busi- 
ness. But last year sales figures dived for De- 
troit and inventories started to climb. Local 
suppliers to Ford, General Motors and 
DaimlerChrysler have all felt the conse- 
quences: Tenneco Automotive, with its 
headquarters in affluent Lake Forest, just 
north of Chicago, recently announced that 
its North American revenues were 11% down 
in the fourth quarter of last year compared 
with a year earlier. The company’s chief fi- 
nancial officer, Mark McCollum, expects 
this to be another difficult year, even though 
the company began to reduce costs early, 
cutting jobs in sales, marketing and adminis- 
tration as early as last September. Several 
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factories have been “flexing down”, sending 
workers home without pay or making them 
take holidays. 

Yet Mr McCollum is not despondent. He 
argues that a downturn was inevitable after 
the boom of the late 1990s: indeed, he says, 
there was almost a sense of relief when it fi- 
nally came. Jim Gidwitz, the boss of Conti- 
nental Materials Corporation, a family-run 
firm in downtown Chicago, takes broadly 
the same line. As yet, there has been only a 
modest softening in the sectors in which 
Continental Materials operates (principally 
construction, and the manufacture of heat- 
ers). But he regarded the Fed’s cut in interest 
rates on January 3rd as ominous. 

Over at Sears, the chief financial officer, 
Jeff Boyer, blames energy prices and inter- 
est-rate rises during the first half of 2000 for 
the slowdown in his company’s clothing 
sales towards the end of the year. Sears reck- 
ons that it takes six months for interest-rate 
changes to feed through into its customers’ 
spending patterns, so Mr Boyer is hoping for 
a corresponding pick-up in the second half 
of this year in the wake of the Fed’s recent 


monetary easing. 

Why is this downturn so difficult to 
read? Globalisation provides one answer. 
The downturn in Tenneco Automotive’s 
American business (more than half of the to- 
tal) has been partly offset by better sales in 
Latin America and Europe. Even among 
American customers, the downturn seems to 
be patchy. Giddings & Lewis, a machine 
toolmaker based in Fond du Lac, Wisconsin, 
says that many big manufacturers are hold- 
ing back on capital-equipment purchases. 
But the firm’s chief executive, Stephen Peter- 
son, points to cheering signs of a growth in 
orders from the energy industry and in or- 
ders for portable generating equipment from 
dotcom companies. 

Flexibility is another confusing factor. As 
companies get leaner and better informed, 
they are much quicker to take action. When 
DaimlerChrysler decided on production 
cuts for some models in January, it took Ten- 
neco Automotive just one day to work out 
what the implications would be for its busi- 
ness. Mr Gidwitz predicts that the downturn 
will be much more v-shaped than before, 


UNITED STATES 


with companies responding more rapidly 
both to the slowdown and to any recovery. 

The most confusing signal of all, though, 
seems to be the labour market. Unlike previ- 
ous downturns, this one has seen unem- 
ployment remain, so far, relatively low: the 
national rate rose only slightly in January to 
4.2% (though it is higher in some parts of the 
mid-west, and currently stands at 4.8% in Il- 
linois). Brachs, a confectionery company, re- 
cently took Chicago by surprise when it an- 
nounced the closure of its local factory. But 
Bill Strauss of the Chicago Fed points out that 
job losses in manufacturing are not a new 
phenomenon. Many layoffs, such as Ten- 
neco Automotive’s cutbacks in marketing, 
would have happened anyway as corporate 
restructuring ploughs on. 

In short, the mid-west’s industrialists are 
no surer than the nation’s economists or the 
politicians in Washington whether America 
is heading for a recession. The real test, sus- 
pects Mr Gidwitz, will be when “the sleep- 
less nights come, the red ink starts to flow, 
and the banks come knocking on the door.” 
= 








Wyoming's foot on 


SHERIDAN 


S POLITICIANS in the industrial mid- 
west ponder a bout of economic so- 
briety, their counterparts in a Rocky 
Mountain state are at last pouring out the 
champagne. With its native son Dick Che- 
ney in the vice-presidents house, and nat- 
ural-gas prices shattering records, the state 
of Wyomingis flying high. 

The economic boom of the 1990s 
stopped cold at the Wyoming border. 
While its neighbours, especially Colorado 
and Utah, were thriving, Wyoming saw the 
slowest economic growth of any 
Rocky Mountain state. Before the re- 
cent upswing in energy prices, the 
state government expected a bud- 
get shortfall of $183m. But now it 
has a glowing $700m surplus, 
thanks mostly to a quintupling 
of natural-gas prices in the past 
two years. 

The Cowboy State is used 
to being out of step. For Wyo- 
ming, the Great Depression 
started in 1920, and left its gen- 
eral fund overdrawn by $ım. In 
1968, after the United States had en- 
joyed a long economic expansion, 
the state’s then governor, Stanley 
Hathaway, discovered that Wyoming 
had only $80 in the general fund. 
More recently, Wyoming would have 
found itself broke by 1990, but for pay- 
ments from the federal government 
and prodigious sums squirrelled away 























the gas 


in trust funds during a decade of high en- 
ergy prices from 1973 to 1983. 

The current flush of cash comes mostly 
from soaring “severance tax” collections 
on oil and gas production, which jumped 
from $69m in 1998 to an expected $157m in 
2002. Roughly 1.5% of all severance taxes 
goes into a permanent trust fund. Last year 
this put $117m-worth of interest into the 
state’s general fund. 

What to do with the unexpected in- 
come has divided the politicians. Poor for 

most of its 111 years, Wyoming loosens 

the purse-strings reluctantly. It re- 
members with dismay that the 
$800m surplus it had in the early 
1980s had all been spent within three 
years. In his state-of-the-state ad- 
dress, Governor Jim Geringer re- 
minded his audience of a bumper- 
sticker commonly seen on Wyo- 
ming vehicles in the 1980s: “Dear 
God, please give us one more 
boom. This time we won't 
screw it up.” 
Yet the pressure to make 
up for 15 thin years is strong. 
For all its wonderful coun- 
tryside, Wyoming is poor at 
creating the sort of jobs that 
might persuade younger, 
thrusting types to move to the 
state. This was the only Rocky Moun- 
tain state to have less than a 10% 
population expansion from 1990 to 
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2000. The largest private employer in Wyo- 
ming is Wal-Mart. Many of the state’s oil 
and gas jobs tend to be temporary ones, 
and its workers are ageing fast. A recent 
state report gloomily predicted that the 
main labour force (aged 25-44), which has 
already declined from 148,446 in 1990 to 
134,480 in 1998, will level off in 2008 at a 
mere 126,560 persons. 

A particular worry is the brain drain. 
Albany County, home of the University of 
Wyoming, lost 5.6% of its population dur- 
ing the 1990s, a reduction shared by other 
university towns in the Plains states, such 
as Grand Forks in North Dakota, Vermil- 
lion in South Dakota and Manhattan in 
Kansas. Wyoming’s teachers rank 42nd in 
the country in the pay they earn, and the 
state’s only four-year college, the Univer- 
sity of Wyoming, has a total endowment of 
$ı4ım. The University of Texas at Austin, 
also with its roots in gas and oil money but 
more recently enriched by software and 
computer money, has an endowment of $2 
billion from private donations alone. 
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Life in the wilderness 


Sc THERE is something worse than losing big, after all: losing 
small. A month ago Democrats confidently predicted that 
George Bush would be a president without power—or, at the very 
least, a president who would have no choice but to drop his most 
controversial policies at the mere whiff of Democratic displeasure. 
Since then, Mr Bush has forced John Ashcroft into the Justice De- 
partment and transformed his big tax cut from a corporate fantasy 
into a near-inevitability. Now it is the Democrats who seem to be 
powerless, and Mr Bush who is steamrollering his entire agenda, 
bells and all, through Washington. What went wrong? 

The Democrats’ first problem is that they don’t know whether 
they won or lost in November. One moment Terry McAuliffe, the 
party’s new chairman, insists that if 
Florida’s Katherine Harris and the 
federal Supreme Court had not 
tampered with things, Al Gore 
would be in the White House and 
John Ashcroft would be at home 
reading Southern Partisan maga- 
zine. The next moment Maynard 
Jackson, Mr McAuliffe’s defeated 
rival, points out that, over the past 
eight years, Democrats have lost 
the White House, both houses of 
Congress, a majority of governor- 
ships and the bulk of their advan- 
tage in the state legislatures. (He 
passed over the further dismal fact 
that the Republicans will almost 
certainly gain seats in the House in 
the next redistricting.) 

This confusion about what 
happened in November makes it 
all but impossible to agree ona plan 
of action. The great thing about los- 
ing big is that you all know that you 
have to change your ways. But, if you draw, you tend to split: one 
half of the team thinks you should change direction, the other in- 
sists you should put your foot on the accelerator. 

The New Democrats argue that Al Gore threw away an easy 
victory by concentrating on class warfare rather than sticking to 
Bill Clinton’s winning formula of fiscal responsibility and smaller, 
but still activist, government. The traditionalists retort that Mr 
Gore not only won the popular vote by 500,000: he won far more 
votes than Mr Clinton ever did. Mr Gore brought an unprece- 
dented turn-out in the party’s core constituencies, blacks and 
women. But he also managed to capture the heartlands of the new 
economy, including California, New York and many of the coun- 
try’s toniest suburbs. The only reason he “lost”, they explain, was 
that Mr Clinton’s serial self-indulgences played so badly in Peoria. 

A few days after Mr Gore conceded the election he asked for a 
meeting with Mr Clinton, and told him in “uncommonly blunt 
language” that his personal behaviour had damaged the Gore 
campaign. But mostly the squabble is conducted behind the 
scenes. The Clintonites complain that Mr Gore ran the worst cam- 
paign in living memory; the Goreites retort that Mr Clinton be- 
smirched the whole party. Mr Clinton has retained control of the 
Democratic National Committee, through Mr McAuliffe. But Mr 
Gore isclearly preparing himself for another run atthe presidency: 
why else would he choose to teach in New York and Los Angeles, 
the two richest sources of Democratic money in the country, and 
Tennessee, the home state he so embarrassingly lost? 
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The Democrats are also divided on another key issue: how to l 
oppose Mr Bush. The party’s hard core argues that they should | 
treat him as an illegitimate usurper. Protesters lined the streets on 
Inauguration Day waving banners proclaiming “Hail to the thief’; 
Democratic interest groups denounced John Ashcroftas a racist, 
homophobic, Confederate-sympathising nutcase. But more mod- 
erate Democrats are nervous about such crude confrontational- 
ism, recalling what happened to Newt Gingrich when he tried to 
go head-to-head with the president and pointing to opinion polls 
which show that the majority of people want a return to civility in 
Washington. The result is a yet more split Democratic personality. 
One moment members of the Black Caucus are marching in the 
streets; the next they are cosying up 
to Mr Bush in the White House, cre- | 
ating another Republican photo- | 
opportunity. | 

Plainly, the Democrats are suf- 
fering from a bad case of White | 
House withdrawal. The presidency, 
in Mr Clinton's hands, not only 
provided them with the country’s | 
most powerful bully pulpit over 
the past eight years; it also gave 
them access to the huge brain- 
power of the federal government. 
To make it worse, Mr Bush is prov- 
ing astonishingly adept at using the 
White House to both embrace and 
divide the Democrats. 

This goes deeper than wooing 
Democrats with cute nicknames 
and party invitations. Mr Bush has 
been skilful at raiding Democratic 
think-tanks for ideas. He has also 
been skilful at shaping policies 
which have a good chance of set- 
ting Democrats at each other’s throats. His education reforms 
could turn mainstream Democrats against the teachers’ unions 
(which make up much of the party’s bedrock support). His em- 
phasis on faith-based reforms could set the party’s heavily black 
religious wing against its college-educated secular wing. 

So can George Bush sit back and prepare for eighteasy yearsin | 
the White House? Far from it. Start with a simple fact: the Demo- 
crats and the Greens, taken together, won over 3m more votes than 
the Republicans. The Democrats drew even in the money race, 
amassing as much soft money as the Republicans for the first time 
ever; they also succeeded in makingimportant advances in subur- 
bia, despite Mr Gore’s left-leaning campaign. Mr Gore won the 
Philadelphia suburb of Montgomery County by 30,000 votes, a 
district Michael Dukakis had lost by more than 60,000 in 1988. 

Moreover, the Democrats are only one seat away from taking 
over the Senate. As majority leader, Tom Daschle could make life 
very difficult for Mr Bush, just as George Mitchell made it difficult 
for his father. Even the recent scandals involving Jesse Jackson and 
Mr Clinton could help the party, by preparing the ground for a 
new, less tainted, generation of leaders. l 

The Democrats will undoubtedly be condemned to wander in 
the wilderness for some time to come. But if they can rediscover 
their old aptitude for the politics of opposition—and, above all, if 
they manage to dredge up the right lessons from the murky elec- 
toral swamps of Florida—they stand a good chance of turning a 
narrow defeat last November into a sustained majority next time. 











poate 





THE ECONOMIST FEBRUARY 17TH 2001 


THE AMERICAS 


A hug in the Colombian jungle 


BOGOTA 


President Andres Pastrana and the left-wing FARC rebels have been talking. 


There’s a long way to go yet 


6¢QLEEPING with the enemy”, the press 

called it.Looking slightly lostin a sea of 
rebels toting guns, there was Andres Pas- 
trana last week, photographed during two 
days of intensive talks in the sweltering vil- 
lage of Los Pozos. He had dared to visit the 
piece of southern jungle, the size of Switzer- 
land, thatis controlled by Colombia’s largest 
guerrilla group, the Revolutionary Armed 


lombia, to which the United States is 
contributing $1 billion, scaled down in fa- 
vour of programmes to wean poor farmers 
off growing coca. But the government has 
been pushing ahead with fumigation in the 
southern jungle province of Putumayo, 
spraying some 25,000 hectares (nearly 100 
square miles) of coca plantations from the 
air between December 19th and February 





Forces of Colombia (FARC). 
After a period in which Colom- 
bia’s efforts to achieve peace 
had swayed on the brink of col- 
lapse, President Pastrana and 
the rebel leader, Manuel Maru- 
landa, were talking again. 

Mr Pastrana’s audacity was 
roundly applauded, but there 
was less enthusiasm for what 
he managed to achieve. The up- 
shot of the talks, on February 
oth, was a 13-point agreement 
rich in well-meaning but vague 
suggestions. The firmest point 
was that the FARC agreed to re- 
start peace talks, and at a faster 
pace. In return, Mr Pastrana ex- 
tended for eight months the 
FARC’s control over its enclave, 
which was granted two years 
ago to get peace efforts going. 

A subcommittee of the ne- 
gotiating team will be set up to 
prevent the breakdown of ne- 
gotiations in the future, and there was talk of 
establishing a group of observers, perhaps 
including foreigners, to ensure that the zone 
was used only for talks and not for such ac- 
tivities as under-age troop recruitment. An- 
other subcommittee will look at ways to re- 
duce the intensity of the conflict, especially 
the use of improvised gas-cylinder mortars. 
Last weekend Jorge Briceño, the FARC’s mili- 
tary commander, admitted for the first time 
that such weapons have killed civilians, and 
said that the FARC was “investigating the 
possibility” of using such weapons only 
against military targets. 

Then there is Plan Colombia, which is 
designed to eradicate cocaine production. 
The rarc wants the military side of Plan Co- 
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ist. Most of that was in areas controlled by 
right-wing paramilitaries. The next stage of 
spraying will be in rarc-controlled areas. 
The aim is to cut the FARc’s drug income and 
force it to take the peace efforts more seri- 
ously. But tensions may well rise again. 

The biggest stumbling-block to peace 
may be the paramilitaries, who terrorise and 
murder anyone suspected of supporting the 
guerrillas. It was the government's failure to 
rein in the increasingly powerful Self-de- 
fence Union of Colombia (Auc) that caused 
the FARC—or soit said—to break off talks last 
November. Carlos Castaño, a warlord 
whose operation fans out from a mountain 
lair in northern Colombia, has built the auc 
into a force of as many as 8,000 men sup- 


ported by landowners, business interests 
and drug traffickers. Some army officers col- 
lude with it. It is believed in some quarters 
that, if the auc becomes too isolated as a re- 
sult of an anti-paramilitary drive, it will 
shrug off the shackles of its backers and de- 
velop its own bloody momentum. 

In the first sign that the army command 
recognises the political costs of being associ- 
ated with such unsavoury allies, a military 
tribunal on February 12th convicted a former 
army general in a human-rights case. Gen- 
eral Jaime Uscategui was given a 40-month 
sentence for failing to prevent a massacre of 
civilians by paramilitaries in the southern 
town of Mapiripan in 1997. 

The picture of a dovish president pulled 
in opposite directions by thugs on both right 
and leftis notentirely accurate. The army, for 
example, has become stronger since Mr Pas- 
trana came to power. It is true, 
though, that he is under great 
pressure to produce results, and 
few analysts believe he can 
achieve them. 

Parallels are already being 
drawn between Mr Pastrana 
and Israel’s former prime min- 
ister, Ehud Barak, whose search 
for peace eventually alienated 
an exasperated public and 
played into the hands of a 
hawkish successor. In Colom- 
bia, Alvaro Uribe is the name to 
watch. A right-winger who dis- 
plays far less tolerance for the 
rARc than Mr Pastrana, his 
hardline views have earned 
him some support as a possible 
candidate for the presidential 
election in 2002. 

But even if a deal with the 
FARC proves elusive, Mr Pas- 
trana may get a consolation 
prize. The government recently 
announced a “pre-accord” with the left- 
wing National Liberation Army (ELN) to set 
up another, smaller demilitarised zone for 
talks. The ELN will be allowed toconveneina 
400,000-hectare area near the oil town of 
Barrancabermeja as long as it promises to 
stop kidnapping and intimidating local peo- 
ple, who are weary of violence. 

Anincessant paramilitary campaign has 
pushed the ELN into a corner, adding to the 
group's enthusiasm to negotiate. It may be 
here that Mr Pastrana’s best hopes of ending 
his term with a peace deal lie. He can leave 
his successor, whoever he may be, to deal 
with the raRc—either at the negotiating ta- 
ble, or on the battlefield. 
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Brazil 


Flu you can use 


BRASILIA 


NASTY bout of flu kept President Fer- 

nando Henrique Cardoso in bed for 
much of the week leading up to the elections 
for presidents (ie, speakers) of the two houses 
of Brazil’s Congress on February 14th; or so 
his staff said. Whether it was real flu or the 
diplomatic kind, it enabled Mr Cardoso to 
avoid getting involved in an undignified 
scramble for power that might have torn 
apart his loose centre-right coalition. 

The presidents of the Senate and the 
Chamber of Deputies have considerable 
control over their agendas, and thus enjoy 
both power and publicity. This means the 
jobs are always worth fighting for. But this 
time the elections had become part of a 
wider struggle for space within the coalition 
between the leaders of two of its three main 
parties: Antonio Carlos Magalhaes of the 
conservative Liberal Front (PFL) and the man 
he was desperate to stop from succeeding 
him as Senate president, Jader Barbalho of 
the catch-all Brazilian Democratic Move- 
ment (PMDB). 

The two have been slinging mud at each 
other for months, but it got thicker once the 
election campaign was under way. After a 
book was published questioning Mr Magal- 
haes’s wealth and implying corruption, he 
accused Mr Barbalho of being behind it and 
rushed out a book making similar insinua- 
tions about his rival. Next, Mr Magalhaes’s 
candidate in the lower house, Inocencio Ol- 
iveira, claimed that his home telephone had 
been bugged, but was later suspected of 
planting the bug himself to gain sympathy. 
Then, in an echo of Peru’s recent political 
scandal, taped conversations were released 
to the press. They seemed to involve a group 
of deputies who had recently left the pri for 
the PMDB, suggesting they had been bribed 
to defect. 

Mr Magalhaes’s hopes were made slim- 
mer by the fact that, in the Senate, the PFL 
had no candidate to put up against Mr Bar- 
balho. On the day, not only did Mr Barbalho 
win the presidency of the upper house, but 
Mr Oliveira lost in the lower house to Aecio 
Neves, of Mr Cardoso’s Social Democrats 
(PsDB). The normally wily Mr Magalhaes had 
miscalculated: by attacking Mr Barbalho so 
fiercely he managed to unite the faction-rid- 
den rmos behind his candidacy, and also 
prompted it to strike a pact with the psp in 
which it supported Mr Barbalhoin return for 
PMDB backing for Mr Neves. 

Given the allegations against Mr Bar- 
balho, Mr Cardoso is bound to be uneasy at 
seeing him running the Senate. And though 
Mr Neves is of the president’s own party, he 
is from its pinkish, interventionist wing. But 
things could have been far worse for Mr Car- 
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doso:ifhe had risen from his sickbed to try to 
impose more loyal candidates, he would 
probably have failed. Moreover, if the mpg 
had turned out to be the big loser, it might 
have gone into opposition and invited Ita- 
mar Franco—Mr Cardoso’s predecessor and 
now bitter foe, currently the governor of Mi- 
nas Gerais state—to rejoin the party as its 
presidential candidate. As it was, the party 
that did lose, the PFL, was clearly seen to have 
brought its fate on itself, so Mr Cardoso will 
not have to try so hard to mollify it. 

In fact, Mr Cardoso has a reasonable 
chance of winning co-operation from both 
Mr Barbalho and Mr Neves, and of soothing 
Mr Magalhaes (for instance, by reminding 
him that his party still has about 80 posts in 
the federal government, including the vice- 
presidency and two ministries). So between 
now and the presidential election in late 
2002 he may make progress on some of the 
further reforms Brazil needs to sustain 
growth. Mr Cardoso’s coalition, born out of 
the inflation-busting policies he launched as 
finance minister in 1994, has already lasted 
longer than he might have hoped. With the 
economy looking stronger (growth last year, 
at 4.2%, was higher than the government's 
own estimate), the coalition may yet last long 
enough for him to regroup it next year round 
his chosen successor. 

n 





Chile 


What help for 
the temporeras? 


SANTIAGO 


T IS harvest time in Chile, and an esti- 
mated 400,000 temporary workers, over 
half of them women, are helping to pick and 
pack. Fresh fruit is Chile’s third-biggest ex- 
port industry, after mining and forestry. 
Much of the Chilean countryside could 
nowadays pass for part of California, 
covered with artificially irrigated vine- 
yards, trim orchards and modern 
packing plants. All these have brought 
new jobs for farm labourers, their 
wives, their children and, at harvest 
time, for women bused in from poor ur- 
ban areas to operate the packing plants. 
The temporeras are proud of 
their skills and of their con- 
tribution to an industry that 
has brought new wealth to 
Chile, but not much of it 
has trickled their way. 
After a 60-hour week in 
the vineyards, Isabel, a 
weather-beaten tempo- 
rary worker in Paine, 
50km (30 miles) south of 
Santiago, takes home less 


than $60. Wages in the Grateful for the work 
















packing plants can be three times as high, 
but that is often because workers, on piece- 
work rates, put in a 14- or even 16-hour day. 
According to Francisca Rodriguez of Ana- 
muti, one of the few national organisations 
that represent temporary farm workers, 
sheer pressure of work often leads to the ille- 
gal use of stimulants, which are sometimes 
supplied by employers. 

The labour practices of large fruit farms 
are usually better than those of small pro- 
ducers; but long hours, lack of formal con- 
tracts and the absence of basic facilities, such 
as drinking water and lavatories, mean that 
even minimum safety standards are some- 
times broken. On February sth, a farm bus 
built to carry 45 passengers plunged into a 
river near the city of Rancagua, killing two 
temporeras and two children and injuring 
many more. There were 70 people on board. 

According to temporeras, conditions 
have worsened this year. Wages have not in- 
creased and, in some areas, they have fallen. 
That may be because Chile’s job market has 
yet to recover from a recession in 1999, but, in 
Paine, Isabel and her friends have a different 
explanation. Last year’s harvest coincided 
with a presidential election: their boss, who 
was backing the right-wing candidate, sud- 
denly produced free transport and chemical 
lavatories. His candidate still lost. 

The government’s Labour Office, the 
main organisation responsible for enforcing 
labour laws, says the fruit industry is hard to 
police. For a start, it has fewer than 500 in- 
spectors to check all the country’s busi- 
nesses, including some 12,000 fruit farms. 
Farm labour is also hard to track. It is mostly 
informal, and the workers themselves, keen 
toearn money while they can, are often sus- 
picious of government inspectors. 

Luis Schmidt, the president of the Fruit 
Producers’ Federation, admits that labour- 
law infringements expose Chile’s fruit ex- 
ports to the risk of complaints from produc- 

ers in other countries. However, he says 
that Chile’s farmers are trapped by 
laws designed with long-term em- 
ployees in mind. A rigid social- 
security law, for example, means 

that temporeras often do not 
want contracts, which jeopar- 
dise the benefits they get 
through their husbands or 
by registering as unem- 
ployed. Similarly, many farm- 
ers would like to train tempo- 
rary labourers, but find it hard 
to qualify for tax breaks that 
have been designed for firms 
with long-term employees. 
When President Ricardo 
Lagos, a moderate socialist, 
took office last March, he 
promised the temporeras a 
better deal. So far, his gov- 
ernment has concentrated on 
limited goals, such as educating 
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workers to wear protective clothing during 
spraying and providing temporary child 
care at harvest time. 

Other changes, including allowing 
temporary workers to form unions, hinge on 
a wider reform of labour laws to be debated 
by Congress this year. But that will be a slow 
business, and a bit of tinkering with existing 
laws, adapting them to the realities of fruit 
farming, might do more for the lives of the 
women who pick the grapes. 





Mexico 
How tough can 
Fox be? 


MEXICO CITY 


HROWING his weight around is not 

something that Mexico’s new president, 
Vicente Fox, has had to do much. Since tak- 
ing over the country in December after 71 
years of rule by the Institutional Revolution- 
ary Party (prt), he has handled delicate situa- 
tions, such as the budget talks and an elec- 
toral squabble in the state of Tabasco, with a 
mixture of quiet diplomacy and patience. It 
has worked well—up to now. Another elec- 
toral dispute, this time in the south-eastern 
peninsular state of Yucatan, is giving Mr Fox 
the first real test of his authority. 

It started in October, when opposition 
parties in Yucatan complained that the pri- 
dominated state congress had packed the 
electoral council, which will run this May’s 
election for the state’s governorship, with pri 
sympathisers. The federal electoral tribunal, 
a sort of electoral supreme court, agreed, and 
ordered the congress to pick a new council. 

That in itself was unprecedented. Dur- 
ing prt rule, the tribunal had been little more 
than a tool of the regime. Yucatan’s state con- 
gress obeyed the electoral tribunal and chose 
anew council, but the opposition said that it 
was just as loaded as the first one. The tribu- 
nal agreed again, and in December named a 
new council itself and ordered the original 
councillors to hand over their offices and re- 
sources to the new ones. 

They refused. Rowdy pri supporters 
barricaded themselves into the council’s of- 
fices. Yucatan’s quixotic pri governor, Victor 
Cervera, rallied his followers with stirring 
speeches in the plaza of the state capital, Me- 
rida, denouncing the federal government's 
attempts to trespass on the state’s sover- 
eignty. The federal government threatened 
to send in its police to retake the council by 
force if it was not handed over by the tribu- 
nal’s deadline of February 1oth. But as that 
deadline passed, and then another, it be- 
came clear that Mr Fox’s resolve was not 
quite as strong as he had suggested. 

No wonder. After seven decades of a sys- 
tem in which presidents had almost total 
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HIS week, on St Valentine’s day, a 

mass nude wedding took place at He- 
donism III, a holiday resort in Jamaica. It 
was touch and go. “Indecent”, thundered 
the outraged mayor of Spanish Town: “No 
government should allow this type of be- 
haviour in a country guided by Christian 
principles.” It was “begging for the wrath 
of God,” said a prominent Pentecostal 
leader. 

Jamaica markets itself as a free-and- 
easy place, but when it comes to sexual 
mores it can be startlingly prudish. The 
same is true of most other Caribbean 
countries, and it shows up particularly in 
their laws relating to homosexuals. 

Most English-speaking islands 
threaten their gay male citizens with 
imprisonment. The laws are rarely en- 
forced, but they matter. Police may ignore 
crimes if the victim is gay, and therefore a 
“criminal” too. Dance-hall lyrics in Ja- 
maica seem toencourage the tauntingand 
violence gays often encounter there: 
“Boom bye-bye in a batty-boy head,” is a 
refrain that means, “Shoot a gay man.” 

Many Caribbean politicians privately 
admit that their laws are antiquated. But if 
they say so in public, the reaction can be 
fearsome. Dominica’s attorney-general, 
Bernard Wiltshire, dared hint in Decem- 
ber that his island’s laws were unfair. He 
has been cruelly pilloried in the press, on 
radio and in Carnival calypsos. 

Most politicians court easy popular- 
ity. “Nobody ever sing ‘Boom bye-bye’ for 
me,” says Jamaica’s elderly opposition 
leader, Eddie Seaga. “I am not one,” says 
the prime minister, PJ. Patterson: “We 
have no intention whatsoever of chang- 





Boom bye-bye batty—boy 


ing those laws.” In Trinidad, an anti- 
discrimination law has been carefully 
crafted to exclude sexual orientation. A 
constitutional amendment outlawing dis- 
crimination, including the sexual-ori- 
entation kind, was unanimously passed 
in Guyana last month, but the president 
will not sign it and itis likely to lapse. 

A handful of Caribbean countries 
have had to change without debate. On 
January 1st, in line with its obligations un- 
der European human-rights treaties, Brit- 
ain reformed the laws of its five tiny Ca- 
ribbean Overseas Territories. They must 
now stop treating homosexuals as crimi- 
nals. Church ministers in the Cayman Is- 
lands are getting up a petition in protest, 
but they do not expect Britain to listen. 
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Less tolerant than they look 








power, it does Mr Fox no good to appear 
authoritarian. Particularly not now, when he 
is trying to resolve the long-running guerrilla 
conflict in the state of Chiapas with a softly- 
softly approach, and has George Bush drop- 
ping by fora visit on the 16th. 

Yet it does him no good to appear weak 
either. The prt still rules in 19 of the 31 states 
(excluding the capital). Mr Cervera is not the 
first to try his luck—the row in Tabasco was 
over the attempt by that state’s outgoing 
governor, Roberto Madrazo, to twist the elec- 
tion in favour of his chosen successor—and 
he will probably not be the last. pri presi- 
dents used to resolve disputes between the 
states and the centre by deal-making, but Mr 
Fox has to rule, or at least look as if he is rul- 
ing, in a legal and upright fashion. 

Mr Cervera is no stranger to playing 
around with the law. Although governors 
are supposedly limited to one six-year term, 


he has contrived to notch up a total of ten 
years, on and off, in Yucatan’s seat of power 
by haggling with pri presidents. He is fam- 
ous for handing out thousands of bicycles 
and washing machines, supposedly on 
credit, to loyal supporters. He is a classic ex- 
ample of the old-style regional strongmen 
who flourished under the pri and, though 
few are quite as blatant, he would set an un- 
comfortable precedent if he won a show- 
down with Mr Fox’s government. 

On February 15th, the federal govern- 
ment had backed away from its threat to 
send in the police. Mr Cervera and his sup- 
porters have said they may accept a fourth 
electoral council, formed by some sort of 
consensus. The upshot for Yucatan may be 
the same. But for Mr Fox it would be a tacit 
admission that he cannot yet make Mexico's 
laws and institutions work as they should. 

a | 
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Hope in the Horn 


ADDIS ABABA AND ASMARA 


The creation of a United Nations buffer zone between Ethiopia and Eritrea 
should spell the end of a bitter border war. But some basic problems endure 


twisted metal-and-tarpaulin shanties. Ev- 
ery building save the church was demol- 
ished during the Eritrean retreat, and the 
main road is mashed by tank tracks. Strips of 
corrugated iron give shade to civilians, who 
this week watched Ethiopian soldiers pull 
back from positions around Senafe. 
Ethiopia’s claim to Zalambessa is based 
on administrative history: it ran the town, as 
indicated by its ruined customs post and 
central-bank branch, and the 





(79 E ARE doomed to 

succeed here,” chuck- 
les Legwaila Joseph Legwaila, 
the United Nations special 
representative for Ethiopia and 
Eritrea. He has reason to be 
cheerful: his staff have recently 
persuaded those two countries 
to start implementing the deal 
that ended their two-year war 
last December. Ethiopia has al- 
ready begun pulling its troops 
back from the front line. Eritrea 
was due to follow suit this 
week. By March 3rd, the rival 
armies should be separated by 
a buffer zone of 25km (15 
miles)—the maximum range of 
most artillery in the area. 
Peacekeepers will then fill the 
gap, a special commission will 
decide exactly where the border should run, 
anda nasty dispute will be laid to rest. 

Alas, as Mr Legwaila knows, it is unlikely 
to be so simple. The uN would like a quick 
African success, after troubled peacekeeping 
forays into even messier conflicts in Somalia, 
Rwanda and Sierra Leone. But this mission 
could also get bogged down amid squabbles 
over the demarcation of the border. After all, 
the war itself quickly escalated from a minor 
border dispute into a ferocious and pro- 
tracted fight that cost between 20,000 and 
100,000 lives. The two sides fought one an- 
other to a standstill last June before agreeing 
to come to peace. The legacy of vitriolic pro- 
paganda and mass deportations will 
be hard to overcome. So will the bit- 
terness between the countries’ lead- 
ers, Meles Zenawi of Ethiopia and Is- 
saias Afewerki of Eritrea, whose 
once-firm friendship helped smooth 
Eritrea’s peaceful secession from Ethi- 
opia in 1993. To get this far, Mr Leg- 
waila concedes, he has had to nurse 
“some very sensitive egos”. 

At least there are now some UN 
soldiers on the ground—although a 
Jordanian contingent, which turned 
up five weeks ago, has not yet left its 
airport camp at Barentu. The peace- 
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keepers’ positions reflect the fortunes of bat- 
tle, rather than the merits of the two sides’ 
territorial claims. Ethiopia had the best of the 
fighting, and so its troops now sit deep in Eri- 
trean territory. In the west they advanced 
over fertile plains as far as Barentu, and in the 
east they struggled half-way across the des- 
ert that divides landlocked Ethiopia from 
the portof Assab. But the fiercest battles were 
in the centre, where both countries claimed 
towns such as Zalambessa. 

That prize, too, is now in the Ethiopians’ 
hands, though it will do them little good. 
Once a bustling border town, Zalambessa 
has become a heap of rubble, punctuated by 





A UN buffer zone 


Ethiopian 
advances in 2000 


== 1993 border 


= Road 


tattered advertisements for 
Pepsi (Eritreans drink Coke). To 
bolster their position, Ethiopian 
soldiers have built a new wall 
and trench along the northern 
edge of town. Eritrea’s claim de- 
pends on cartography: almost 
every map issued since colonial 
times shows Zalambessa, and 
many other areas now claimed 
by Ethiopia, in Eritrean territory. 
And if colonial lines are ignored, 
says Eritrea, then all of Africa’s 
borders will be up for grabs. 

The hope is that a commis- 
sion of five lawyers will now re- 
solve what two years of fighting 
could not—in Zalambessa and 
all along the border. Each side 
has nominated two of them, 
who will together select a fifth as 
a neutral tie-breaker. The commission is 
supposed to demarcate the border based on 
the historical record. But it will doubtless 
make allowance for the fact that Ethiopia 
has the upper hand militarily. The whole 
business will almost certainly be acrimoni- 
ous as well as time-consuming. 

Not all the disputes are territorial. The 
Red Cross says only 1,000 prisoners of war 
have been sent home, leaving at least an- 
other 2,500 still in captivity, in addition to 
unknown numbers of civilian detainees. 
Demobilisation will also be difficult. Over 
500,000 men and women are still under 
arms, and each side plans to demob just 

60,000 troops this year. Even that 
paltry effort will depend on hand- 
outs from the World Bank and other 
donors. 

Hundreds of thousands of refu- 
gees will now want to head home 
from makeshift camps, mainly in 

Eritrea. But those returning to places 
like Shambuko will be disappointed. 
Their homes have been blown to bits, 
hulks of burnt-out tanks litter the 
streets and red triangles flutter gaily 
all over the town warning of unex- 
ploded bombs and landmines. 

But the civilians must get home 
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soon, to plant crops before the rains start, 
which is usually in May. The World Food 
Programme says that as many as 9m people 
may need aid this year in the two countries 
because of drought and war. Any economic 
recovery, in Eritrea in particular, depends on 
getting soldiers and refugees back into the 
fields. With luck, the two sides will have 
more important things to do than argue. 





Algeria 
Sour cherry 


CAIRO 


UCH faith was put in the “Bouteflika 
effect”. When Abdelaziz Bouteflika 

was elected Algeria’s president in April 1999, 
many people persuaded themselves that all 
would be well, or at least better. His election 
victory may have been manufactured, his 
policies vague and his dependence on the 
army clear, but at least he promised to put 
Algeria’s seven-year insurrection to an end. 

Less than two years later, the faith has 
evaporated. Mr Bouteflika and the army 
leaders who gave him the job are locked ina 
power struggle. Meanwhile, massacres and 
ambushes continue in the countryside. On 
February 11th, for example, guerrillas slaugh- 
tered 27 civilians, including 13 children. As 
ever, there was no wholly plausible explana- 
tion for the violence, nor for the army’s fail- 
ure to crush those who had committed it. 

The president is facing an unprece- 
dented wave of criticism from the Algerian 
press, and even from the parties in the gov- 
ernment coalition. They say that he does not 
consult with people, that he travels abroad 
too much and, most damningly, that his 
“civil concord” peace initiative has failed. 
They even say that the amnesty he champi- 
oned for Islamic militants who have surren- 
dered has fuelled an increase in violence by 
giving the impression that there is no need to 
fear punishment. According to one analyst, 
Mr Bouteflika “has become isolated, and 
there is an attempt to lumber him with more 
than his fair share of responsibility. It is a 
sign that relations between him and the 
army are in crisis.” A recent newspaper edi- 
torial put it more bluntly. It said that the sol- 
diers regretted having chosen Mr Bouteflika. 

The dispute between the president and 
senior officers is more about influence than 
political vision. Mr Bouteflika was brought 
in to polish the regime’s image after years of 
bloodshed. But, saying that he does not want 
to be “the cherry on the cake”, the president 
has been trying to exercise his full constitu- 
tional powers, including the appointment of 
top officials. The army, long accustomed to 
running the country from the shadows, re- 
sents this encroachment. 

The soldiers are also disappointed by Mr 
Bouteflika’s failure to shield them from an 
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An odd sort of concord 


unending flow of embarrassing questions 
from human-rights organisations. Despite 
inviting such groups to visit Algeria, Mr Bou- 
teflika has not succeeded in stemming their 
criticism. Former officers continue to accuse 





the army of involvement in past massacres— 
prompting pressure-groups to demand in- 
terviews with the top brass. 

Meanwhile, after falling for a few years, 
violence is on the increase again. Over 500 
people have been slaughtered in the past 
two months. Shadowy bands of killers con- 
tinue to wipe outentire families in attacks on 
isolated communities in western Algeria. 
The army’s intelligence is not good, and the 
militants do not follow a predictable strat- 
egy. Some people, however, suspect that the 
killings suit the broader purposes of those in 
power. They show that “civil concord” is a 
myth—so the army must keep control. 

More worrying for the generals, say dip- 
lomats, is the number of soldiers killed by 
the Salafist Group for Preaching and Com- 
bat, which operates in the centre of the 
country. Rumours speak of some 200 sol- 
diers recently killed in efficient assaults. Un- 
like the throat-slitters of western Algeria, the 
Salafis confine their attacks to military tar- 
gets. The army has recently bombarded the 
group’s hideouts in the forest of Sidi Ali Bou- 
nab, but the results are uncertain. Indeed, 
the entire military situation, like most press- 
ing questions in Algeria, is opaque. 

m 





Nigeria 


Bill, borrow and embezzle 


ABUJA 


OUNDING only faintly embarrassed, 

President Olusegun Obasanjo claims 
that his government has no choice but to 
build the grand new stadium going up near 
the capital, Abuja. After all, it inherited the 
decision to hold the 2003 All-Africa Games 
in Nigeria from the military regime that 
came before it. But some spoilsports still 
wonder why a country that recently had to 
reschedule $23 billion of for- 
eign debt is building a sta- 
dium due to cost at least 38 
billion naira (around $347m 
at the official exchange rate). 
That is roughly the amount 
the government has bud- 
geted for recurrent spending 
on education this year, and 
twice what it plans to spend 
on health. 

Nigeria already has 
plenty of stadiums: in 1999 it 
held the Fıra World Youth 
Championships in eight in- 
ternational-sized grounds, 
including a huge one in La- 
gos, the country’s commer- 
cial hub. But Lagos is in the 
south, and Abuja in the 
north. Mr Obasanjo ex- 
plained that the stadium 
was being built for “politi- 








cal” reasons. It is a question of prestige: 
northern bigwigs are determined to have a 
stadium in their patch. 

The project is just one of several issues 
that have made people question Mr Oba- 
sanjo’s priorities. Before his election in 1999, 
the soldier-turned-politician was a member 
of the board of Transparency International, 
a Berlin-based group that campaigns against 
graft. He promised, in his in- 
augural speech, to wage an 
unceasing fight against the 
corruption that bedevils his 
country, and to assert the 
rule of law. Later, he set up a 
new anti-corruption agency. 

Despite Mr Obasanjo’s 
professed zeal, however, 
only one senior official—the 
head of the country’s avia- 
tion authority—has been 
sacked for corruption, and 
notone has been jailed. Law- 
makers have mocked at- 
tempts by the police to in- 
vestigate mps for corruption. 
Graft remains as mucha part 
of doing business in Nigeria 
as ever, including, it appears, 
in the instigation of big-bud- 
get infrastructure projects 
thatallow plenty of room for 
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kickbacks to senior officials. 
Mr Obasanjo has also talked a lot, but 
done little, about enforcing the rule of law 
and the constitution. The governors of eight 
mainly Muslim northern states have 
stretched the constitution to introduce their 
own form of Islamic law. Judges in one of 
those states, Zamfara, recently ordered the 
public caning of a 17-year-old girl who had 
become pregnant after being raped by three 
men. Last year, Mr Obasanjo said such pun- 
ishments offended human rights, but he has 
done nothing since to stop them. He has also 
-, allowed southern, largely Christian, states to 
get away with equally suspect schemes for 
vigilante justice. 

Meanwhile, life has not improved for the 
average Nigerian, who must put up with 
continuing fuel shortages, power cuts and 
mind-numbing bureaucracy. Perhaps with 
these failings in mind, Mr Obasanjo dis- 
~ solved his cabinet last month. In came ten 
new ministers, including a banker and an in- 
dustrialist who had never worked for the 
government before. Nigerians hope that the 
new team may at last bring about a change 
or two—other than building another splen- 
did stadium. 





Palestinians 


Shaky solidarity 


CAIRO 


TH intifada is exacting not only an ap- 

palling human toll, but also an economic 
one. According to a recent UN report, unem- 
ployment in the Palestinian territories has 
tripled, to 38%. Absolute poverty has grown 
by 50%. cpr has fallen by half. The total loss 
so far—excluding damage to property and 
the cost of looking after 11,000 injured Pal- 
estinians—is put at $1.15 billion. 

Four months ago, amid general fervour, 
Arab governments promised to spend $1 bil- 
lion.to help the Palestinians. So far, precious 
little has arrived. With the exception of some 
generous private donations, and the $10,000 
-rewards that the Iraqi leader, Saddam Hus- 
sein, is dispensing, promptly and efficiently, 
to the families of Palestinian “martyrs”, Arab 
aid is sunk in bureaucratic wrangling. 

“Nothing has been received yet,” says a 
‘senior Palestinian official at the Arab League. 
Though $1 billion may have been promised 
by Arab leaders, he says, the commitments 
from governments add up to only $600m. 
Less than half of that has actually arrived in 
the designated account at Saudi Arabia’s Is- 
lamic Investment Bank, and only $7om has 
been earmarked for projects. Virtually noth- 

~ ing has been disbursed. Yet at a meeting of 
Arab foreign ministers last week, the talk 
was still of methods and means, not of the 


& urgent need to hand over the money. 


Part of the trouble is said to lie in the diffi- 
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| Zimbabwe's beans and bicycles 


HARARE 


| FFICIALLY, one American dollar will 

buy you 55 of the Zimbabwean kind. 
But Harare’s money-changers will hap- 
pily give 70 or 80, unless you ask for a re- 
ceipt, while industrialists looking for for- 
eign exchange must part with anything up 
| to 100 Zim dollars to get hold of a single 
greenback. With hyperinflation looming, 
| no one wants to hold the local currency. 
| All this is illegal, but Zimbabwe's insane 
| currency controls have made criminals of 
many honest people. 

Zimbabweans cope with the shortage 
of the dollars that count in various ways. 
The government grabs them from other 
| people. On February 9th, it told the coun- 
| try’s banks to start selling all their hard- 
| currency inflows to the central bank and 
the state petrol-importing monopoly, at 
the official rate. It said that Zimbabwean 
embassies abroad face power cuts be- 
cause they cannot pay their bills. But if 
staffin Moscow felt chilly, the grab did not 
| warm them. Exporters told their custom- 
ers to delay payments. Hard-currency in- 
flows fell by some 90%, forcing the govern- 
mentto relent. 

Businessfolk were re- 
lieved. The economy is so 
stormy that many exporters 
stay afloat only by selling 
American dollars on the black 
market. Others try to keep 
| their foreign eamings off- 
shore. This is not easy, since 
most sell tobacco, gold, roses 
and other goods that can be 
| observed and recorded as 
they leave the country. But 
some quietly set up overseas 
subsidiaries to buy their own 
products at artificially low 
prices. The subsidiary then 








one ene i 


sells the goods to the real buyer, and keeps 
the proceeds abroad. 

Since petrol, which mustbeimported, | 
is scarce, some employers give their staff 
bicycles, But the two local bicycle makers 
have gone bust, so bicycles must be im- 
ported too. Where possible, local products 
are substituted for imports. One firm, for 
example, has devised a way to make glue | 
using oil from locally-grown castor beans | 
instead of petroleum-based chemicals. 
But even the simplest products often have 
imported components. One manufac- 
turer found it could not make first-aid kits, 
because it could not obtain zips for the 
bags. The local zip-maker had no dollars 
to import small but essential metal studs. 
Anorder worth $8,000 was lost for want of 
perhaps $100 in hard cash. 

Rich individuals are putting their sav- | 
ings into tangible assets, though not 
houses or land, which they fear the gov- 
ernment may seize. Instead, they buy 
movable goods such as cars or jewellery. 
Unlike the Zimbabwean dollar, such as- 
sets do not lose half their value every year. 
Jewellery is also an easy way to move 
money abroad. Wear it 
on the plane, sell it in 
London, and leave the 
money there. The poor 
have fewer options. A 
typical unskilled wage 
now buys a loaf of bread 
and a litre of milk a day, 
plus the bus fare to work, 
For most poor Zimba- | 
bweans, the only hedge 
against inflation is to 
plant maize in the back 
yard and hope they can 
harvest it before their 
landlord evicts them. 








culty of securing Israeli permission for Arab 
officials to visit the West Bank and Gaza. 
More critically, many Arab states object to 
paying direct subventions to the Palestinian 
National Authority, the de facto government 
run by Yasser Arafat. Some countries doubt 
that the money will ever reach its intended 
recipients, while others, such as Libya, com- 
plain that Mr Arafat has conceded too much 
to Israel. The Palestinians find it ironic that 
their fellow Arabs are demanding firmer 
standards of openness and accountability 
than European countries, which have 
stumped up emergency aid while encourag- 
ing Israel to loosen its economic blockade. 
Well spent or not, the money is desper- 
ately needed. At the moment, the rna is bor- 
rowing at commercial rates in order to pay its 





115,000 employees—who between them 
support one in four Palestinian families. 
“There is serious potential for a collapse of 
Palestinian government institutions,” saysa 
UN economist in Gaza. 

But the hardest impact is being felt by or- 
dinary Palestinians. About half of them 
have lost their primary source of income, 
and many have already run through their 
savings, according to the same economist; 
ım are now living below the World Bank’s 
poverty line of $15 a week. In the meantime, 
they are paying the same, if not higher, prices 
for essential goods as Israelis, whose average 
income is $350 a week. The Palestinians are 
not yet starving, but they may be before the 
promised Arab aid arrives. 
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EUROPE 


Remaking Yugoslavia 


BELGRADE AND BUJANOVAC 


The new and overlapping governments of Yugoslavia and Serbia are starting 
to tackle a host of problems, some with more success than others 


Te can be few ex-communist coun- 
tries in Europe where the tone and rheto- 
ric of government have recently undergone 
so dramatic a change. For most of the past 
decade, Serbia’s disgraced tyrant, Slobodan 
Milosevic, told his compatriots that their 
deepening poverty and isolation were en- 
tirely the fault of a malicious West. The pro- 
paganda of ethnic hatred and “splendid iso- 
lation” was a perfect smokescreen for the 
theft of billions of dollars’ worth of state as- 
sets and the criminalisation of Serbia’s econ- 
omy. Now the smoke has blown away. 
Whatever Mr Milosevic’s successors 
stand for, it is not isolation. Faced with grow- 
ing insecurity in the south, where ethnic- 
Albanian guerrillas operate close to Kosovo, 
the new masters in Belgrade are seeking and 
to some extent getting the help of Nao, the 
alliance that less than two years ago, during 
an 11-week air war that forced Serbia to sur- 
render control of Kosovo, seemed to be the 
Serbs’ eternal foe. Meanwhile, the job of 
nursing Yugoslavia’s ruined public finances 
back to health is in the hands of multilingual 
sophisticates, some of them from Serbia’s 
far-flung diaspora, who have been telling 
western governments they want to replace 


the secretiveness of the Milosevic era with 
almost unlimited candour. 

If a change of style were all Serbia 
needed, everything would be on track for a 
rapid improvement in the country’s lot. But 
several interlocking problems need tackling 
before anyone can be confident of Serbia’s 
living happily ever after. The most pressing is 
the skirmishing between ethnic-Albanian 
fighters and Serbia’s army and police ina 
strip of land on the eastern edge of NaTO-oc- 
cupied Kosovo. The daily exchange of small- 
arms fire in the Presevo valley is also viewed 
at NATO headquarters as one of the most seri- 
ous issues facing the alliance, partly because 
itcould cause tensions to snap between Slavs 
and Albanians in nearby Macedonia. 

Back in Belgrade, the constitutional fu- 
ture of the rump Yugoslav federation of Ser- 
bia and tiny Montenegro isstill painfully un- 
resolved. A general election is to be held in 
Montenegro in April, probably followed by 
a referendum on full independence in June. 
Whatever course the Montenegrins choose, 
the constitutional confusion is unsettling 
politics among Serbs in Belgrade. 

Though nobody there exercises much 
influence in Montenegro at present, Serbia 


has in effect two governments. One is the 
“federal” administration headed by Vojislav 
Kostunica, who became Yugoslavia’s presi- 
dentafter the uprising that ousted Mr Milos- 
evic last October; the other is that of Serbia 
alone, where a sometimes quarrelsome co- 
alition took office last month under Zoran 
Djindjic as prime minister. 

Tomake matters worse, there is open dis- 
cord among these Belgrade-based govern- 
ments on a range of policies, including how 
to deal with the insurgency in the south and 
how enthusiastically and rapidly to co- 
operate with the un’s war-crimes tribunal in 
The Hague, which wants to try Mr Milosevic 
and at least a dozen other top Serbs. Much as 
the politicians in Belgrade would like to do 
so, they cannot long put off this issue. The 
United States has said that, from March 3ist, 
it will block Yugoslavia’s reintegration with 
the imr and other international financial in- 
stitutions unless it has begun seriously to co- 
operate with the war-crimes court. 


Who'll try Milosevic? 
Mr Kostunica, a constitutional lawyer and 
moderate nationalist, has continued to 
question the tribunal's legitimacy. The most 
urgent priority, he insists, is to bring Mr Mil- 
osevic before a court in Belgrade. Though the 
idea of trying the disgraced leader in his own 
country is increasingly popular among 
Serbs, the notion of extraditing him to a for- 
eign courtis too bitter a pill for many of them 
to swallow—and contrary to Yugoslav law as 
it now stands. 

Senior people in the federal and Serbian 
governments have drafted legislation to pro- 
vide for a trial in Belgrade under the joint au- 
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PRISTINA 


ITH his blackthorn stick, formal 

bearing and tough talk of “zero toler- 
ance”, Christopher Albiston is a police- 
man’s policeman. But the uN’s new police 
chief in Kosovo, a 48-year-old veteran of 
the Royal Ulster Constabulary, 
may soon feel that the problems 
of Northern Ireland are simple 
compared with the devil’s brew 
he has now taken on. 

With nato and the un run- 
ning Kosovo as a virtual protec- 
torate, there is one peacekeeping 
serviceman, or foreign or local 
| police officer, for every 36 of its 
18m people—one of the highest 
ratios in the world. But then Ko- 
| sovo’s guardians face a complex 
mixture of threats: an ethnic 
stand-off in the town of Mitrov- 
ica, a small war to Kosovo's east, 
and plain old-fashioned crime. 

In this volatile mess, one of 
| Mr Albiston’s most urgent tasks is 
| not just to arbitrate between eth- 
nic Serbs and Albanians but to 
improve relations between his 
multinational police force and 
the French section of nato’s Kfor mission: 
each accuses the other of being unhelpful. 

But his hardest task is simply to tackle 
crime. Despite Kosovo’s ethnic hatreds, the 
criminal clans of all stripes readily co-op- 
erate in Kosovo's lively underworld. So too 
do the Macedonians, Montenegrins and 
other East Europeans who do a thriving 
trade in weapons, illegal immigrants, 
drugs, prostitutes, cigarettes, petrol and 





muchelse. 

Kosovo worried the world’s crime- 
fighters long before nato moved in. It lies 
across the drug route westward from Af- 
ghanistan, Pakistan and Turkey, in an area, 





between Albania, Bulgaria, Macedonia 
and Montenegro, where frontier controls 
are less than watertight. Every month four 
to eight tonnes of heroin are thought to 
pass westward through the Balkans. When 
Norway’s police last month made their 
biggest-ever heroin haul, they arrested a 
couple of ex-guerrilla Kosovars. 

These days, however, most of the drug 
traffic skirts round Kosovo, because NATO 


might also spot lorries filled with narcotics. 
What does flood through the province is a 
river of young women from Moldova, Ro- 
mania, Bulgaria and Ukraine, lured by of- 
fers of fictitious jobs in Western Europe 
and then sold into sex-slavery. 

After ten years of war, the Balkans are | 
also awash with weapons, from pistols to | 
heavy mortars. The anti-tank | 
rocket fired at a British intelligence | 
headquarters in London last au- 
tumn by the Real ira may have 
come from Kosovo. In a society 
traditionally armed and witha fe- | 
rocious appetite for domestic and 
clan violence, where the rules of | 
the medieval blood feud often still 
hold good, armed crime and kid- 
nappings are both common. 

To fight all this, the un fields 
3,500-plus policemen from 40-odd 

countries; many bring their own | 
intelligence agencies along. Some 
policemen, such as the Northern 
Irish, Canadians, Austrians, | 
Scandinavians and Egyptians, 
are doing better than others. Mr 
Albiston has to make it all work. 
A new organised-crime intelli- 
gence unit, in which 17 of the 30 
officers are British, is cited as one 
example of the un’s determination to get 
tougher; so too are draconian anti-terro- 
rism laws now being drafted. But both the 
new police chief and Hans Haekkerup, the 
Dane who has just started running Kosovo 
for the un, will have to convince the world 
(including the criminals) that they will not 
condone crime—as their predecessors 
were sometimes thought to do—when the 
criminals have political friends. 
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thority of the Hague court and the Yugoslav 
judiciary. If this proves unworkable, the au- 
thorities in Belgrade may still insist on hold- 
ing at least a short trial before packing their 
ex-president off to the Netherlands. 

As Mr Kostunica weighs the political 
odds, his economic advisers are pointing out 
some hard realities. Though Yugoslavia can 
live without the small amount of direct aid 
promised by the Americans, it cannot easily 
manage without help from multilateral 
lenders, since it urgently needs to reschedule 
an external debt of perhaps $12 billion. Its 
nominal cpr has fallen by half over the past 
decade, to only $10 billion. And the Yugoslav 
state owes another $4.5 billion to its own citi- 
zens, whose hard-currency bank accounts 
are frozen, and as much again in debts de- 
nominated in local dinars. 

Miroljub Labus, the Yugoslav deputy 
prime minister, has said he believes it should 
be possible to negotiate some sizeable debt 
relief within four months, but not if the 
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country is again isolated because of its lack 
of co-operation with the court at The Hague, 
and not if a complex divorce with Montene- 
gro also has to be arranged. 

Atleast there is one form of international 
co-operation that Mr Kostunica does enthu- 
siastically support: working with western 
governments to defuse the bomb ticking 
away in the Presevo valley. On that score, he 
and his government in Belgrade have won 
plaudits from some unlikely quarters, in- 
cluding the United States, the eu and NATO, 
for restraint in dealing with the guerrillas 
who have dug into the “ground security 
zone”, a five-kilometre (three-mile) strip on 
the boundary of Kosovo. Under the June 
1999 agreement that ended Nato’s air war, 
Yugoslavia may deploy nothing more than 
lightly armed police in this area. 

But the guerrillas, known as the Army for 
the Liberation of Presevo, Medvedja and Bu- 
janovac (ucpms) after the main towns in the 
strip, have taken advantage of that restraint 


to reinforce their positions both inside the 
security zone and even deeper into Serbia, 
close to the main road from Austria to 
Greece. Nebojsa Covic, a deputy prime min- 
ister of Serbia, went to NATO’s headquarters 
this week to present a plan to “demilitarise” 
the region while attending to the woes of the 
impoverished Albanians in the affected 
area. 

Both the governments in Belgrade and 
NATO are having their own lively debates 
about how far this unlikely friendship be- 
tween Serbia and the alliance can go. But al- 
ready NATO peacekeepers who patrol the 
eastern strip of Kosovo and Serbian troops 
are co-operating rather well. The NATO 
forces regularly nab Kosovars trying to cross 
the border. Nato officials are even discuss- 
ing the idea of narrowing the security zone to 
give the Serbian forces more freedom of ac- 
tion. At least for Serbs, a hopeful new mood 
indeed. 
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Ukraine 
Falling apart 


KIEV 


A FIRST sight, the chances of replacing 
President Leonid Kuchma and his cote- 
rie of tycoons and hard men look increas- 
ingly good. A scandal involving a murdered 
journalist, Georgi Gongadze, and the mys- 
terious bugging of private conversations has 
badly damaged the Ukrainian leader. 
Leaked recordings, if authentic, show him as 
foul-mouthed, corrupt and perhaps even 
complicit in murder. Official denials so far 
have been muddled and unconvincing. 

Thousands of people have joined “Uk- 
raine without Kuchma” demonstrations in 
recent days. Hundreds have been camping 
ina tent city in Kiev’s main street. The media 
have become a bit less timid about reporting 
the protests and the latest twists of the scan- 
dal, such as the flight abroad of the doctor 
who first identified Gongadze’s corpse and 
who now says he fears for his own life. 

Last week brought the first casualties in 
the president’s inner circle. He sacked the 
head of the ssu, Ukraine’s omnipresent, 
murky and unaccountable security service, 
as well as the head of his bodyguards. The 
prosecutor-general, another ally implicated 
in the Gongadze affair, was banished for 
several weeks. Mr Kuchma’s business cro- 
nies may be losing their enthusiasm for him. 

The president is also facing unaccus- 
tomed criticism from western politicians 
who used to back him (holding their noses) 
as a bulwark against Russian hegemony in 
the former Soviet Union. Both the State De- 
partment and the European Union have 
criticised official bungling in the investiga- 
tion of Gongadze’s disappearance. An EU 
foreign-policy team, led by Javier Solana 
from the Council of Ministers and Chris Pat- 
ten from the European Commission , visited 
Kiev this week with a mixed message: criti- 
cism of Mr Kuchma and his friends but con- 
tinued support for Ukrainian reform and 
integration with the rest of Europe. 

Mr Kuchma has been fighting back. His 
main target so far has been the woman 
widely believed to be financing the protests, 
Yulia Timoshenko, herself a former energy 
tycoon and, until she was sacked last month, 
the deputy prime minister responsible for 
energy. Her reforms had stamped on the toes 
of powerful businessmen close to the presi- 
dent. Arrested on February 13th on bribery 
charges, she spent Valentine’s day in jail, as 
did (separately) her businessman husband, 
who was arrested last year. 

Also on February 13th, Mr Kuchma cor- 
ralled the reformist prime minister, Viktor 
Yushchenko, and the speaker of parliament 
into signing a strongly worded joint state- 
ment which denounced the protests’ organ- 
isers as egotists bent on power at all costs. 


THE ECONOMIST FEBRUARY 17TH 2001 


They were accused of using “national social- 
ist” tactics to provoke the authorities into re- 
pression, and of putting the “very existence 
of Ukraine, its territorial integrity and social 
peace at stake”. 

That looks bad for the protesters, who 
would like Mr Yushchenko as president but 
are now accusing him of betraying them. The 
authorities have ordered the tent city to go. 
The sgu has been harassing the protesters; 
repression may increase. As a sop, the gov- 
ernment says that public-sector wages will 
go up by as much as 70%. 

Mr Kuchma and his allies may reckon 
that they have been too lenient. Besides, the 
protests have not yet caught the nation’s 
imagination. A popular revolution of the 
sort that swept through Central Europe a de- 
cade ago feels a long way off. The constitu- 
tion gives parliament the right to remove the 
president, but this is tricky in practice. Prot- 
ests from the West are muffled by the desire 
to support the Ukrainian government under 
Mr Yushchenko and to prevent Ukraine 
drifting further into Russia’s arms. 

The latter may be happening anyway. 
Mr Kuchma’s other main move this week 
was a chummy chat with his Russian coun- 
terpart, Vladimir Putin. The pair signed 
agreements to co-operate in such matters as 
aunified electricity grid and new ventures in 
satellite rocketry. Russian companies have 
already been buying up increasing amounts 
of Ukrainian industry, mostly very cheaply 
(see page 67). Opposition politicians say that 
there is a secret political price for the deals; 





The flailing right 


BERLIN 


The struggling Christian Democrats’ leader, Angela Merkel, is increasingly 
under fire within her party, but no replacement is in sight 


YEAR ago, in the wake of a hideous 

slush-fund scandal within their party, 
Germany’s Christian Democrats were des- 
perately searching for a new leader to heal 
wounds and lead them into battle against 
Chancellor Gerhard Schréder’s ruling Social 
Democrats in the next general election, due 
in 2002. They are still looking. And though 
Helmut Kohl, the Christian Democratic 
chancellor ousted by Mr Schröder in 1998, 
recently accepted a fine in exchange for the 
dropping of criminal charges against him for 
his part in the scandal, the damage to his 
party’s reputation is still painfully felt. 

The “new beginning”, proclaimed with 
fanfare when Angela Merkel was elected 
chairman last April, has failed to materialise. 
Germany’s main opposition party still lacks 
both a clear set of policies and a distinct 
identity. It continues to wobble between 
confrontation and compromise with the 






















They want to blot Kuchma out 


Ukraine may, for instance, have to join the 
Russia-Belarus Union. Mr Kuchma’s lot 
hotly denies this. 

Mr Putin did not talk publicly about Mr 
Kuchma’s troubles. But an influential Krem- 
lin website carried a commentary backing ` 
Mr Kuchma, smearing the protesters as a ` 
hotchpotch of fascists, opportunists and 
misguided reformers, and claiming recent 
events were a “tragedy” staged by western- 
ers plotting against Russia. Meanwhile, pro- 
vided he can keep his nerve, shaky Mr Kuch- 
ma looks set to hang on, at least for a while, 
activated 25 


government. It remains riven by bitter 
power struggles. A mood of defeatism seems 
to have setin. 

Though cleverer and tougher than she 
looked at first, Mrs Merkel is increasingly 
blamed for failing to put her party in fighting 
trim. For many party faithful, a botched 
poster campaign launched last month by 
their leader and her new secretary-general 
against the chancellor’s proposed pension _ 
reforms, using three police-style mug-shots _ 
of Mr Schröder, highlighted the weakness, - 
backbiting, muddle and clumsiness of their 
leadership. Outside Germany, poster carica~ 
tures of an opponentas a “criminal” may be 
part of the everyday rough and tumble of 
politics; but most Germans, used to a more ~ 
dignified political discourse, seem to have 
been offended by the joke. 

The day after the campaign’s launch, the 
posters were withdrawn. The loudest prot- 
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ests came not from the government’s sup- 
porters but from the opposition’s own ranks. 
“We must not sink any lower,” declared Frie- 
drich Merz, the ambitious leader of the 
Christian Democrats’ parliamentary group. 
“There must be a change in leadership style.” 
Whose side was he on? A few days later, in an 
even more direct challenge to Mrs Merkel, he 
suggested that, by virtue of his office, he was 
just as eligible as either she or Edmund Stoi- 
ber, head of the Christian Social Union, the 
Christian Democrats’ Bavarian sister party, 
to run as the opposition’s candidate for the 
chancellorship next year. 

Though there is no rule in Germany that 
the party leader must become its candidate 
for chancellor, it had been widely assumed 
that Mrs Merkel, as leader of the biggest cen- 
tre-right party, would carry the joint centre- 
right opposition’s colours into the general 
election. She had certainly given every sign 
that she would like to. But as her star has 
waned, doubts about her suitability have 
grown. Ten months ago, opinion polls had 
her breathing down Mr Schroder’s neck; 
now she trails him by some 25 percentage 
points. Most Germans say they like the pas- 
tor’s daughter from eastern Germany as a 
person, but barely a fifth of them can picture 
her as chancellor. 

Most right-wing voters now think Mr 
Stoiber the better bet. He still denies wanting 
to run for the job, but he might yet go for it if 
he thought he could win; at present he prob- 
ably does not. No Christian Social Union 
leader has ever become chancellor. The late 
Franz Josef Strauss, who dominated Bavaria 
for many years, ran for the job once, in 1980; 
he dismally failed to get it. 

So the search goes on. The technocratic 
Mr Merz is not yet a serious contender. Rol- 
and Koch, the tough premier of the state of 
Hesse, has a better chance of being chosen in 
the longer run. But, because of his involve- 
ment in a party-finance scandal in his own 
state, he will probably hold back until the 
general election due in 2006. Some leading 
Christian Democrats have even begun to 
talk once more about Wolfgang Schauble, 
Mr Kohl’s successor as party leader, who was 
forced to step down a year ago after being 
sucked into the national party’s slush-fund 
scandal. But few people think he has a seri- 
ous chance of a comeback. 

The beleaguered party at least hopes 
soon to put its slush-fund scandal behind it. 
Last week the public prosecutor persuaded 
Mr Kohl to agree to pay a fine of DM300,000 
($141,000) in exchange for the dropping of 
criminal investigations into his behaviour. A 
similar offer has been made to two of Mr 
Kohl’s former aides. If the courts approve the 
deal, the full truth will probably never come 
out. The government has no say in the mat- 
ter. The parliamentary committee of inquiry 
into the affair says it will continue its work, 
but it will be difficult for it to get to the bot- 
tom of the scandal. So the Christian Demo- 
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crats may be unable to persuade the voters 
that they have really cleaned themselves up. 
If the party does badly in the state elec- 
tions coming up next month in Baden-Wiirt- 
temberg and Rhineland-Palatinate, Mrs 
Merkel will again take much of the rap.Some 
will call for her to give up her party chair- 
manship; her chances of running for the 
chancellorship will diminish still more. Her 
main comfort is that the alternatives on the 
right, for either task, still look inadequate. 





European defence 


A long march 


O BELIEVE some recent headlines, the 

likely first victim of the European Un- 
ion’s embryonic rapid-reaction force could 
be Europe’s alliance with America, as the EU 
muscles in rudely on Nato’s military turf. 
Yet, even if that were its ambition—in fact, it 
is volunteering only for some bits of soldier- 
ing that NATO decides not to do—the £u-led 
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force to be assembled by 2003 is more likely 
to be severely hobbled in its formative years 
by political and military growing pains, and 
by European governments’ reluctance to put 
up the money needed to match perfor- 
mance to promise. 

EU governments together spend about 
two-thirds of what more globally-commit- 
ted America spends on defence, and there 
are some 2m EU citizens under arms. So it 
ought not, in theory, to be hard to meet the 
EU’s goal of being able by 2003 to assemble 
up to 60,000 combat troops, deploy them 
within 60 days and sustain them for up toa 
year. But it will be harder than some defence 
ministers seem to think. 

The troops have been found simply by 
giving soldiers already assigned to NATO a 
new Eu “hat” (as happens when, say, British 


or French troops are assigned to UN peace- 
keeping duties). What they still lack—as first 
the Gulf war, then the crises in Bosnia and 
Kosovo demonstrated—is up-to-date com- 
mand-and-control, the right equipment, 
from communications to precision weap- 
ons, and the transport aircraft and ships to 
get them swiftly toa trouble-spot. 

Europeans have been failing to come up 
with these goods in Nato for years. Sticking 
an Eu label on their plans may make Eu- 
rope’s governments more likely to stump up 
the cash, thereby benefiting NATO too. But 
results so far have been meagre. 

Defence budgets across the Eu have 
been plundered to meet tight spending tar- 
gets for the launch of the single currency. Yet 
military spending will need to be sustained 
at a minimum of 2% of cpr a year over the 
next decade if the missing defence equip- 
ment is to be paid for. After years of steady 
cuts (see chart), eight of the 11 EU members of 
NATO have told the alliance this year that 
they plan to increase defence spending in 
real terms, though the extra will be small. 
France and Germany are not among them, 
though France will spend more on procure- 
ment for what by 2003 will be its newly all- 
professional army. Germany’s defence min- 
ister seems to be hoping to find extra cash 
mostly from base closures, but already his 
sums are failing to add up. 

If little extra money can be found, might 
existing budgets be spent more wisely? Ger- 
many, to the puzzlement of some of it own 
soldiers, plans to spend scarce defence euros 
on satellites that NATO already has. But de- 
fence budgets could be stretched a bit to af- 
ford more useful kit by eliminating duplica- 
tion and pooling some existing operations: 
for example, air-to-air refuelling. 

Literally to give themselves a lift, Britain, 
France, Germany and Spain are among those 
hoping to buy Airbus Industrie’s new 
A400m heavy-lift transport aircraft. But 
these planes will not be ready by the 2003 
deadline, so the Eu is considering leasing Uk- 
rainian transport aircraft, as Britain and oth- 
ers have done for un-related duties. 

Even those staffing the new committees 
in Brussels that are busy putting the Eu de- 
fence effort together admit that by 2003 they 
will at best be ready for some very modest 
military duties, not the range of tasks the EU 
has set itself. As a pamphlet to be published 
shortly by the London-based Centre for 
European Reform argues*, whether the Eu’s 
effort evolves into something more effective 
over time depends on Europe’s political will: 
to back Europe’s soldiers, whether repre- 
senting the Eu or NATO, with the equipment 
they need, and to work out who—certainly 
not those Brussels committees—will lead 
such a force into harm’s way. 


*Europe’s Military Revolution” by Gilles Andréani, Chris- 
toph Bertram and Charles Grant 
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Denmark and Greenland 


Ultima motives 


COPENHAGEN 


HULE air base, in the Arctic waste of 

north-west Greenland, is a crucial spot 
in the blueprint for the United States’ na- 
tional-missile-defence scheme. The trouble 
is that Greenland belongs to Denmark. And 
the second trouble is that itis neither just any 
old part of Denmark nor yet a plain old- 
fashioned colony, but, since 1979, a semi- 
autonomous territory under the crown. 

Foreign policy, security and defence are 
handled by the Danish government. But a 
local government runs things like the educa- 
tion and taxation of the 56,000 Greenlanders. 
And it reckons that Thule’s future is its and 
their business too. 

The issue has drawn attention to the dis- 
tribution of power between Denmark and 
its former colony. The Danish government 
has yet to decide whether to allow the up- 
graded radar installations that the Ameri- 
cans’ “son of star wars” anti-missile project 
would need. The project has still not been 
approved in Washington, though during the 
election campaign George Bush was keen. 

Denmark—facing American pressure 
one way, Russian the other and widespread 
doubts among West European govern- 
ments—will decide only “when the time is 
right,” says Mogens Lykketoft, its foreign 
minister. Like the British government, facing 
similar questions over the radar station at 
Fylingdales in northern England, the Danish 
government wants to postpone the awk- 
ward decision until a formal request comes 
from the Bush administration. 

The Greenlanders, eager to have their 
say, are chortling with delight over a message 
from Mr Bush to their premier, Jonathan 
Motzfeldt. He had sent the newly inaugu- 
rated American president a congratulatory 
message. What he got back was not just a 
diplomatic thank-you, but an expression of 
Mr Bush’s eagerness to work together with 
him on matters of shared concern, such as 
the base at Thule. 

Just possibly the niceties of the Danish 
constitution are not fully understood by Tex- 
ans; the Danish government chose to over- 
look Mr Bush’s message as a minor protocol 
gaffe. But many Greenlanders preferred to 
take it as a signal that the United States looks 
kindly on their hope of self-determination. 

It is still a distant hope. Another Danish 
dependency, the Faroe Islands, south-east of 
Iceland, plans to hold an independence ref- 
erendum on May 26th. In Greenland as yet 
there is no concerted thrust for full indepen- 
dence, let alone plans for a vote on it. But 
many Greenlanders would like greater au- 
tonomy, at least. If they play their cards care- 
fully, Thule could help to win it for them. 
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MADRID 


ORDI PUJOL has been the uncrowned 
king—officially, president—of Catalo- 
nia since 1980. He will remain so until 
the next regional election, due in 2003. But 
now he has named his heir-apparent: 
Artur Mas, the economy 
minister in his regional 
government, by appoint- 
ing him “chief minister” of 
that government, a pecu- 
liarly Catalan post rein- 
vented for the purpose. 
But though Mr Mas may 
inherit Mr Pujol’s party, 
can he inherit power? 
Heis asmooth techno- 
crat, very different in style 


Catalonia’s next boss? 





T 


skilfully, never demanding outright inde- 
pendence for Catalonia, but always insist- 
ing on special status and treatment from 
the central government in Madrid. Mr 
Mas would follow suit: “Tm a Catalan pa- 
triot, but I don’t intend to 
separate Catalonia from 
the rest of Spain,” he says. 
He is now eager to 
prove that he can emulate 
Mr Pujol’s forceful, hus- 
tings-loving personality, 
which spanned Catalo- 
nia’s urban-rural divide 
and earned him grudging 
admiration throughout 
Spain and the friendship 





from the populist Mr Pujol. 
He says he is “a social 
democrat on social issues, 
a liberal on individual ones”. Now 45, he 
became a local councillor in 1987. In 1995 
he was elected to the regional parliament 
and named minister for territorial pol- 
icy—a big job ina part of Spain that has of- 
ten aspired to independence. 

Mr Pujol has handled that aspiration 





Mas means more 


of King Juan Carlos. “I 
have what it takes to be- 
come a charismatic politi- 
cian,” he told the Barcelona daily La Van- 
guardia. “Time will tell.” 

Mr Pujol’s coalition has been in a mi- 
nority since 1999. Some of its top people 
object to the anointing of Mr Mas. And 
Pasqual Maragall, the Catalan Socialists’ 
leader, thinks the time that has come is his. 
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Ireland 


Hi, Noonan 


DUBLIN 


INE GAEL, Ireland’s main opposition 

party, has a new leader. Having uncere- 
moniously deposed John Bruton, a former 
prime minister, on January 3ist, it quickly 
putin his place the man who had plotted his 
downfall, Michael Noonan. He is a skilled 
parliamentarian with wide ministerial ex- 
perience, and a master of the quotable 
soundbite, not to say of the knife. But can he 
bring his party back to office? 

Mr Bruton had been ten years in the job, 
including 2" years at the head of a coalition 
government in the mid-1990s. He was a man 
of substance, but suffered, said party critics, 
from a “charisma deficit”. Mr Noonan, at 57 
four years older, has both substance and im- 
age, and a keen desire for power. But he in- 
herits a demoralised party, unsure of its 
identity and role in Irish politics, and di- 
vided by the manner of his succession. He 
has not long to turn it round: a general elec- 
tion is due by June 2002, and the prime min- 
ister, Bertie Ahern, leader of Fianna Fail, may 
be tempted to call one sooner. 

Part of Fine Gael’s trouble has been an 
inability to distinguish itself from Fianna 
Fail. Fine Gael laid the foundations of the 
new Irish state in the 1920s. But Fianna Fail 


built it up and, having first taken office in 
1932, has been in government for some 50 of 
the years since. Fine Gael has been out of of- 
fice for most of the past 14 years. Both parties 
are essentially conservative and centrist, 
both rooted in the nationalist past. Their 
hostility goes back to the civil war that 
sprang up when nationalists split over the 
terms of the treaty that brought freedom 
from Britain. But the recent modernisation 
of Irish society has made their similarities far 
bigger than their differences. 

Both are catch-all parties, with support 
across all social classes, age groups and re- 
gions. Fianna Fail, however, is better at win- 
ningit. On social and moral issues, Fine Gael 
has usually shown itself readier for change 
than Fianna Fail, notably in such controver- 
sial areas as reform of the anti-contraception 
law and the legalisation of divorce. 

One or other party has served in every 
government since 1922. But never both to- 
gether. That iron law of Irish politics, it 
seems, remains. Yet the political landscape is 
not what it was. After the 1989 election, 
Fianna Fail accepted coalition with minor 
parties as the price of power. Since then it has 
swung according to its partners: centre-right, 
centre-left and now, since 1997, right again 
with the Progressive Democrats. Fine Gael 
must link up with Labour if it wants power. 
No wonder Mr Noonan’s first step as leader 
was to make noises about social justice. 

a 





55 














Bertrand Delanoé, a Socialist mayor for Paris? 


OT so long ago, it was a political given: Paris, “the most beau- 

tiful city in the world” (a constant, and perhaps justified, 
self-description), was and always would be a bastion of the French 
right and the Rally for the Republic (RPR), as the main Gaullist 
party is called. Forget the financial scandals coming to light from 
the 1980s and early 1990s, when politicians gave fictitious jobs to 
their friends and stuffed party coffers with contractors’ kickbacks. 
That could be solved by casting the present mayor, Jean Tiberi, as 
scapegoat for the past and selecting Philippe Séguin, a party 
heavyweight (literally as well as figuratively), as candidate for the 
future. Come the municipal elections of March uth and 18th, the 
capital’s voters would once again vote conservative. After all, Mr 
Séguin would surely see off his Socialist Opponent, Bertrand 
Delanoé, a 50-year-old senator for Paris so little known that some 
on the right tease him as “Bernard”. 

So much for hubris. For the past 
month the opinion polls have all been 
predicting a victory for Mr Delanoé; 
even the rpr’s official spokesman 
now speaks of defeat. Take a creative 
reading of history (the modern mayor- 
alty of Paris dates back only to 1977) 
and Paris is about to fall to the left for 
the first time since the revolutionary 
Commune of 1871. Add the strong pos- 
sibility that Lyons, France’s second 
city, will also fall to the left, and the po- 
litical landscape will look increasingly 
grim for the right in general and for 
President Jacques Chirac in particular. 
The threat is that the momentum from 
the municipal elections will carry over 
to next spring’s general and presiden- 
tial elections, keeping the left in power 
in parliament and ensuring that Lionel 
Jospin, the Socialist prime minister 
with whom Mr Chirac is at present 
condemned to “cohabit”, will defeat 
Mr Chirac for the presidency. 

In which case, the right will have 
only itself to blame—and on several 
counts. One is its internecine impulse. 
Mr Tiberi, a founder member with Mr 
Chirac of the rrr, has refused to go 
quietly. Why should he, when he was a loyal assistant to Mr Chirac 
during the 18 years, from 1977 to 1995, when Mr Chirac was himself 
mayor of Paris? Instead, Mr Tiberi insists on running for re-elec- 
tion, albeit as an independent, and hints that he may reveal things 
Mr Chirac would prefer to keep hidden. 

A second cause for blame is Mr Séguin’s campaign strategy: 
not only does he refuse to countenance an alliance with Mr Tiberi, 
but he has also perversely lengthened the odds by runningin adis- 
trict that is a left-wing stronghold and by placing himself fourth, 
not first, on the Rpr’s list of candidates. (Paris is divided into 20 ar- 
rondissements, or districts, each with its own mayor and council- 
lors; these, in turn, choose from among themselves the mayor for 
the capital.) Already there are mutterings that Mr Séguin is too im- 
pulsive to be trusted: witness how, in 1999, he abruptly resigned as 
RPR president just before the European elections. 

But perhaps the most careless cause was to underestimate Mr 
Delanoë. As he himself wryly puts it, “They thought the big Séguin 
would gobble up the little Delanoë.” Admittedly, it was an easy 





mistake to make. Although Mr Delanoé’s team claim he had his 
eye on becoming mayor two years ago, the fact is that the Social- 
ists’ first choice was the then finance minister, Dominique Strauss- 
Kahn, until he was ruled out by judicial inquiries into his financial 
affairs. Then there was a second choice, Jack Lang, until he was 
suddenly drafted into Mr Jospin’s cabinet as education minister. 

Third choice, and therefore third best? The logic is simplistic. 
Go back a couple of decades and Mr Delanoé was seen as one of 
the Socialist Party’s best and brightest: a member of parliament, 
the party’s official spokesman, and a friend and ally of its new first 
secretary, Lionel Jospin. In short, the slightly-built young man 
from Tunis, whose parents moved the family back to France when 
he was 14, was an apparatchik already close to the top. 

And then in the mid-1980s the career abruptly faltered: a 
switch in the electoral system meant 
he had to be “parachuted” from Paris 
to seek a seat in parliament for the 
Vaucluse, deep in rural France, and the 
voters said no. A disillusioned Dela- 
no€ retired from the political fray 
(though retaining a seat on the Paris 
council) to found his own public-rela- 
tions and advertising agency. 

So why is he back? “I chose to live 
in Paris. I love Paris. It’s a city of free- 
dom, culture, dynamism.” Well, of 
course it is, but any candidate will say 
exactly the same, and promise voters 
more or less the same things: cleaner 
air, less dogs’ mess (a Parisian night- 
mare), better security, affordable 
housing, stable taxes and so on. If Mr 
Delanoë scores higher for creativity, it 
is with ideas to bring unused private 
housing into public management, or 
to employ the legions of jobless young 
to guard school crossings and so free 
the police to fight crime, or to offer bet- 
ter-directed treatment programmes 
for drug addicts. Meanwhile, there 
must, surely, be a desire to embarrass 
the political and media establishment 
that had so quickly written him off, to 
prove he is more than just the rare 
French politician who declares himself a homosexual. 

Doubtless there is. After all, as leader of the left in the last 
municipal elections, in 1995, he was proud that the left defied pre- 
dictions and took six districts. Imagine the satisfaction if this time it 
took the majority. i 

But the political desire goes only so far. Mr Chirac always saw 
the mayor’s sumptuous Hôtel de Ville as a stepping-stone to the 
presidential Elysée Palace. Mr Séguin’s own presidential ambi- 
tions are no secret. Mr Delanoë has no such pretensions. His eco- 
nomics adviser, Christian Sautter (sacked as finance minister just 
over a year ago), says that “with Bertrand, it’s Paris, Paris, Paris.” 

Indeed so. When Mr Delanoé, chain-smoking his cigarillos, 
says he has other things in his life than politics, you believe him. “I 
don’t dream of power.” You believe him, too, when he says he 
takes the opinion polls with a pinch of salt. You believe both him 
and his staff in saying that he never, ever, underestimates his op- 
ponents. And you believe, too, that this somewhat unrevolution- 
ary communard has a good chance of beating them. 
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BT is frustrating the government’s ambition to get Britain wired 


Cimo targets is one of the government's 
favourite hobbies; and now it has added 
another one to its long list. By 2005, Britain 
will have become “the most extensive and 
competitive broadband market in the G7” 
group of rich industrial countries. To explain 
why and how, the e-minister (yes, really), 
Patricia Hewitt, published a report this week 
with much fanfare entitled “ux Online: the 
Broadband Future”. The report, Ms Hewitt 
declared, was a response to the prime minis- 
ter’s demand “for an action plan to help 
drive forward broadband networks in the 
UK”. 

The government has never had any 
doubt about the strategic importance of 
having a top-class telecoms sector. As Ms 
Hewitt points out, it is already fairly clear 
that the wide availability of relatively inex- 
pensive bandwidth is an important source 
of vibrancy in the Internet economy. The ev- 
idence from America is that consumers who 
have the high-speed “always on” Internet 
access delivered by broadband technologies 
spend more than four times as long online as 
their dial-up counterparts (see chart), and 
engage in a far wider range of e-commerce 
activities. Similarly, small businesses are 
twice as likely to trade online if they have a 
high-bandwidth connection. 

For most small businesses, which can- 
not afford to lease a dedicated line, cheap, 
fast access down the telephone line is par- 
ticularly important. It offers a new way to 
reach their customers and to extend their 
markets; it enables them to save money 
through Internet-based procurement and 
membership of electronic trading hubs. 
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With a broadband connection, they can 
even tap into the kind of sophisticated busi- 
ness software, hosted remotely by one of the 
new application service providers, that used 
to be available only to the biggest firms. 

All this means that the government's 
wish to be a new-economy exemplar is en- 
tirely sensible and not just a bit of New La- 
bour fluff. The trouble, as so often with this 
government, is the gap between the aspira- 
tion and the execution. The reality is that 
broadband deploymentin Britain is actually 
going rather badly. Steve Maine, chief execu- 
tive of Kingston Communications, a go- 
ahead Yorkshire-based telecoms firm that 
has built its own local broadband network 
and has been a leader in video-on-demand 
services, describes the government's enthu- 
siasm for broadband as “incongruous”, in 
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view of what is actually happening. Others 
use shorter and ruder words. 

A fortnight ago, Kingston Communica- 
tions and Thus, formerly Scottish Telecom, 
pulled out of trials, supported by the gov- 
ernmentand the telecoms regulator, Oftel, to 
test the delivery of broadband services from 
exchanges owned by Bt. Out of more than 30 
service providers who expressed eagerness 
to participate last year, there are now only 
four or five left, of which only three—Cable 
& Wireless, Energis and Colt—are consid- 
ered heavyweights who can continue with- 
out the need to raise additional funding. 

The trials are part of a process that is 
known in telecoms jargon as “local loop un- 
bundling” (or Luu). Although Britain has a 
modem and recently consolidated cable 
network, and there are hopes that broad- 
band fixed wireless operators will enter the 
market, the government has come to believe 
that LLU is critical to creating the competitive 
market it wants to see. The essence of LLU, 
which began in America four years ago and 
at the beginning of this year was made man- 
datory across the European Union, is that 
competing telecoms operators should havea 
right to place their gear in the exchanges of 
the incumbent—known as “co-location”— 
and thus gain direct access to the copper 
loop that goes to nearly every home and 
business. 

What made Liu suddenly important to 
regulators and valuable to alternative service 
providers was a technology known as psL 
(digital subscriber line) that in effect turbo- 
charges the twisted copper wires into be- 
coming a fat broadband pipe that can de- 
liver data at up to 50 times the speed of a 
dial-up connection. For new-wave telecoms 
firms, it provided a way of reaching the cus- 
tomer with advanced services without hav- 
ing to build a new network. For policymak- 
ers, it offered a fast-track route to real 
competition and lower prices for customers. 

There is, however, one rather large pro- 
blem with unbundling the local loop. In- 
cumbent telecoms firms, not surprisingly, 
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It’s dark up north 


INVERNESS 


ESPERATE though the government is 

to be seen to be bridging the “digital 
divide”, its appetite for using taxpayers’ 
money to bring broadband to the Scottish 
Highlands seems distinctly limited. The re- 
luctance to subsidise bringing the latest 
thing in telecommunications to one of the 
remotest and most thinly populated parts 
of Britain might at first seem surprising, 
given the region’s past experience. 

In 1989, the local development agency, 
Highlands and Islands Enterprise (HIE), 
gave a sceptical pr £4.9m ($7.2m) towards 
the cost of upgrading the region’s tele- 
phone exchanges to digital standards. In 
addition, sT spent a lot of its own money 
running fibre-optic cables up and down 
the glens. So in 1993 it came to pass that for 
about £25m, the Highlands and Islands be- 
came one of the first bits of Britain to havea 
telephone system capable of providing a 
state-of-the-art 1spN (integrated systems 
digital network) service. 

Ken MacTaggart, H1e’s head of tele- 
communications, says that there are about 
3,300 jobs in the region, ranging from call- 
centre work to new Internet businesses, 
which could not exist without modern 
communications. He expects there will be 
5,000 such jobs by 2005. Enthused by this 
rather low-cost job creation, H1E has gone 





on to give £4m of mainly Eu money to Vo- 
dafone and Cellnet to provide 95% of High- 
landers access to mobile telephony. Thus, a 
telecoms company, has been given £3m to 
wire the scattered campuses of the new 
University of the Highlands and Islands. 

However, for st the results have been 
more mixed. Most of the dark fibre it so ex- 
pensively laid remains stubbornly unlit 
and unused. sr won't say exactly how 
much ofits Highland fibre is dark, claiming 
it is a commercial secret. But there is evi- 
dently enough of it for Wendy Alexander, 
the Scottish enterprise minister, to use it as 
an argument to counter those who think 
that the government should now subsidise 
bringing broadband technology to the 
Highlands. If the fibre remains unlit it will 
be like one of those roads that politicians 
build to service factories that never mate- 
rialise. 

The problem with broadband is that 
nobody yet even knows how it will be pro- 
vided in such sparsely populated areas 
where cable does not penetrate and ex- 
changes are too far from customers for DsL 
to operate. Satellite or fixed wireless links 
are possible, but the technologies and the 
economics are untried. Ms Alexander 
thinks that rather than subsidise the sup- 
ply of broadband, it would be better to 





Hi-tech des res 


identify the likely demand for it. In a small 
town, one of the biggest initial users of 
broadband will be the public sector— 
schools, hospitals and local councils. Ms 
Alexander reckons that telling telecoms 
firms what the Scottish government plans 
to spend over the next three years will 
make it easier for them to reach investment 
decisions. It is a sensible approach, but 
Highlanders waiting for the delights of 
video-on-demand and high-speed In- 
ternet access should not hold their breath. 








detest it, and stubbornly refuse to co-operate 
with rivals. 

st has learnt from the delaying tactics 
that have been skilfully deployed by Amer- 
ica’s Baby Bells. Even now, fewer than 2% of 
American access lines have been unbun- 
dled, and several would-be broadband ser- 
vice providers have gone bust. Rivals accuse 
at of offering up an unattractive mix of ex- 
changes for co-location, and also of exagger- 
ating the difficulties of getting the equip- 
ment in. Currently, 700 exchanges are being 
surveyed for co-location, but Mr Maine of 
Kingston Communications says that the 
ones that have been chosen do not create a 
large enough number of potential customers 
in any one area to make it economically via- 
ble to offer a service. 

According to Richard Feasey, who is in 
charge of regulatory affairs at the British arm 
of WorldCom, another operator that re- 
cently withdrew from tiv trials, whereas 
BT’s engineers may want to do a good job in 
making LLU work, business strategy is set by 
the firm’s dominant retail operation. The re- 
tail division brings in the money and has the 
loudest voice in the boardroom—and it has 
every interest in delaying the arrival of un- 
bundled pst, which it believes will allow 
competitors to undermine its highly profit- 
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able business of leasing dedicated lines to 
businesses. Mr Feasey does not blame Oftel. 
“No regulator”, he says, “can adequately re- 
strain the commercial imperatives of a verti- 
cally integrated incumbent.” 

Others take a more hostile view of both 
Oftel under its current director, David Ed- 
monds, and st. Mr Maine accuses BT not 
only of stopping third parties—such as him- 
self—from offering broadband, but also of 
denying the country the benefits of the tech- 
nology by doing solittle itself. He is ata loss to 
explain what he sees as the “laid-back” atti- 
tude of both the regulator and the govern- 
ment. A director of a firm that is using DsL as 
a platform for video-on-demand says that 
BT has never approached pst in the right 
way. “They are quite visionless. Other busi- 
nesses want to work with us. With Br, what 
comes back is a lumpen sullenness.” Others 
claim that the timidity of the regulator in 
dealing with “anti-competitive practices 
that are endemic within sT” is to blame. 

A common complaint is that Mr Ed- 
monds refuses to use the extensive powers 
Oftel has under the Competition Act. They 
allege that he worries about sT’s threats to 
resort to judicial review and is prepared to 
prosecute under the Competition Act only if 
his legal advisers believe that there is at least 


a 70% chance of success—a very high bar for 
any test case to overcome. 

Ms Hewitt blames other people. The pro- 
blems, she told a parliamentary committee, 
have arisen “because the last administration 
and the previous head of Oftel [Don Cruik- 
shank, now chairman of the London Stock 
Exchange] were not interested in local loop 
unbundling.” She professes complete faith 
in Oftel’s current director, pointing to a more 
aggressive stance in recent months and pro- 
gress by BT in readying more of its exchanges 
for co-location. If firms such as WorldCom, 
Kingston and Thus no longer want to pro- 
ceed with co-location, that is their commer- 
cial decision—they can always change their 
mind later on. That is a fair point. Kingston 
hopes to re-enter the residential broadband 
market next year, perhaps by pooling re- 
sources with Energis—although how that 
squares with the government’s professed 
determination for Britain to have the world’s 
most competitive broadband market within 
just four years is not entirely clear. 

The irony is that sr itself has proposed a 
possible solution to the present unhappy 
situation. Under far-reaching plans drawn 
up last year to break itself into separate busi- 
nesses, BT is seriously considering dividing 
its retail and wholesale operations, just as 
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WorldCom’s Mr Feasey would like it to. The 
outlines of adeal with Oftel are clear enough. 
NetCo or LoopCo would be a regulated mo- 
‘nopoly that would be obliged to treat all its 
customers, whether st Retail or anyone else, 
‘on equal terms. The rest of st. would escape 
the micro-regulation that has sapped its ca- 
pacity for innovation and entrepreneurship: 
it would be subject only to standard compe- 


Education 


tition laws. 

But when sr first floated the idea late last 
year, Oftel seemed to regard the proposal as 
a threat rather than an opportunity. While 
the devil will be in the detail, Mr Feasey says 
that it would allow Britain's telecoms indus- 
try to rejoin the first division, with all that 
means for attracting future investment. Is the 
government listening? 





The feelgood factor 


SOUTHAMPTON 


Britain is getting in touch with its feelings: emotional literacy has arrived in 


primary schools 


HIS week is “jealousy and contempt” 
week at Mason Moor primary school in 
‘Southampton. For about 30 minutes, groups 
of pupils have been discussing these feelings 
witha teacher, using role-play, picture books 
and classroom displays. The same period is 
set aside every week to examine another 
feeling. The aim is to make the pupils more 
‘emotionally articulate. Ultimately, accord- 
‘ing to Sue Nicholson, the head teacher, the 
“school hopes that they will “use words in- 
“stead of hitting each other”. 
- Emotional literacy is,not surprisingly, an 
_ American import, born of Daniel Goleman’s 
1996 bestseller, “Emotional Intelligence”. Mr 
“Goleman’s central premise was that the abil- 
ity to recognise, understand and handle 
„emotions was at least as important a de- 
„terminant of a person’s life-chances as the 
-logico-deductive thought processes com- 
_ monly measured in schools. Not only could 
„emotional intelligence be measured, 
but, to an extent, it could 
also be taught. (On one 
such. test for this article, 
_ your correspondent’s emo- 
| tional 19 was found to be 
-only just above average. 
: The official assessment 
was, “Not bad, but practi- 
cally this still means that 
| you are not taking full advan- 
tage of your potential.” Suitable 
_ reading material was recommended.) 

In Britain, Antidote, acampaign group, 
was set up in 1997 to promote the spread of 
emotional intelligence. Suzie Orbach, Prin- 
cess Diana’s psychotherapist, was one of its 

- co-founders. Business has already latched 
on to the concept of emotional intelligence, 

_ as practitioners have sold it as a way “to help 
us to help ourselves to work more effec- 
tively”. The second World Summit on Emo- 
tional Intelligence was held in Britain last 
year, and was attended by representatives 
from corporations such as American Ex- 

` press, the ssc and Tesco. 

‘ But Southampton is the first local educa- 
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tion authority (LEA) to have tried out emo- 
tional literacy in schools, piloting pro- 
grammes in go schools over the past 18 
months. This week was crunch time for 
these programmes, as the LEA received its 
latest report by Ofsted, the government's 
educational-standards watchdog. Ofsted 
has never been known to pull its punches 
when reporting on innovative teaching 
methods. So education chiefs in the city were 
delighted by the comment that the emo- 
tional-literacy strategy is “highly valued by 
the project schools and is contributing to im- 
proved levels of behaviour management in 
schools.” This gives the green light to other 
Leas to implement their own emotional-lit- 
eracy classes. 

Great claims have been made for emo- 
tional literacy. Some claim that it can civilise 
society and political culture; others even 
maintain it could make the English talk 
about subjects other than the weather. 






















































BRITAIN 


Schools, on the other hand, take a more utili- 
tarian approach and use it as a way to man- 
age pupils’ behaviour. With 54% of pupils on 
free school meals and lots of single-parent 
families, Mason Moor school is in what is 
called a “challenging catchment area”. Ms. 
Nicholson argues that emotional literacy is 
animportant counterweight to the relentless 
drive to raise low academic standards. To do 
better, pupils have to “risk failure”, “under: 
stand criticism” and “accept target-setting”. 
Exploring a wider emotional vocabulary al- 
lows children to come to terms with what is. 
emotionally required for doing better aca- 
demically. ; 

Peter Sharp, principal education psy~ © 
chologist for Southampton City Council, ar- 
gues that when pupils arrive at a school such: 
as Mason Moor, they will have a “feelings 
vocabulary” of only up to ten words. And 
when they want to extend it, all they do is 
add a four-letter epithet. Emotional literacy 
equips these pupils with more appropriate 
words and responses. Ms Nicholson claims 
that it has helped reduce playground vio- 
lence at the school, and has raised the stan- 
dard of work in the literacy hour. 

But not everybody is in favour of this 
warm, if woolly, stuff. Some argue that _ 
Southampton is using it as a cheap way of 
trying to deal with a serious, expensive pro- 
blem—-disruptive children with conditions 
such as attention deficit disorder, who 
should be in special facilities, not in main 
stream schools filling in spurious question- 
naires about their emotions. One angry loca 
parent, who claims that two of his children 
have been bullied by others with “special 
needs”, has gone so far as to set up a group. 
called HeLe—Halt Emotional Literacy Pro- 
gramme. He has already collected the signa 
tures of the parents and guardians of 94 chil: 
dren at his son’s school, all concerned by the . 
implications of emotional literacy. 

Southampton Lea’s policy is, indeed, t 
try to include as many difficult and disrup- _ 
tive children in mainstream education as 
possible. But the council argues that this i 
part of a wider “inclusion” strategy that pre 
dates any attempts at emotional literacy. 
And the Southampton schools argue vigor- 
ously that emotional literacy works only if it 
is combined with a normal exclusion policy, 
not as a substitute for it. The Ofsted report 
shows that far from using emotional literacy 
to skimp on costs, Southampton still dele- 
gates a higher-than-average proportion of 
money to fund its special needs and out- 
reach programmes. 

As Ms Nicholson at Mason Moor school _ 
acknowledges, emotional literacy “does not 
work with the extremes of children’s behav-: 
iour”. She sees a more modest role for it, as “a 
practical way of ensuring that the class func- 
tions properly.” That would be good enough 
for most heads now considering emotional 
literacy classes for their schools. a 





























CCT A DONNA è mobile,” wails that duke in “Rigoletto”; and 

women are especially fickle when it comes to voting. Opin- 
ion polls consistently find them more likely than men to declare 
themselves “undecided” about which party they intend to sup- 
port in the coming election. On the other hand, once they have 
made up their minds, women are more willing than men to do 
something about it. For two decades now, British women have 
been likelier than men to cast their votes; in the general election of 
1997, 34 more women voted than men—a turn-out gap of almost 
2m votes. Which leads the Fawcett Society, an organisation that 
champions sexual equality, to declare happily, “women’s votes 
will decide the outcome of the next election.” 

Whereas American women 
have tended to support the Demo- 
crats, British women, especially 
older women, are more Conserva- 
tive. Why is a bit of a mystery, since 
the Labour Party has always es- 
poused enthusiastically the sorts of 
issues—health,  education—that 
women say they care about. It may 
be that women have tended to shy 
away from Labour because it came 
out of the only environment more 
misogynistic than the Tories’ gentle- 
men's clubs—the trade union 
movement. Certainly, as the links 
between the Labour Party and the 
unions have weakened, so the gen- 
der gap has narrowed. It was hugein 
the 1950s, at about 17 points. It nar- 
rowed in the 1980s; widened again 
in1992; and, in 1997, shrank toa cou- 
ple of percentage points. 

Surely, with its caring, sharing 
policies, New Labour should be 
able to reverse the gender gap? After 
all, the ladies do love Tony Blair. 
Notwithstanding the humiliation 
the Women’s Institute inflicted on 
him last year, when its members 
booed him into a flummoxed si- 
lence, women like him much better 
than they like that smug, patronising, bald Mr Hague. Yet even so, 
women are less likely than men to express satisfaction with the 
government, and have been slower than men to forgive the gov- 
ernment after last September's fuel crisis, when Labour's poll rat- 
ings plunged briefly lower than the Tories’. 

What has the government done wrong? It has wooed women 
assiduously. By discriminating in favour of female candidates be- 
fore the 1997 election, New Labour got a record 101 women into 
Parliament. That gave rise to a famous photograph—now derided 
as patronising—of Mr Blair with his “babes”. Several women got 
big jobs: Harriet Harman was made secretary of state for social se- 
curity, over the head of Frank Field, the mp who had done mostin 
opposition to “think the unthinkable” about welfare reform. Mar- 
garet Beckett became president of the Board of Trade. There was 
even talk, before the last election, of a ministry for women. 

The argument for more women politicians was notjust that fe- 
male voters liked seeing their pretty faces, but also that they would 
develop more female-friendly policies. And the government has 
indeed come up with some (whisper it) feminist policies on child- 


“Ory 














What women want 








care and employment. But much of this has been down to the only 
recently married, still-childless chancellor, Gordon Brown; while 
over other sorts of “women’s issues” the government has got its 


Both main parties suspect that one way into women’s dispro- 
portionately conservative hearts is to go on about the traditional 
family. In one of several neurotic memos leaked last year, Mr Blair 
moaned about how unfair it was that he of all people was seen as 
“out of touch” with “gut British instincts” on several issues, includ- 
ing the family. He demanded robust policy initiatives with which 
he could be “personally associated”. But since families nowadays 
come in all shapes and sizes, and it is not cool to be “judgmental”, 
this has not been so easy. 

Whereas the Conservatives 
have chosen to make the case for 
traditional marriage, and to reflect 
their preference by restoring the 
married-couple’s tax allowance, La- 
bour ministers have fallen out over 
whether it is right even to endorse 
marriage in principle. The first draft 
of a forthcoming white paper on the 
family, drawn up by Paul Boateng at 
the Home Office, dared to venture 
the opinion that children brought 
up by married couples were more 
likely to have stable childhoods. 
This assertion attracted the scorn of 
a trio of female ministers—Lady Jay, 
Margaret Hodge and Tessa Jowell— 
who argued that it would offend 
single, co-habiting or divorced peo- 
ple who were also capable of being 
perfect parents. Righteous praise of 
traditional family structures might 
anyway sound a discordant note 
from a cabinet in which about one 
minister in three has been divorced 
or co-habits, and which contains 
two openly gay members. The con- 
tentious white paper now awaits 
Mr Blair’s casting vote. 

Nor has the increased number 
of mps led to the political power that some had hoped. That 
women’s ministry, for one thing, never came into being: all that 
emerged was a “women’s unit” which has attracted as much 
mockery as respect, especially after convening a summit on “body 
image”, and now seems to be fading away altogether. As for those 
high-profile cabinet ministers, Ms Harman was sacked in Mr 
Blair’s first reshuffle and Mrs Beckett was demoted. 

If Mr Blair does win a second term, he is likely to have fewer 
babes to pose with. But, as his first term has shown, having a repre- 
sentative parliamentary cadre does not, in itself, solve anything. It 
has not helped Labour resolve the contradictions between 
women’s traditional, and modern, roles. The mrs have attracted 
most public attention for their strong views about baby-changing 
facilities at the House of Commons (for) and the long hours ps 
work (against). These preoccupations may have suggested to vot- 
ers that female mrs are just as self-serving and remote as the male 
of the species is widely held to be. The gap between politicians and 
ordinary people may be even more important—and difficult—to 
bridge than the gender gap. 
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STARZ 
News that's as individual as n 


When it comes to news, | rely on detailed coverage of specific issues on STAR News right now. But, as STAR introduces 
new products such as enhanced television and interactive portals I'll be able to do things like access more in-depth 
coverage of issues, check news archives, switch between reports, click to get updated details, and even choose between 
presenters. It's going to give me more ways to get more of the news I like. e 


STAR 


Darryn Roderiguez 
one of STAR's 300 million viewer 


STAR MOVIES - STAR MANDAR ARIN MOVIES > STAR 
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If your company isn’t connected to this Asian city, you might not really be doing business on a global scale. NTT 
Communications can change that. As Japan’s leading telecommunications company, NTT Communications can provide your 
business with everything it needs to stay ahead of the competition, including our one-stop network solutions service: Arcstar. 
Currently serving 25 major cities around the world and available in 53 countries, Arcstar can develop the network solution 
that’s right for you. And with special focus on IP (Internet Protocol), Arcstar offers top quality, high-speed and secure access 
to the Internet. So when it comes to connecting to Singapore, or anywhere else in the world, connect with NTT Communications. 


Your Trusted Partner In Network Solutions. 


MTT Communications 


www.ntt.com/world 


Seoul, Beijing a Hong Kong Hanoi Bangkok Manila Kuala Lumpur 
New York Washington D.C. Virginia San Franciscd 


For further iiformatlon: contact: NTT Communications Corporation, NTT Hibiya Bldg 1-1-6 Uchisaiwai-cho, Chiyoda-ku, Tokyo 100-8019, Japan 
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Reinventing Tata 


MUMBAI, PUNE AND JAMSHEDPUR 


India’s oldest conglomerate must struggle to reform if it is to prosper in a more 
competitive world. This week’s decision to privatise the Maruti car firm is 


only one of many challenges 
6C™PATA is a microcosm of India,” says R. 
Gopalakrishnan, senior director of 
Tata Engineering, the heart of India’s biggest 
conglomerate, the Tata Group. “It’s huge, 
sprawling, complex, full of heritage, and it 
needs to change. But it is difficult to change.” 

The Tata family of rich, high-minded 
Parsee textile entrepreneurs based in Mum- 
bai started the industrialisation of India 100 
years ago, notably with the building of the 
first steel mill and a model new town for 
workers at Jamshedpur, 150 miles north of 
Calcutta. A generation later, it also founded 
Tata Air, which was later nationalised as Air 
India. Today, the group is bidding (with Sin- 
gapore Airlines) to buy back Air India as it is 
partially privatised. 

Tata is now a sprawling empire of some 
80companies ranging from steel, power gen- 
eration and cars to tea, hotels and software. It 
has annual sales of over $8.5 billion and it 
prospered hugely behind the high tariff 
walls and barriers to inward investment that 
existed during India’s days of post-imperial 
autarky. But as the country slowly deregu- 
lates and allows in foreign companies, the 
Tata behemoth is having to shape up and 
face entirely new competitors. 

Many Tata companies have been failing 
to pull their weight of late. Ratan Tata, 
nephew of the legendary J.R.D. Tata who led 
the family group for nearly 50 years, points 
out that 11 of the 80 companies account for 
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85% of revenues and 90% of profits. So he has 
been getting out of some sectors, such as ce- 
ment, a sluggish low-margin business, and 
others, such as toiletries, where Tata’s market 
share had melted as competitors grew stron- 
ger. Now he wants to shape the group 
around seven businesses: metals and miner- 
als, automotive and engineering, chemicals, 
agro-business, hotels, rr and power. 

But reshaping Tata is not as simple as it 
might be for an American or European con- 
glomerate. The group’s structure was a laby- 
rinth of cross-shareholdings among operat- 
ing companies and tiny stakes held by the 
private holding company, Tata Sons Limited 
(rst). The main task Mr Tata faced when he 
succeeded his uncle in the early 1990s was to 
re-establish some sort of control over the 
companies that bore the Tata name. “I found 
that the Tata stake had become diluted 
down to single figures. In the case of Tata 
Steel, for instance, we owned only 2%.” 

To tackle the problem of the small stakes, 
Mr Tata used a controversial ploy. He made a 
TSL rights issue, to which operating compa- 
nies more or less had to subscribe, and re- 
vived an old royalty levy on their turnover 
for using the Tata brand name. 

The tiny stakeholdings were only one 
problem in transforming the loose federa- 
tion of companies bearing the family name. 
Equally important were the independent- 
minded nabobs who ran the operating com- 


panies and who had grown complacent 
during the years of easy living. Most of them 
were in their seventies and showed no signs 
of letting go, especially since they had no 
proper pensions. Mr Tata gradually intro- 
duced rules in each company, arguing his 
case board by board, to retire chief execu- 
tives at 65 and chairmen at 70, easing their 
exit with new pension schemes. 

Tata now holds, on average, 26% of its 
quoted operating companies, and Mr Tata is 
keen to advance that figure gradually to over 
50%. In addition to strengthening the stakes 
of the holding company, he is beefing up 
central management. Tata’s head office is a 
modest building in Mumbai’s business dis- 
trict, anything but a bloated headquarters. In 
it, Mr Tata wants to create a lean corporate 
office of directors with enough clout to en- 
force discipline on the operating units. 


Driving forward 

Nothing illustrates the self-confidence of 
Tata better than the Jamshedpur steel com- 
plex, which produces hot-rolled coils of steel 
at a world-class cost of $160 a tonne, second 
only to South Korea’s huge Posco complex 
which manages $154 a tonne. Jamshedpur 
achieves its spectacular efficiency through 
smooth operating of ancient but long-writ- 
ten-off blast furnaces that feed modern 
steel-making and rolling mills. The group 
has just invested $240m in a state-of-the-art 
cold-rolling mill to produce high-grade 
sheet steel for India’s car industry, which has 
the capacity to make 1.5m cars a year. 

While steel makes healthy profits for 
Tata, the same can no longer be said of Tata 
Engineering (formerly known as Telco), the 
heart of the traditional group. It long enjoyed 
a two-thirds share of the Indian lorry mar- 
ket, which it developed originally in con- 
junction with Mercedes-Benz. Since it cut 
that cord 30 years ago, it has produced its 
own lorries and seen off local competition 
from Japanese joint ventures, partly because 
it has wholeheartedly adopted Japanese 
manufacturing techniques at its factories in 
Pune. In the post-liberalisation boom of the 
mid-1990s, Tata saw its lorry sales soar by 
30-40% a year. But that bubble burst, and 
Tata has cut about 4,000 jobs in the business 
as it has trimmed capacity. 

The way Mr Tata tells it, the group sidled 
into car making, encouraged by its rout of 
the Japanese in the lorry market. Unfortu- 
nately, cars have not been so easy since Tata 
launched its first model, the Indica, a small 
saloon, nearly three years ago. Quality pro- 
blems have damaged its reputation and led 
to expensive warranty claims. Mr Tata ad- 
mits that he wanted to have a fifth of the 
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Jammed gearing 
Tata Group companies 
Nine months ending December 2000, $m 
Profit 

Revenue after tax 
Tata Engineering 1,273 -81 
Tata Steel 1,250 79 
Tata Power 663 : 74 
Tata Chemicals 324 : 68 
Hotel chain ' 113 17 
Tata Tea 151 21 
Source: Company report SASi] 








market by now instead of just over 10%. 

Not that the Indian car market is a push- 
over any longer. The streets of New Delhi 
and Mumbai may still be graced with stately 
old Morris Oxfords, churned out by Hindu- 
stan Motors as the Ambassador model, but 
they are a period relic in a niche market. The 
Maruti small-car company is now the domi- 
nant force. Formed in the early 1980s as a 
joint venture between Suzuki of Japan and 
the Indian government of Indira Gandhi, it 
eventually captured 80% of the market, 
helped by government money. When Tata 
challenged it head-on in 1999, Maruti coun- 
tered with new models and big price cuts. 
But the arrival on the market of both Tata 
and Hyundai from South Korea has pushed 
Maruti’s share below 60%. 

Nearly all the world’s leading car com- 
panies now have a presence in India, rather 
as they have in Brazil. But, for the moment, 
the competition and overcapacity is such 
that no factory is operating at more than half 
capacity. Given that car factories need to be 
operating at four-fifths capacity to make de- 
cent profits, this is a big problem. 

The car-industry mess could be further 
complicated by the planned privatisation of 
Maruti announced this week. None of the 
world’s car companies, to which the stake to 
be privatised has been quietly hawked, is 
much interested. The outcome is likely to be 
that General Motors (which now owns 10% 
of Suzuki and drives it from the back seat) or 
Tata will take up the Maruti stake. 

Whatever the fall-out from the privati- 
sation, Mr Tata already has a strategy to bol- 
ster his venture into the car market. He is ne- 
gotiating a deal with the French psa Peugeot 
Citroën group to develop a saloon version of 
its little 206 hatch-back. Such a vehicle 
would be manufactured in Peugeot's Brazil 
factory for the Latin American market, and 
by Tata at home for its local and South-East 
Asia market. 

The deal is interesting in two ways: first, 
Indians rather than Europeans will be doing 
the high-value engineering development 
work, at one-third of the European cost; sec- 
ond, it could lead to closer collaboration 
with the French group, which might even 
buy into Tata’s car business. Peugeot’s chief 
executive, Jean-Martin Folz, is desperate to 
build on his company’s purely European 
success by selective expansion in fast-grow- 
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ing markets such as India. 

But Mr Tata has another option should 
the car venture prove onerous. Tata’s com- 
puter consultancy, Tcs, unlike other Tata 
group companies, isa wholly owned subsid- 
iary of TsL. It is India’s biggest software com- 
pany by far, and has become the new life- 
blood of the Tata empire. Its client list 
features many of the top American compa- 
nies with whom it does business on highly 
profitable terms. rcs, founded more than 30 
years ago, has its own range of software pro- 
ducts and a reputation for on-site imple- 
mentation. For some time, Tata has been 
considering a flotation of the company. Mr 
Tata will not commit himself to the timing, 
nor will he say what percentage of the shares 
will be floated. But, for sure, it is coming. 

Tata, with its paternalistic, charitable 
heritage, cannot re-shape itself as blithely as 
an American or European group. “How 
could I get out of steel when 100,000 workers 
and ım people in Jamshedpur depend on us, 
in a very poor part of India?” asks Mr Tata. 
Instead, at Jamshedpur, his managers con- 
centrate on making their steelworks world- 
class, while elsewhere in the group they are 
prepared to take audacious moves, such as 
that into car making. 

Mr Tata is adamant that he is not going to 
pour away the group’s software wealth in 
traditional industries such as car making. 
But he knows that the harvest to be reaped 
from the software investment might have to 
carry Tata through some lean years ahead. 





Napster 


And the band 
plays on 


SAN FRANCISCO 


HE music is still playing at Napster, the 

Internet service that allows its users to 
swap music files for free. But only just. On 
February 12th an appeal court partially up- 
held an injunction, granted last July, calling 
for the service to be shut down. The good 
news for the Recording Industry Association 
of America (RIAA), which had 
applied for the injunction on 
the ground that Napster was 
facilitating piracy, was that the 
appeal court rejected most of 
the arguments that Napster of- 
fered in its defence. But the 
court quibbled with the in- 
junction in its current form, 
and asked for it to be slightly 
rewritten. So Napster’s tens of 
millions of users, who faced 
the prospect of the service be- 
ing unplugged, can continue to 
use it—for now. 

Specifically, the appeal 





court complained that the injunction is too 
broad, in that it seeks to prevent all file- 
swapping activity via Napster. While the 
court agreed with the rraa that Napster 
“knowingly encourages and assists” in the 
exchange of copyrighted material, it noted 
that a small amount of legitimate material is 
also available on the service. The court ruled 
that expecting Napster to be able to distin- 
guish between legal and pirated music, and 
to allow trade in the former but not the latter, 
was unreasonable. So the new injunction 
will require record companies to inform 
Napster of specific examples of piracy, so 
that they can be removed. 

If Napster fails to remove pirated files, it 
will be in breach of the new injunction, and 
since removing individual files from a de- 
centralised service like Napster is essentially 
impossible, this will in effect force it to shut 
down. Preparation of the new injunction 
will take days, if not weeks, however, and 
Napster still has a few more cards to play. In 
particular, it can call for another hearing in 
front of a panel of judges, and it can then ap- 
peal to the Supreme Court. 

Even so, Napster’s defence is in ruins. The 
firm’s suggestions that swapping of files by 
its users counted as “fair use”, and that such 
swapping was protected by a previous case 
relating to the use of video recorders for time 
shifting, were both rejected. Worse, since the 
court determined that Napster knew its ser- 
vice was being used for piracy, it could now 
be found guilty of vicarious infringement by 
its users, and face huge fines. 

The ruling is also bad news for Bertels- 
mann, the parent company of BMG, a record 
company that switched sides and formed an 
alliance with Napster last October. The idea 
was that in return for dropping its suit, Ber- 
telsmann would work with Napster tocreate 
a legal, subscription-based service, and 
would encourage other record companies to 
co-operate. Napster users, after all, consti- 
tute the largest community of music-lovers 
onearth. The service claims to have over 50m 
registered users, and surveys show that most 
of them would be prepared to pay a monthly 
subscription. 

But despite optimistic noises from An- 
dreas Schmidt, chief executive of Bertels- 





Shawn Fanning, Napster’s founder, is not upset 
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mann’s e-commerce group, that the sub- 
scription service would be ready for launch 
in June or July, none of the other “Big Five” 
record labels has signed up. And without 
their support, launching a legal version of 
Napster’s “universal jukebox” is impossible. 
Mr Schmidt nonetheless insisted this week 
that “file-sharing is here to stay” and that 
teaming up with Napster was the right thing 
todo. 

Rival firms offering legal music down- 
loads, in some cases for a fee, are rubbing 
their hands with glee at the prospect of a del- 
uge of migrating Napster users. But the real- 
ity is that such services have so far failed to 
take off, largely because they offer a limited 
selection of music. It is far more likely that 
Napster users will flee to the dozens of alter- 
native Napster-like services that have 
sprung up over the past few months, all of 
which have been designed to be far harder to 
shut down. By refusing to deal with Napster, 
the industry will then have missed an 
opportunity to move its users en masse to a 
legal service. 

a 





Beef market 


Contaminated 


HANKS to wildcat bans on imports from 

countries suspected of harbouring 
“mad” cows, beef-price fluctuations in re- 
cent weeks have been madder than the 
cows. The problem of contaminated beef, 
and hence the market distortion, is worst in 
Europe. Along its fringes, countries that 
traditionally imported its beef have turned 
to other sources. Following French and Ger- 
man reports of mad cows, which carry a dis- 
ease that could cause a fatal brain disorder in 
humans, Egypt banned all West European 
beef in November; Romania forbade im- 
ports of Italian beef in January; and Oman 
initiated a Europe-wide ban this month. 

Most recently (and creatively), Bulgarian 
meat processors have begun to press for a 
ban on the country’s own beef exports in or- 
der to crowd imports out of its market. The 
Eu’s share of world beef exports has been 
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dropping steadily (see chart) since the first 
mad-cow scare, in Britain back in 1996. 

Fears of mad cows have also reached the 
western coastof the Atlantic. Canada, which 
exports over half of its own beef production, 
initiated a NAFTA-wide hiatus on imports of 
Brazilian beef earlier this month on the basis 
that Brazilian herders had imported some 
European stock in 1999. Brazil has never had 
a confirmed case of mad-cow disease, but 
the ban is costing its exporters $1m a week. 

Each import ban further segments the 
beef market: rather than a world market fora 
single commodity, traders are left with sev- 
eral markets with overlapping customers. 
Demand shifts away from mad-cow-sus- 
pected countries to safe countries, creating 
price fluctuations and necessitating new 
business partnerships. The Bulgarian and 
Canadian cases highlight an additional 
complication in the market: many exporters 
are importers too. This creates extra volatility 
in prices, as buyers of domestic beef switch 
to imports just as a country’s exports are be- 
ing curtailed. Beef prices in France, which 
finds itself in just that situation, were three 
times as volatile in 2000s in 1996; prices cur- 
rently stand about 25% lower than their 
highs of last September. 

In the meantime, the world’s “safe” ex- 
porters are expecting rising demand and 
warning consumers of higher prices tocome. 
Argentina has rebounded from a foot-and- 
mouth disease alert last year to mount a 
massive marketing campaign aimed at en- 
hancingits exports to Europe and Asia. So far 
it has obtained a commitment from Carre- 
four, the world’s second-largest supermar- 
ket chain, to distribute Argentine beef 
throughout its 9,000 stores. Australian ex- 
porters also stand to benefit in nearby parts 
of Asia; Malaysia decided to ban European 
beef in January. 

America has strictly forbidden the use of 
feed derived from animal products—an al- 
leged transmitter of mad-cow disease— 
since 1997 and claims that its herd is the saf- 
est in the world. The discovery that some 
cows in Texas had eaten the feed last month 
resulted in a lightning-fast quarantine order 
from the Food and Drug Administration. 
Nevertheless, America’s beef industry might 
not be heading for salad days. The country’s 
economic downturn is expected to depress 
domestic demand, dampening the effect of 
improved exports. 

The beef market's tribulations have gen- 
erated political heat. The European Com- 
mission, under fire for its failure to eradicate 
mad-cow disease on the continent, has initi- 
ated aslaughter of 400,000 cows in Germany 
as part of a new plan worth €971m ($1.1 bil- 
lion). Franz Fischler, the ev’s agriculture 
commissioner, claims that beef’s safety pro- 
blems prove that farm products are different 
from all other commodities—a justification 
for Europe’s protectionist Common Agricul- 
tural Policy. This assertion is sure to rile Eu- 
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Fit for a table? 


rope’s trading partners in advance of new 
multilateral talks that are expected to be 
launched later this year. 

Canada’s ban on Brazilian beef threat- 
ens to disturb global trade as well. Brazil con- 
siders the prohibition a form of retaliation 
for subsidies granted to Embraer, a maker of 
regional jet aircraft and the main competitor 
to Canada’s Bombardier. Its president, Fer- 
nando Henrique Cardoso, gave Canada 
three weeks to reverse the ban or face an all- 
out trade war. NAFTA experts travelled to 
Brazil this week to test the country’s herds 
for disease. As long as the “shoot first, ask 
questions later” approach prevails, the 
global beef market will continue to be a 
source of madness. 
= 





Japanese corporate raiders 


Ever so polite 


TOKYO 


HE next time you are reminded that hos- 

tile takeovers are not done in Japan, 
mention “Nottori” Keita. Born in 1882, Keita 
“The Raider” Goto was the colourful foun- 
der of the Tokyu empire. Although he started 
off with a small railway company in the 
1920s, he gradually built this up through a 
string of takeovers and mergers into a 
sprawling conglomerate. Mr Goto is best 
known for his hostile takeover of Shirokiya, 
a troubled department store in the heart of 
Tokyo in the 1950s. Now, half a century later, 
the spirit of “Nottori” Keita is making a bit of 
acomeback. 

This is not the first time that such a 
change in Japan’s dozy corporate culture has 
been predicted. Huge shifts are taking place 
beneath the calm surface of Japanese busi- 
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Keita “The Raider” in hostile times 


ness, but they are glacially slow and the tim- 
ing of their impact is unpredictable. Cross- 
shareholdings between banks and their cor- 
porate chums, for example, are unwinding, 
and many of the freed-up shares have been 
bought by foreign investors. Thus, when 
Boehringer Ingelheim, a German pharma- 
ceuticals company, made an unsolicited bid 
last year for ssr, a Japanese over-the-counter 
drugs maker, analysts predicted that a new 
wave of similar bids might follow. Some 
even forecast the imminent arrival of an 
“Anglo-American” maa (mergers and ac- 
quisitions) market, where investment banks, 
company bosses and investors would wres- 
tle for control of companies. 

Japan might not be quite there yet, but 
signs of more rapid change have emerged 
over the past year. Thanks to the troubles of 
the banks, for instance, cross-shareholdings 
are getting dumped on to the market faster 
than ever. Fuji Bank, a huge source of previ- 
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ously unavailable stock, is thought to have 
recently dumped up to 2% of Canon’s equity. 

Another sign of change is the work of 
M&A Consulting, a boutique set up by Yosh- 
iaki Murakami, a former top bureaucrat. Mr 
Murakami made headlines last year with Ja- 
pan’s first hostile bid, for Shoei, a raw-silk 
maker which now makes batteries. The bid 
failed, so Mr Murakami set off on a different 
tack, this time as an activist shareholder. He 
is currently raising funds from Japanese and 
American investors to back him. 

The idea, says Kenya Takizawa, one of 
the firm’s three partners, is to take a gentler 
approach, buying stakes in undervalued 
companies, then working on their manage- 
ment to persuade them to change. There are 
pots of gold hidden everywhere, he says. Be- 
cause the market is so inefficient, about one- 
tenth of Japan’s 3,500 listed companies have 
break-up values of more than twice their 
market capitalisation. Thanks to the perva- 


sive system of cross-shareholdings, a listed 
subsidiary (such as Fuji Electric) will quite 
often own shares in its listed parent (Fujitsu) 
worth more than its own market value. 

M&A Consulting’s medicine might be 
bitter for many managers, but it is a lot 
sweeter than some of the potential alterna- 
tives. For example, foreign asset-strippers are 
believed to be eyeing wobbly companies, es- 
pecially in the property sector. Snow Brand, 
a milk company involved in a food-poison- 
ing scandal last year, is talked about as one 
possible target because its share price has 
slipped as a result of the scandal. Using the 
same logic, other disgraced companies such 
as Bridgestone, a tyre maker, and Ajinomoto, 
another food company, are also potential 
targets. Meanwhile, there are rumours that 
international telecoms giants are sniffing 
around for bargains. 

The key change in Japanese markets this 
time is in investors’ attitudes. Individuals 
and foreigners, who are increasing their 
stakes, have always been expected to vote in 
their own best interests. But now Japanese 
institutions are increasingly joining them. 
Two years ago, the Pension Funds Associa- 
tion, a trade organisation, drew up new in- 
vestment guidelines that require investment 
managers to vote their shares responsibly 
and solely in the interests of shareholders. 
Last month, the health and labour ministry 
came up with similar guidelines. Through 
public-pension funds, the ministry invests 
no small amount of money itself in the 
stockmarket. But the most important thing, 
says Nicholas Benes of Japan Transaction 
Partners, an Maa boutique, is the signalling 
effect: “People are coming to see what is the 
right thing to do.” 





Corporate governance in France 


Where's the Michelin woman? 


PARIS 


This week’s dispute over the Schneider/Legrand merger shows how far 
France is behind in matters of corporate governance 


Or’ MANY issues of corporate gover- 
nance, France is way behind best prac- 
tice. Michelin, for example, the world’s big- 
gest tyre maker, is one of France’s 
best-known and mostinternational compa- 
nies. Its shares are listed on the cac index of 
France’s 40 leading companies by market 
value, and it sells its products all over the 
world, so much so that its home market ac- 
counts for only 15-20% of its sales. So how 
many members of its board come from out- 
side France? None. 

In fact, Michelin barely has a board to 
speak of. Although its shares are listed in 
Paris, it remains family-controlled. And al- 
though it boasts a supervisory board, in 
practice it is run by an all-powerful triumvi- 
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rate of so-called managing partners, two of 
whom are scions of the Michelin dynasty. 
Among the cac4o, it and Lagardère, a de- 
fence group, are examples of an odd French 
company structure whereby shareholders 
hand over power to managementand retain 
almost no scrutiny over their decisions. The 
remaining 38 companies in the index have 
more typical limited liability structures. 
Small wonder, then, that Michelin has 
one of the worst corporate governance re- 
cords in France, perhaps in Europe. A recent 
study by Korn/Ferry, a headhunting firm, 
says that Michelin is the only member of the 
cac4o that has made no progress towards 
meeting the standards set by the second of 
the two Viénot reports (published in 1999) on 


how to improve corporate governance. The 
issue is especially fraught because foreign in- 
vestors own around 40% of the shares in the 
cac4o and have been pushing for greater 
openness. 

According to the Korn/Ferry study, Mi- 
chelin is increasingly isolated. Of the leading 
40 companies, only two others have failed to 
implement all of the rather limited recom- 
mendations of the first Viénot report (pub- 
lished in 1995). One is Cap Gemini, a consult- 
ing group that recently merged with Ernst & 
Young and which gets barely any scrutiny 
from outside directors. The other is Sodexho, 
an international food and business-services 
group that is heavily influenced by the Bel- 
lon family, which owns a 41% stake. Like Mi- 
chelin, it has no non-French board members 
despite depending on external markets for 
nearly 90% of its turnover. 

In general, corporate governance at big 
French companies is steadily improving. But 
progress towards the more ambitious goals 
of the second Viénot report is slow. The goals 
include such measures as the separation of 
the roles of chairman and chief executive, 
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full disclosure of the boss's pay 
and stock options, and the ap- 
pointment of independent di- 
rectors. According to Kom/ 
Ferry, agroup of six companies 
is clearly ahead of the pack: Air 
Liquide, Alcatel, Aventis, CCF, 





Crédit Lyonnais and 
Schneider. But none is perfect. 
= Take, for . example, 


Schneider’s recently agreed 
€79 billion ($7.3 billion) bid 
for Legrand, a merger that 
would form one of the world’s 
biggest suppliers to the power 
industry. Although the 
Schneider: offer represents a 
handsome premium on the 
Legrand share price, some of Legrand’s mi- 
nority shareholders—holders of “preferred” 
shares that carry an extra dividend but no 
voting powers—believe they are being 
short-changed by some 43% in comparison 
with Legrand’s ordinary shareholders (who 
include Legrand’s directors and the com- 
pany’s founding families). 
< Schneider and Legrand dispute the 
charge hotly. They note that preferred share- 
holders would be getting a premium of 25.5% 
compared with their shares’ closing price a 
month ago; that the offer prospectus has 
been approved by France's stockmarket reg- 
‘ulators; and that the protesters represent less 
than 6% of the outstanding preferred shares 
and less than 2% of Legrand’s issued capital. 
No matter. The’ preferred shareholders, 
‘who held an international conference call 
Jast week to discuss tactics, are fighting back 
‘in the knowledge that bad publicity will 
surely harm the merged group's. prospects 
‘on Wall Street. Whatever the outcome, the 
protesters have gained some useful time: the 


























Paris Appeals Court decided this week thatit 
would delay a hearing on the dispute until 
April 3rd, forcing Schneider to extend an of- 
fer deadline originally set at March 7th. 

Of the Korn/Ferry study’s other stars, 
Crédit Lyonnais scores well for clear disclo- 
sure of pay and its governance principles, 
but it is a laggard in having only one inde- 
pendent director. In the United States, com- 
panies’ boards increasingly have the com- 
plete opposite—only one non-independent 
director, the chief executive. 

Plenty of outside directors have been ap- 
pointed to French companies in recent 
years, but hardly any last year. Likewise, 
French companies stalled on appointing for- 
eign directors last year. One in five directors 
is now non-French, against one in ten five 
years ago. But that proportion hardly 
budged in 2000. The same can be said for the 
number of female directors. It has doubled 
since 1997, but women occupy a modest 6% 
of board positions. About time for a Miche- 
lin female director? 





Russia's overseas investment 


Comrade capitalist 


KIEV, MOSCOW AND WARSAW 


Cash-rich Russian firms are exporting their secretive practices around the 


former Soviet empire 


E ex-communist countries of Eastern 
Europe are becoming increasingly 
twitchy about Russian economic influence 
in the region. The story varies country by 
country, but the two basic elements are the 
same: Russian companies, especially in the 
: energy industries, are awash with cash; and 
| the means that they use in their foreign in- 
vestments and contracts (and their ultimate 
ends) are often questionable. 

The easiest targets for Russian investors 
are debt-ridden, badly run companies in 
poor, politically weak countries. In basket- 
cases like Georgia, Moldova and Ukraine, 
the main tactic is to use energy debts. These 
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run to hundreds of millions of dollars and 
are practically unpayable—so Russia swaps 
them for shares in installations such as pipe- 
lines and refineries. 

In Ukraine, which has been leaning to- 
wards Russia politically in recent months 
(see page 53), Russian investors have 
snapped upa bunch of important industrial 
companies, including the $7om sale of 68%of 
the Zaporizhia aluminium smelter to the 
Russian car maker Avtovaz. In addition, 
Alfa, a well-connected Russian holding 
company, has bought a majority stake in a 
Ukrainian oil refinery, and a television and 
radio station. 


“BUSINESS 


In most of these deals, the motives are 
clearly commercial. Whereas western inves- 
tors tend to run away screaming when con- 
fronted with Ukrainian factories and the bu- 
reaucrats that plague them, Russian 
companies have the political clout, the ex- 
perience, and the access to cheap energy, to 
make them work better—or at least less 
badly. Although the Ukrainian government 
has tried to block some of these deals, few 
feel ina position to quibble. 

In wealthier and more independent- 
minded countries, the prices are higher and 
the obstacles greater. Russia’s national gas 
company, Gazprom, tried secretly last year 
to take over Hungary's second-biggest 
chemicals company, BorsodChem, using an 
Irish-based shell company. Balazs Horvath, 
the former head of Hungary’s security ser- 
vice, said Gazprom’s behaviour was “an ex- 
tremely serious national security risk”. 

There is a similar twitchiness in Poland, 
where another Gazprom wheeze came 
badly unstuck last year. The company, to- 
gether with local partners, had built a new 
pipeline across Poland, which started 
pumping gas in September. In December, 
however, it emerged that Gazprom had also 
used the route for a high-capacity fibre-optic 
cable—and had neither informed, nor paid, 
the Polish authorities. Enraged Polish peas- 
ants cut the cable. 

Gazprom’s local partner, Bartimpeks, - 
has prospered hugely thanks to its remark 
able good luck in gaining a franchise for the 
country’s gas imports. Bartimpeks has no. 
fewer than 17 former ministers and senior of- 
ficials on its payroll. Its owner, Alexander 
Gudzowaty, is the closest Poland has to a 
Russian-style “oligarch”, and is a lavish sup- 
porter of political and charitable causes. At 
one particularly spectacular party for the 
Polish political elite, he flew in musicians 
from the La Scala opera house in Milan, as. 
well as a senior Russian politician, whose 
presence in Poland came as a complete sur- 
prise to the government. 

Other Russian interests in Poland are 
also attracting scrutiny. Large lumpsof prop- 
erty belonging to Communist-era organisa- 
tions (such as the former Warsaw headquar- 
ters of Soviet military intelligence) are now 
rented out to private tenants. What happens 
to the rental income is unclear. Polish offi- 
cials also worry about shadowy Russian- 
backed intermediaries gaining a role in the 
country’s oil business. ; 

There are two possible dangers in all this: 
One is that Russia will be able to regain some 
influence in its former empire among cash- 
hungry politicians and officials. Another is 
that it may be able to block efforts to diver- = 
sify energy supplies. Bartimpeks is lobbying __ a: 
hard against a planned new Polish gas pipe- = 
line to Norway; Poland currently imports __ 
80% of its gas, all of it from Russia. ao 

How much this matters is another ques- = 
tion. Public opinion in most East European © 
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BUSINESS 


countries is still Russophobic. Any political 
influence would have to be so discreet as to 
be largely useless. And even for a monopoly 
provider, gas is a hard weapon to use. Cut- 
ting off supplies for political reasons to 
weak, faraway countries like Georgia is one 
thing. But Poland is much less dependent on 
gas, has a much stronger economy, and is 
both a nato member and hopes soon to join 
the European Union. Any attempt by Russia 


to muck around would be both ineffective 
and damaging to plans to sell gas elsewhere. 
Notall captive nations are as jumpy. Es- 
tonia, which suffered grievously under So- 
viet occupation, was quick to welcome in- 
vestment by Gazprom in its national gas 
company. (To be on the safe side, though, it 
also sold an equally large stake to Germany’s 
Ruhrgas.) The Estonian government argued 
that this would give Russia a stake in their 


country’s prosperity, and therefore less rea- 
son to make mischief. 

However, until Russian companies are 
more transparently run, and for as long as 
the Kremlin seems unable to get over its im- 
perial hangover, countries like Poland and 
Hungary will be understandably edgy— 
even about deals which from a business 
point of view make undeniably good sense. 
= 








KOSICE 


OSICE, the second city of Slovakia, is an 

old-fashioned company town dom- 
inated by the steel plant of the East Slova- 
kian Ironworks (vsz). Unemployment in 
Kosice (pronounced kosh-itz-ee) is high, 
but vsz employs 24,000 at wages higher 
than the national average. A third of the 
families in Kosice, reckons a city official, 
havea relative working at the plant. 

Few of the company towns spawned, 
like Kosice, by communist autarky have 
been so lucky. The saviour of those that 
have has invariably been a western com- 
pany that has spotted a promising indus- 
trial plant at a good price, and has then in- 
jected money and management skills to 
turn the place around—witness Volks- 
wagen’s success with the Czech company, 
Skoda Auto, and the ensuing prosperity for 
Skoda’s company town of Mlada Boleslav. 
Kosice’s saviour has been the Pittsburgh- 
based us Steel, which bought the company 
in November last year for $500m, $325m of 
which was in assumed debt. The American 
company also agreed to pump in $700m of 
new investment and to guarantee that 
there would be no forced redundancies for 
17,000 of the workforce for ten years. 

As befits its local importance, the steel 
plant is built on the scale of Darth Vader’s 
Deathstar. There are clinics, schools, shops, 
banks, even a travel agent, “Ferrotour”. 
One hall is over a mile long. A grey glinting 
blizzard of iron flakes falls like snow in the 
smelters where, with computerised preci- 
sion, vats of molten iron begin their jour- 
ney of treatments—a journey which ends 
in shiny value-added products like tin- 
coated metal for cans or galvanised auto- 
motive steel, which is where the margins 
are made in today’s steel business. 

The Slovak prime minister, Mikulas 
Dzurinda, for whom the sale of vsz to a 
western strategic investor was a political 
imperative, received a congratulatory tele- 
gram from Bill Clinton after the deal with 
us Steel was signed—as well he might. vsz 
accounted for 10-20% of Slovak exports in 
the 1990s and the plant still accounts for 
15% of Slovak Gpr, says John Goodish, the 
newly appointed head of the business. 





Globalisation to the rescue 


Had the deal failed, the whole of eastern 
Slovakia, not just Kosice, would have suf- 
fered. The economic hopelessness of Uk- 
raine, locals ghoulishly speculate, would 
have moved west and swallowed them up. 
At the very least, the failure of vsz would 
have put off Slovakia’s hopes of joining the 
European Union. 

The us Steel takeover marked the end 
of a crisis that had been running at vsz 





There’s money in it 


(now called us Steel Kosice) since 1998. The 
problems for the company began when it 
was farmed out by Vladimir Meciar, Slova- 
kia’s populist-nationalist leader until 1998, 
to Alexander Rezes, one of his cronies. Mr 
Rezes and his family, using the steel-pro- 
ducing core of the company as collateral, 
then went on a spending spree. They 
bought up a number of unrelated busi- 
nesses, including Sparta Prague, Central 
Europe’s top football club. In October 1998, 
the banks threatened vsz with bank- 
ruptcy. A Slovak-born American, Gabriel 
Eichler, who had overseen the transforma- 
tion of the Czech state electricity utility, 
was brought in to sort things out. 

Mr Eichler’s first task was to sell off 
vsz’s odder acquisitions and fashion it into 
two parts: the core metal concern, to be sold 
on to us Steel—which already operated a 


successful joint venture at the mill—and a 
remnant vsz which would hold a number 
of the mill’s suppliers and a few other less 
saleable concerns, including a large Kosice 
hospital. 

Next, Mr Eichler focused on getting the 
steel-producing core in better shape. That 
meant firing the worst managers, raising 
production, getting rid of exclusive sup- 
plier contracts, and actually making cus- 
tomers pay for the steel they received. Un- 
der Meciarism, much of the steel was never 
paid for. Stolen? “Let’s just say somebody 
forgot to pay for $200m of it,” explains Mr 
Eichler. It wasn’t just the Rezes family 
benefiting, he carefully adds, but manag- 
ers, trade unions, and customers too—any- 
one who knew how to work the system. 

The results of the overhaul were im- 
mediate, say bankers who watched over 
the process. When it introduced competi- 
tive tendering for its suppliers, vsz saw a 
15% drop in prices. “It was not a challenge, 
but an idiocy,” Mr Eichler says wryly. But 
the turnaround was possible because the 
steel plant was a good one; new equipment 
was producing a decent product at com- 
petitive prices. us Steel plans to increase 
production from 3.3m tonnes last year to 
4m this, despite a global oversupply. 

Morale at the plant is high. Managers 
now speak constantly of customer care. 
“Quality used to be something of an after- 
thought,” one admits. Workers say they no 
longer fear for their jobs and profess 
amazement at being consulted over com- 
pany decisions. The arrival of us Steel has 
given new hope to the town of Kosice too. 
The Slovak government hopes it might be- 
come a sort of anchor tenant for foreign in- 
vestors. The American company is playing 
its part by setting up an office to attract 
some of its customers to invest in Slovakia. 
There is talk of a BMw car plant on the way, 
and the city says it is hoping that a large 
electronics company will move in this 
year, bringing in another 4,000-or-so jobs. 

Itisnot hard to see Slovakia’s appeal. Its 
labour is among the cheapest, relative to its 
skills, in the world. “The biggest asset I have 
on this line,” says Tony Pacilio,a Chicagoan 
who has been in Kosice for three years 
with us Steel’s joint venture, “is my work- 
ers. The equipmentis okay, but the workers 
are way better educated than back home.” 
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TODAY IS” 
A BIG DAY 
FOR US. 


Today, we're proud to say Dow and 
Union Carbide have come together. 
Our two companies have rich histories 
for innovation — a combined 217 years 


to be exact. 


We're enhancing medicines for human 
health. Producing more abundant and 
nutritious foods. Improving insulation for 
more comfortable homes. And helping to 
create faster, more powerful computers. 
From health and medicine to electronics 
and entertainment, starting today, were 


better together. 


Uniting to improve the essentials of life, 


<> 


Living. l 
Improved daily. 


©2000 The Dow Chemical Company “Trademark of The Dow Chemical. Company 
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Man on the run 


Tony White has managed to transform a sleepy scientific-instruments firm into a genomics 
powerhouse. That was the easy bit 


ITH his easy manner, shrewd sense of 

humour and slight southern drawl, 
Tony White is a far cry from the popular per- 
ception that a high-tech executive should be 
unpredictable and slightly peculiar. Yet Mr 
White is head of Applera Corporation, whose 
two component businesses—Applied Bio- 
systems (asr) and Celera—lead the genomics 
revolution. He harbours an exceptional am- 
bition: to build Applera’s shareholder value 
by industrialising modern biology. 

When Celera was created in 1998, its goal 
was ambitious too: to sequence the human 
genome in three years, becoming the 
“Bloomberg of biology” by selling access to 
the information in a comprehensive, user- 
friendly database. This week, Celera pub- 
lished its version of the human genome se- 
quence (see page 83), completed 18 months 
earlier than the division’s president and chief 
scientific guru, Craig Venter, had predicted. 

So far more than 30 institutional customers have subscribed to 
the web-enabled database since it was launched. While still not in 
profit, Celera’s revenues in the year to the end of June 2000 were 
$42.7m. In spite of its losses, though, Celera’s shares have risen 
more than threefold since the tracking stock was launched two 
years ago (see chart). 

The key to Celera’s success, according to Mr White, was the 
idea that the genome could be cracked by using a factory full of 
automated sequencing machines and powerful computers. This is 
in stark contrast to the cottage industry of international labora- 
tories making up the rival publicly financed Human Genome Pro- 
ject, which spent years piecing a sequence together. 

Even though the public project has criticised Celera’s ap- 
proach, it has had to take on some of its tools in order to keep up. 
Chief among these is the world’s most efficient gene sequencer 
which, conveniently enough for Applera, is made by ası. When 
Mr White first joined as head of the firm in 1995, ABI was sub- 
sumed in Perkin-Elmer Corporation, a struggling conglomerate 
making analytical instruments mainly for the slow-moving petro- 
chemicals industry. By focusing it on biology instead, he built it to 
a point where it has a market capitalisation of $15 billion. Sales in 
its last accounting year were $1.4 billion, 
and are expected to grow this year by 
more than 20%. 

According to Mr White, agrs close 
relationship with Celera is mutually ben- 
eficial. Not only does Celera gain early ac- 
cess to new equipment, but it can also 
help shape the technology to its needs. 


Gene machine 
Share prices, April 28th 1999=100 





background of sales and management at Bax- 
ter International, a medical-devices com- 
pany. The vision of building Celera and lever- 
aging Asi’s technology was that of Michael 
Hunkapiller, head of ası, and Mr Venter. Mr 
White leaves the technical breakthroughs to 
such scientific wizards. His job is to make sure 
that their grand ideas make good commercial 
sense, and to woo investors. 

But there are limits to how much money 
his company can make just selling tools or ge- 
nomic sequence. So Mr White has already 
started to pursue higher value businesses. In 
November, the company announced a new 
molecular diagnostics venture, combining 
ABr'’s technology with Celera’s genetic know- 
how to tackle early detection of ailments. Ap- 
plera also plans to extend its industrial ap- 
proach to the body’s proteins, and to discover 
how they interact in human disease. 

In the long run, genomics and proteomics will probably trans- 
form the pharmaceutical business, helping drug makers to de- 
velop better drugs faster and with fewer side-effects. That is why 
such firms have been so keen to sign deals with genomics compa- 
nies. But rather than hand over its ideas, Celera has decided to get 
into the drug-making business itself. Other companies have had a 
similar idea: Millennium Pharmaceuticals and Human Genome 
Sciences, two other American biotech companies with roots in ge- 
nomics, have already moved into drug development and have 
home-grown products in clinical trials. 

Mr White reckons that Celera will need the rest of this year to 
put its pharmaceutical strategy in place, deciding which areas to 
target, such as cancer vaccines, and hiring more good people. Al- 
though the firm is far behind rivals such as Millennium, Mr White 
is confident that Celera can race ahead. The company has good 
scientists, canny managers, great technology and more than $1.1 
billion in the bank. 

However, older pharmaceutical companies understand the 
chemistry of creating powerful drugs without poisoning patients, 
testing them in clinical trials, and getting them to market. Celera 
does not. Mr White’s plans therefore include buying up bits of 
other drug makers, hiring top executives cut loose by mergers in 
the drug industry, and partnering with 
others when it comes to selling the goods. 

Few in the industry are surprised by 
Applera’s change of tack, but many doubt 
whether Mr White, for all his business 
acumen, will be able to pull it off. Drug 
making sounds easy when you break it 
down into its component parts, but it 





And for its part, ABI has a convenient 
testbed for its prototypes, as well as a 
ready source of genetic information to 
add value to its equipment. 


Racing to start 

Adding value, or rather making money, is 
Mr White’s forte. As he admits, science is 
not his strongest suit. He comes from a 
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takes time for the whole to gel, and Cel- 
era’s past success is no guarantee of its fu- 
ture in such uncharted territory. Mr White 
is keen to take his company in a new di- 
rection. But, as Franklin Berger, a biotech 
analyst at J.P. Morgan Chase, points out, 
the firm may find the bumpy road of clin- 
ical drug development rather harder go- 
ing than the super-highway of genomics. 
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ONLINE EDUCATION 


Lessons of a virtual timetable 


LOS ANGELES AND SAN FRANCISCO 


The market for e-learning has been slow to take off. What does that say about 


its future? 


EARSON, a large British media group 

that owns 50% of The Economist, is bet- 
ting much of its future on the market for on- 
line education. Already the world’s biggest 
“education company”, Pearson plans to 
dominate what Marjorie Scardino, the firm’s 
chief executive, told analysts at the end of 
January is a potentially vast market for elec- 
tronically delivered teaching material. 

There is some evidence that her strategy 
might be sound. In America last year, total 
spending on education was a whopping 
$800 billion, and a government initiative to 
install electronic links in schools (known as 
the E-Rate) has ensured that 95% of all state 
schools, and 63% of all the classrooms in 
them, have Internet access. Moreover, 40% of 
all college classes in America already use In- 


vendi launched education.com, a portal 
through which parents, teachers and chil- 
dren can communicate and gain electronic 
access to material based on the books of its 
Havas media subsidiary. Other firms see 
opportunities in supplying universities with 
the software and advice needed to put their 
lessons and administration online. 

Pearson believes that it has a trump card 
in thecompetition for this market: a software 
company called ncs that it bought last year 
which supplies enterprise resource planning 
systems to 40% of America’s schools. These 
systems provide a platform for delivering 
and administering all sorts of electronic ma- 
terial, but in particular they are good at de- 
livering the educational tests that promise to 
be a cornerstone of the Bush administra- 


puter-literacy skills with the less obvious 
need to learn everything else via a computer. 

The market for online education can be 
divided into three: schools, universities and 
business/commercial training. Since univer- 
sities are where much of the early develop- 
ment of the Internet took place, they might 
have been expected to have pushed its po- 
tential furthest. But, by and large, they have 
concentrated on using it as a means of ex- 
tending their geographic reach, through 
their “extension programmes”. On site, their 
record has been more patchy. 

Consider ucta, the University of Cali- 
fornia, Los Angeles, a prime candidate for 
advanced electronic learning methods if 
ever there was one. But UCLA uses the In- 
ternet much like a big business would. And, 
like the average big business, it doubts 
whether it has saved much money as a re- 
sult. It has simply been able to do a number 
of things better. 

The first users, says Rory Hume, the uni- 
versity’s executive vice chancellor, were the 
administrative staff: “the people who buy 
things, and who have the power to hire and 
fire.” Next to see the opportunities were the 
librarians. Only late in the day did academ- 
ics realise that the university’s system, now 





ternet resources. 

The supporting evidence does not all 
come from America, though. In Britain, War- 
wick University is proposing to make itcom- 
pulsory for its students to havea laptopcom- 
puter from 2003; almost all of them will have 
Internet links. And there is plenty going on 
beyond the bricks and mortar. Mrs Scardino 
says that this year “2m people will be seeking 
adegree online, and outside a campus.” Even 
in China, Tsinghua University offers classes 
across the country via modem. 

All that these wired pupils are waiting 
for, Mrs Scardino hopes, is online material to 
be delivered to them by Pearson, or by rivals 
such as Vivendi, a French media and engi- 
neering group, and Kaplan, an American ca- 
reer-guidance company. This month, Vi- 
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tion’s education reform plan, with its heavy 
emphasis on comparative performance and 
accountability. 


Dot college 


Beliefin e-learning, as it is often called, has so 
far weathered the downturn in the wider 
dotcom world. John Chambers, the influen- 
tial ceo of Cisco, which supplies much of 
the Internet’s hardware, asserts that the scale 
of network traffic generated by e-learning 
will make today’s exchange of e-mail mes- 
sages look like a rounding error. But his firm’s 
business depends on an ever-rising flood of 
electronic data passing over the connections 
which it makes for electronic networks. 
More disinterested voices caution against 
confusing the obvious need to learn com- 


being designed asa single unit, could be used 
as a way to distribute information about 
classes and, more recently, about grading. 
But on-line instruction? Lots of small experi- 
ments are running on campus, but not much 
more. “Even when our professors put all the 
material on the web,” says Mr Hume, “all the 
students still come to lectures.” 

Moreover, where it is happening, on- 
line learningis acommercial turkey. The uni- 
versity’s extension programmes are using 
the Internet widely—to teach from a dis- 
tance, for example, a course on hotel man- 
agement. But they still lose money. An im- 
mense effort by the School of Dentistry to 
create an online course to educate periodon- 
tists around the world cost some $750,000 
and took five years to create: again, it has 
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been a commercial failure. “People are un- 
willing to subscribe online for the latest in- 
formation from anywhere in the world,” 
mourns Mr Hume. “Instead, they will go toa 
lecture and pay much, much more. We have 
an enormous revenue stream from our fac- 
ulty giving lectures.” 

The one area where the Internet is about 
to save the university money is in purchas- 
ing. James Davis, who came to UCLA a few 
months ago to reorganise the way that it uses 
information technology, has been making it 
possible to combine online the institution’s 
purchases of everything from computers to 
pencils, giving it more buying muscle. 

Many of the other uses of information 
technology on the ucLA campus neither 
save money nor visibly enhance productiv- 
ity. They simply raise the quality of the ex- 
perience. One example is the web-sites that 
now exist for almost all 3,000 or so under- 
graduate courses. About 55-60% of them not 
only supply lecture notes; they also allow 
students to take tests online and to see their 
results. Another example is My.ucLaA, an in- 
house “portal”. Students can use it to search 
for advice, such as the entry requirements 
for graduate school. 

Given the University of California’s 
sprawling size, it is surprising that its nine 
campuses have not combined forces more, 
using the Internet as a bond. The main area 
where they have acted jointly is in setting up 
the California Digital Library, which drives 
hard bargains with the publishers of period- 


claim to have studied there can damage a 
university’s reputation if those students do 
not receive the level of teaching that the uni- 
versity’s name was built on. 

Prominent universities have therefore 
tended to band together for support in the 
early stages of exploring e-learning, and they 
have often launched their efforts under 
names other than their own, even though 
they have some of the strongest brands in 
education. The business schools of Colum- 
bia, in New York, the University of Chicago, 
the London School of Economics, Stanford 
in California and Carnegie Mellon in Pitts- 
burgh, for example, have teamed up behind 
Cardean University, an early effort at an on- 
line institution for tertiary education. Car- 
dean offers complete courses, mostly in 
business subjects, aimed at people working 
full-time who want to learn in the evenings, 
at weekends or whenever. It plans to offer 
full degrees eventually. 

There are more than 250 firms eager to 
help established universities to go online. 
These firms build the Internet infrastructure 
and manage the electronic delivery of 
classes. Cardean, for example, is the work of 
unext, an Illinois company that grew out of 
Knowledge Universe, an education business 
started by Larry Ellison, the ceo of Oracle, 
and Michael Milken, the developer of the 
junk bond market who spent 24 months in 
jail for fraud. Several prominent business 
schools—including Wharton at the Univer- 
sity of Pennsylvania, Fuqua at Duke Univer- 


predominate. But some hope to find an au- 
dience for less utilitarian subjects among 
adults who feel that they missed some edu- 
cation when young. Mark Taylor, a sociolo- 
gist at Williams College in Massachusetts, is 
leading an effort to offer courses in the liberal 
arts. Taught by professors from top universi- 
ties—most of them so far in the eastern Un- 
ited States, such as Wellesley, Brown and 
Amherst—they are marketed under the 
name Global Education Network (GEN). The 
GEN project is funded by Herbert Allen, a 
rich alumnus of Williams, and it does not yet 
offer any complete courses, merely free snip- 
pets of lectures. But it was founded on the 
belief that there is a potential market for vig- 
orous online intellectual stimulation. 
Boxmind, with anumber of Oxford Uni- 
versity academics on its board, is another 
such ambitious project. By putting “star” 
academics at the centre of a stage away from 
their home institutions, websites such as 
GEN and Boxmind threaten (if they take off) 
to raise the tension between universities and 
their faculty over the ownership of intellec- 
tual property. With e-learning sites offering 
students access to the best teachers without 
having to call in at their institutional home, 
there is a danger that the universities’ aca- 
demic superstars may choose to go solo. 


The mouse ate my homework 

There is nothing new about the use of tech- 
nology as a teaching tool in schools. Ma- 
chines (from record-players and overhead 





icals to license the use of their electronic ver- 
sions. But even here, no money is saved: the 
university still buys paper copies. “Paper is 
so much more permanent than bits and 
bytes,” explains Gloria Werner, the univer- 
sity’s librarian. 

The Internet has undoubtedly encour- 
aged universities to reach out beyond their 
own campuses in order to offer more “dis- 
tance learning”, and at greater distances. The 
University of Phoenix, set up in 1989 to teach 
adults through a combination of old-fash- 
ioned distance learning and evening classes, 
is incorporating more and more e-learning 
into its courses, which are mostly taken by 
people with full-time jobs. But the extension 
of an institution’s brand is not without risk. 
Increasing the number of students who 
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sity, and INSEAD, near Paris—have worked 
with Pensare, a company based in Sunny- 
vale, California, to put their material online. 
A host of other firms, including Blackboard, 
Campus Pipeline, eCollege and Webcr, offer 
different platforms for putting course mate- 
rialon the Internetand for building a student 
community around the material. 

Some firms have decided not to be the 
invisible force behind the e-learning efforts 
of established universities, but rather to be- 
come brands known in their own right as a 
place for students to find courses. Sometimes 
these are simply portals that consolidate 
course information from other institutions, 
such as Hungry Minds. Others offer courses 
of their own. 

Business and other vocational subjects 


projectors to televisions) have long been 
used to make lessons more vivid and engag- 
ing. The first computers in class were treated 
as novelties on which children could look 
things up in encyclopedias and play arith- 
metical games on multi-media CD-ROMS. 

The cp-rom has now been largely re- 
placed by networked databases as the 
repository of learning material, but research 
continues into how to impart lessons that 
take advantage of a computer’s capacity to 
present moving images and sounds as well 
as text, and their capacity to respond to a 
user’s input. Pearson’s Mrs Scardino thinks 
that the big advantage of online education is 
that it personalises the learning experience, 
allowing each student to move at his or her 
own pace and in his or her own way. 
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Online businesses aiming at the school 
market have tried to combine innovative 
“content” with building a strong “commu- 
nity”, often through a portal. These are simi- 
lar to general-interest portals such as Yahoo!, 
but they have specialised gateways for par- 
ents, teachers and children. Much e-learning 
material aims to facilitate the involvement of 
parents in the process. The plan is to make 
money by advertising and by selling goods— 
both electronic items, such as lesson plans to 
be downloaded by teachers, and more tradi- 
tional supplies such as pencil sharpeners 
and books that can be ordered online. 

Making money needs a light touch 
where children are concerned. Part of the ap- 
peal for parents of a portal such as MaMa- 
Media, which allows children to swap notes 
about school and to play educational games, 
is that itis safely ringed off from the pornog- 
raphy and craziness of much of the rest of 
the Internet. Saturating it with advertising 
would put off many users. And pure aca- 
demic content, since much of it is defined by 
official syllabuses, is effectively a commod- 
ity. For this reason, the textbook publishing 
industry, in effect an oligopoly of four large 
firms, was initially wary of the web. It was 
not easy to see how an online commodity 
could command much ofa margin. 

Among the most committed early users 
of children’s educational websites were 
those families that teach their children at 
home. Since it became fully legal in all 50 
states in 1993, home-schooling has taken off 


the value of online teaching in schools. 
Teachers are, however, gradually catching 
up with their screen-happy pupils. Those 
who enter the profession today are more 
likely to have used computers and the In- 
ternet in their training, and to want to bring 
that experience into their classrooms. 


Workers’ studytime 

In business, network technology both 
makes e-learning possible and allows it to 
take place during the course of work. Cor- 
porations are already heavily wired, and 
they conduct an increasing volume of their 
business, both internally and externally, 
over the Internet. The speed at which this 
makes it possible to introduce new products 
and processes means that employees have 
to master more and more new information 
more and more quickly. 

It also means that they are less likely to 
find someone who can explain unfamiliar 
material to them among their immediate co- 
workers, the informal kind of training that 
used to go on within organisations. So they 
look for help online. United Airlines, for ex- 
ample, will soon have a system that moni- 
tors what its employees are doing as they 
work on an aircraft, and also supplies the rel- 
evant technical data to assist them. 

Firms have also embraced the notion of 
“knowledge” as an asset to be worked with 
and to be enlarged. Training is no longer 
treated only as a pick-me-up when fortunes 
are flagging, but as a necessity in order to 
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needed for successful e-learning is more fea- 
sible in a well-defined industrial sector. 
Firms that operate in the business market 
look for sectors that have a high degree of 
commonly required (and rapidly changing) 
technical knowledge, and formal con- 
straints such as regulation. 

Enthusiasts of e-learning claim that cor- 
porate networks in the future will move be- 
yond the provision of courses 24 hoursaday, 
and that they will become a growing, re- 
sponsive repository of knowledge that con- 
tinuously delivers to employees just what 
they need to know at any particular mo- 
ment...and in a form perfectly adapted to 
their style of learning. 

No e-learning programme is close to this 
yet, although the United Airlines example 
gives a flavour of things to come. The nearest 
tosuch a “knowledge environment” is prob- 
ably to be found in professional service firms 
like McKinsey, a consultancy where the col- 
lective expertise of the employees is almost 
the only asset. McKinsey consultants have 
developed systematic ways of pooling the 
results of their work into a continuously 
growing information resource on which all 
the firm’s employees can draw. But they are 
powerfully self-motivated individuals. The 
same cannot be said of pupils at the likes of 
Beverly Hills High. 

To develop the market for e-learning re- 
quires a deeper understanding of the pro- 
cess of learning, of how pupils respond to 
ideas presented by a computer rather than 





in America. Estimates of the number of chil- 
dren currently being taught at home by their 
parents range from 1.5m to2m, and the num- 
ber is thought to be rising at between 7% and 
15%a year. 

The homes in which this teaching takes 
place are among the most wired in the 
world—94% have a computer, and almostall 
of those are connected to the Internet. In ad- 
dition to the busy informal home-school 
communities in chat-rooms and on bulletin 
boards, a number of firms, such as Childu 
and School Express, offer advice, specialised 
bookstores and complete courses (including 
such specialised subjects as creationist biol- 
ogy for religious fundamentalists) to parents 
who teach their own children. 

There are still plenty of sceptics about 
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keep up with the pack. This makes the cor- 
porate training market perhaps the most 
promising of all the e-learning segments— 
especially since corporate training, as 
traditionally conducted, is an expensive af- 
fair. People come together from different lo- 
cations, are put up ina hotel and spend valu- 
able time away from their desks. 

More than 200 companies are fighting to 
offer consulting services in the promising 
area of e-learning for businesses. Some are 
conventional training companies migrating 
online, others are start-ups. Three that offer 
e-learning “platforms” have already gone 
public. Docent, Saba and DigitalThink, all of 
them based in California, already serve half 
the corporate e-learning market. 

Pulling together all the components 


by a teacher or a book. The Learning Federa- 
tion, a consortium of American businesses, 
academic institutions and government 
agencies, is proposing to co-ordinate re- 
search in a range of scientific disciplines that 
will accelerate progress in e-learning. 

One proposal for funding this is to use 
the money raised by auctioning the radio 
spectrum to telecommunications compa- 
nies. The plan’s supporters compare today’s 
opportunity to enlarge education through e- 
learning to the creation of the land-grant 
schools in 1862, which helped lift American 
agriculture and industry to international 
pre-eminence. Pushed by public planning 
and private enterprise, e-learning may yet 
have acomparable impact. 

a 
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‘Will the Bush administration make life more difficult for the IMF and the 


World Bank? 


N FEBRUARY 18th the heads of the In- 
; ternational Monetary Fund and the 
World Bank, Horst Köhler and James 
‘Wolfensohn, depart on a trip to Africa—the 
first time that bosses of the two institutions 
‘have ever been on mission together. Yet as 
‘they leave Washington, both men may be 
tempted to glance behind them. As George 
Bush’s new team settles in, and the adminis- 
tration’s policy on international financial re- 
-form takes shape, they know how much isat 
stake for the future of both organisations. 
If the agony is in the waiting, itis likely to 
be prolonged. Although Mr Bush has been 
president for nearly four weeks now, ap- 
pointments below cabinet level have been 
slow to materialise, and nowhere more so 
than in the economic realm. When it comes 
to international economic policymaking, 
personalities count, both in the formulation 
of policy and in the effectiveness with which 
it is carried out. As The Economist went to 
press, there were still no firm nominations 
for the crucial Treasury posts of deputy 
secretary, and under-secretary for monetary 
affairs—though many people in Washington 
seem sure they will be filled by a lawyer, 
| Kenneth Dam, and an economist, John Tay- 
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lor, respectively. There is no word on who 
will be the under-secretary for economic af- 
fairs at the State Department. This could be 
another key post, given the greater role in in- 
ternational economic matters that the secre- 
tary of state, Colin Powell, desires. 

Uncertainty is standard during presi- 
dential transitions. For the 1mr and the 
World Bank, however, the doubts loom even 
larger this time. This is partly because of 
well-rehearsed Republican scepticism 
about the virtues of the two institutions, and 
partly because the transition comes in the 
middle of a halting process of reform that 
was set in train after the Asian and Russian 
financial crises of 1997-98. And it all coin- 
cides with a period of sinking morale at the 
World Bank (also standard, you may think, 
and not just during transitions). 

These recent efforts form part of an im- 
modestly named discussion on “reform of 
the international financial architecture”. At- 
tention in this is not focused exclusively on 
the Fund and the Bank, but the two institu- 
tions are the crux of the matter. The Fund, the 
Bank and the c7 governments that call the 
shots would obviously like best of all to stop 
financial crises ever happening. Failing that, 


which is probably beyond even their pow- 
ers, the hope is to deal more effectively with 
any crises that do arise. Preventive measures 
include long-term work to make national fi- 
nancial systems more transparent, and shor- 
ter-term efforts to improve co-operation be- 
tween the Fund and the Bank. The two 
institutions have often been at loggerheads. 


One aim of the African safari is for Mr Köhler 


and Mr Wolfensohn to show that progress is 
being made on co-operation at least. 

One important area where the Fund is 
trying to change is “conditionality”: the steps 
that countries are required to take before re- 
ceiving imF help. This has been controversial 
in the past, not least because the sorts of con- 
ditions which the Fund has imposed are of- 
ten politically unpopular in the countries 
that need help. Fund staff have been ac- 
cused of forcing through big macroeco- 
nomic changes in developing or ex-commu- ; 
nist economies too brusquely. Now the idea 
is to “streamline” conditionality, by reduc- : 
ing the number of specific conditions im- 
posed on a country, all the while making 
them more effective, if not more popular. 
This is something Mr Köhler has been espe- 
cially keen on since he took over as manag- 
ing director last summer. The tmr board is 
due to discuss the “less is more” issue on 
March 7th. 

By themselves, these reforms are rela- 
tively uncontroversial. What is causing con- 
cern at the ımr is whether America’s new. 
Treasury team will pursue a more radical 
course. Soon after it became apparent that 
John Taylor, a respected monetary econo- 
mist from Stanford University, might get one 
of the key jobs, the Washington Post re= 
ported that in 1988 he had suggested outright.. 
abolition of the Fund. Larry Lindsey, chief. 


economic adviser in the White House, is also. 


keen ona back-to-first-principles approach. 
The Republican rhetoric, on this matter at> 
least, has been firm: countries that, through: 
neglect or profligacy, find themselves in. 
trouble should not expect the international 
financial institutions to come to their rescue. 
Paul O'Neill, the treasury secretary, made. 
clear during his confirmation hearings that. 
he had serious doubts about the wisdom of 
rescuing Russia in the late summer of 1998. 

A chief concern of those who want to 





rein in the mr is the issue of moral hazard. If 


countries—or, more precisely, govern- 


ments—know that pursuing reckless or irre- ` i 


sponsible macroeconomic policies will lead 
them not to ruin but to an mr bail-out, why 
should they be careful in the first place? The 
point applies with equal or greater force to 
western banks that lend to such govern- 
ments. (Lending to Russia has been known in 
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the markets from time to time as the “moral- 
hazard play”.) Yet concerns about moral 
hazard can be taken too far. Few of those in- 
volved when a country finds itself in finan- 
cial crisis escape without penalty: ask ex- 
President Suharto of Indonesia. Second, once 
a crisis strikes, moral hazard seems rather 
theoretical. Suddenly, what matters are the 
international economic or political conse- 
quences of failing to respond. 

The chances are that the Bush team will 
be very interested in the report of the Meltzer 


Commission, published last March, which 
recommended a dramatic scaling back of 
the activities of both the mmr and the Bank. 
The commission, sponsored by Congress 
but headed by Allan Meltzer, an economist 
at Carnegie Mellon University, wants to see 
the ImF concentrate mainly on short-term 
crises in emerging-market economies, pro- 
viding funds only to solvent governments 
that meet pre-set conditions. The World 
Bank would change its name to the World 
Development Agency, underlining a more 





NEW YORK 


AX MILLIONS of cnsc junkies will 
agree, nothing is quite so thrilling as 
watching a manic bull-run broadcast live 
from the floor of the New York Stock Ex- 
change. As for the stock-tippers and day- 
traders that inhabited the dozens of fi- 
nancial websites, they were geniuses all. 
And who could resist leaving the browser 
window open all day to watch his portfo- 
lio climb? 

Seeing it go the other way is just too 
depressing. Traffic at Bloomberg.com is 
down almost 45% from a year ago, accord- 
ing to Media Metrix. Traffic at Silicon In- 
vestor has also fallen off a cliff, while Mar- 
ketWatch and cnnfn.com all of a sudden 
see no growth. Last week Motley Fool, an- 
other leading financial website, laid off 115 
people, a third of its staff. It joins The- 
Street.com, BulldogResearch, Red Herring 
and Inc.com in cutting jobs recently. Even 
at CNBC, viewership has peaked. The 
number of viewers last month was almost 
exactly what it had been last March, ac- 
cording to Nielsen, a ratings firm. 

No one following the number of bro- 
kerage trades conducted online would be 
surprised. Behavioural economics pre- 
dicts that people trade less in bear mar- 
kets—and indeed Ameritrade, one online 





You’re shorting us? 





Madison Avenue Bear 





firm, has seen the average number of 
trades per account fall from more than 
four a month last March, near the peak of 
the Nasdaq market, to below two today. 
The less people trade, the less financial in- 
formation they seek, and the less inter- 
ested they are in watching how their bets 
have fared. 

The financial media get hit especially 
hard by these trends. Not only does a bear 
market hurt viewership, it also wallops 
their main advertisers: brokerage houses, 
investment banks and financial-in- 
formation providers. TheStreet.com, for 
instance, saw year-on-year revenue 
growth fall from nearly 250% to 23% in its 
most recent quarter, which was still one of 
the best performances in its sector. For the 
dotcoms, which are facing their own capi- 
tal-raising problems, the experience is 
particularly painful. Now all are looking 
for a firmer footing. Last month Terra Ly- 
cos, a portal, bought RagingBull, and 
cNNfn.com is being restructured as part of 
a total revamp of its parent company. 
Meanwhile, Motley Fool is pushing its 
personal-finance side, which has kept its 
traffic growing while rivals’ traffic shrinks. 
Bull markets may come and go. Mortgages 
and taxes are forever. 











tightly focused role in helping the very poor- 
est countries. Overall, the commission’s aim 
is to render the institutions more effective, to 
reduce overlap and to ensure that policy rec- 
ommendations do not conflict. 

There is much tocommend in the report. 
Sharper focus is an aim that both institutions 
share—though to judge from recent, well- 
publicised navel-gazing at the World Bank, 
there is a long way to go. One authoritative 
watcher of the institutions, Morris Gold- 
stein, of the Institute for International Eco- 
nomics, thinks that the Meltzer report goes 
too far, though he agrees in a recent paper on 
the imr’s structural policies that “The Fund 
has bitten off more—in both scope and de- 
tail—than its members can chew.” He en- 
dorses Mr Kohler’s aim of ending mission 
creep, with the Fund constantly extending 
the scope of its activities. 

In the end, the new American team may 
be more pragmatic than some fear, or others 
hope. Mr Dam, apparently the deputy- 
secretary-in-waiting, is a scholarly fellow, 
no wild-eyed zealot, the author of well-re- 
garded volumes on international economic 
policy. He is experienced in the ways of 
Washington and no stranger to the realities 
of power. Nor has Mr Taylor’s name set 
alarms ringing at the ımr. He too is highly re- 
spected among the economists there. 

Pragmatism goes with the territory. It is 
politically impossible to stand aloof and in- 
sist that national governments sort out their 
own troubles when the stability of the whole 
international financial system is at stake, or 
when America’s vital interests are threat- 
ened. And by that stage it is no use saying— 
however true it may be—that the crisis 
should not have happened in the first place. 
Mr O'Neill, the treasury secretary, struck a 
chord even with some inside the mr when 
he questioned the West’s bailout of Russia in 
1998. But would the administration let dis- 
taste for corrupt Russian financiers dictate a 
policy where profound geopolitical conse- 
quences are at issue? 

The main threat to the institutions prob- 
ably comes not from the White House or the 
Treasury but from Capitol Hill. Congress has 
little regard for the Fund and the Bank. Get- 
ting congressional approval for fresh capital 
injections for the ımr is always a painfully 
long process; the Meltzer Commission was 
part of the price that Congress exacted for 
authorising an additional $18 billion for the 
Fund in 1998. Closing the Bank and the iF is 
seen as a serious option by some of the an- 
grier critics on the Hill. 

They overlook something. Often, those 
beleaguered institutions have enabled 
America to protect its interests while sharing 
the burden of cost with others. Adam Posen, 
at the Institute for International Economics, 
argues that the real moral-hazard problem 
lies not with the Bank and the Fund but with 
American foreign policy itself. 
= 
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German banks 
Co-operative 
spirit 


FRANKFURT 


TIROM Napoleon to Bismarck, it took 
A roughly 70 years to knock Germany’s 
myriad principalities into a single empire. 
The consolidation of the country’s banking 
system is taking rather longer. The four big- 
gest private-sector banks account for only 
one-twentieth of Germans’ savings. More 
than half of such deposits are held in. 563 
Sparkassen (savings banks). Another 30% sit 
in 2,000 co-operative banks. 
Still, the landscape is shifting. In 1999 
alone the number of co-ops fell by more 
than 200. And there are clear signs of up- 
heaval among the 12 Landesbanken, which 
act as “central” banks, or clearing houses, for 
the Sparkassen, and the three banks that 
perform a similar function for the co-oper- 
atives. Both types of central bank also com- 
pete with private-sector institutions in com- 
mercial and investment banking. Deutsche 
Genossenschaftsbank (pc Bank), the biggest 
co-operative central bank, is the most active 
underwriter of new issues on Frankfurt’s 
‘Neuer Markt exchange for “growth” stocks. 
On February 13th pG Bank agreed a 
merger with the larger of the other two such 
‘institutions, Gz-Bank. The deal will create 
Germany’s sixth-biggest bank, with more 
than DM600 billion ($280 billion) in assets. 
‘The logic is that there are economies of scale 
in central banking, and that a bigger bank 
would be better placed to compete in other 
fields. In fact, the two partners had hoped for 
a three-way deal, but the third partner, wGz- 
Bank, pulled out last week, saying that it did 
‘not want to take “unquantifiable risks”. 
-~ ks caution is easy to understand. Last 
‘December pc Bank said that it was increas- 
ingits loan-loss provisions to DMi billion, up 
from DM428m in 1999, mainly because of 
worries about its lending to middle-sized, 
staple customers of the co-op banks. Bad 
luck? Unlikely. Other banks have not been 
-so badly hit, and twodirectors have lost their 
_jobs. Around the same time, pG Bank’s plans 
for a merger with Rabobank, a big Dutch co- 
operative, were shelved. All this has helped 
to push it towards an eager Gz-Bank. 
Among the Landesbanken, the agent of 
change is Mario Monti, the European com- 
-petition commissioner. Egged on by the 
_ private banks, he has long worried about the 
: guarantees given to creditors of the Landes- 
: banken and Sparkassen by state govern- 
: ments and municipalities, which also have 
large stakes in their local institutions. These 
guarantees, the charge goes, boost the pub- 
lic-sector banks’ credit ratings and give them 
an unfair edge over private-sector rivals. 
Last week the biggest Landesbank, 
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Westdeutsche Landesbank (Westis), Ger- 
many’s fourth-biggest bank, put a reform 
plan to. Mr Monti. It proposed setting up a 
subsidiary that would take over competitive 
activities such as corporate lending and in- 
vestment banking. A step in the right direc- 
tion; said Mr Monti, but not enough. WestLB 
proposes giving its subsidiary a “comfort let- 
ter” that looks suspiciously like a guarantee. 

Mr Monti has promised to ask detailed 
questions about the plan. Other, smaller 
Landesbanken will pay close attention, be- 
cause their turn is coming. Without the back- 
ing of the state for some of their business, the 
best course may eventually be for some of 
them to merge. Among the co-operative cen- 
tral banks, the days of the old principalities 
are almost gone. They may also be num- 
bered for the Landesbanken. 










Japanese equity bonds 


Under water 


TOKYO 


An go, so-called exchange- 
able bonds (ess), until recently the hot- 
test thing in Japanese finance, have tumed 
out to bea painful dud. Not, of course, for the 
securities industry, which managed to flog 
around ¥3 trillion ($25.6 billion) of them last 
year, pocketing fat commissions along the 
way. Once again, gullible Japanese investors 
laid themselves open to the predations of 
their stockbrokers. 

Exchangeable bonds are designed to ap- 
peal to savers who face paltry interest rates 
on bank deposits and government bonds. 
Usually with a fairly short maturity, EBs offer 
rates of interest anywhere between 5% and 
40%. The catch? Unlike ordinary bonds, the 
investor's principal on Ess is not necessarily 
paid back in full. Rather, the bonds’ value is 
linked to a specific underlying share, or toan 
index such as the Nikkei. If the 
share (or index) falls below a 
predetermined price, even for 
a minute, then the exchange- 
able bond gets redeemed not 
for cash but for the underlying 
security. When the bond ma- 
tures, investors can be left with 
paper worth much less than 
their initial investment. 

In the ten months since last 
April, Japan’s stockmarkets 
have taken a turn for the worse; 
during that time, some two- 
thirds of ess have been re- 
deemed in shares rather than 
in cash, according to the Daiwa 
Institute of Research. Investors’ 
losses have been especially big 
because most Ess are linked to 
technology or telecoms shares, 


such as Sony, Fujitsu and NTT 
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DoCoMo, which have suffered horribly. Ex- 
changeable bonds linked to Softbank have 
done particularly badly; its shares have 
fallen by 90% in the past year. It was no help 
to buy Ess linked to the diversified Nikkei 
225, Earlier this month some ¥20 billion of 
bonds hit their conversion price when the 
index fell briefly below 13,000 for the first 
time in more than two years. 

As so often in Japan, the consumer's loss 
is the broker's gain. ess have been a gold- 
mine for domestic and foreign brokers alike. 
Local brokers that distribute the stuff are be- 
lieved to have made ¥30 billion-75 billion in 
commissions alone. They are also thought to 
have made another ¥90 billion-150 billion 
by marking up the price of eps before passing 
them on. And the architects of the bonds, | 
mostly foreign investment banks such as So- 
ciété Générale, which structured around 
one-fifth of the ex issues last year, have also 
madea mint. 

At least one medium-sized broker, Ichi- 
yoshi Securities, flatly refuses to sell ex- 
changeable bonds to its customers, fearing a ` 
backlash. The firm appears to have learnt its 
lesson from a similar fiasco in 1997, when 
consumers were badly hurt by so-called 
dual-currency bonds. Some foreign invest- 
ment banks also admit their discomfort, at 
least in private. But most say they cannot 
turn down a juicy proposition, particularly if 
competitors are faring so well with it. 

It is said that lots of domestic brokers ar 
now buying the underlying shares in an at 
tempt to bolster their price. According to Jiji, 
a wire service, this has prompted the securi- 
ties commission to start an investigation into 
price manipulation. The sudden flurry of 
broker activity may bea selfless act on behalf 
of customers; brokerages have, after all, al- 
ready pocketed their commissions. Or per- 
haps the firms calculate that the most profit- 
able strategy is to support the market in 
exchangeable bonds, and so leave money in 
investors’ pockets for the next mugging. 
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Pensions in Brazil 


All shook up 


SAO PAULO 


js of Brazil’s chronic economic pro- 
blems are that its people do not save 
enough for their old age, and that its compa- 
nies struggle to raise long-term financing. 
One solution to both is to get more firms to 
set up pension schemes for their employees 
to which both firms and workers contribute: 
the employees would have an attractive 
means of saving for retirement, and the con- 
tributions would provide the Brazilian econ- 
omy with a growing source of long-term 
funding. 

Though Brazil’s pension funds have 
grown steadily in recent years, they are still 
very small in relation to the economy, under 
15% of GDP. The great bulk of firms still lack a 
pension scheme. The government wants to 
boost the growth of pension funds as part of 
its plans to develop the country’s stunted 
capital markets. It is trying to update the 
pensions law in ways that would encourage 
more pension funds to be set up, improve 
transparency and toughen the penalties for 
mismanagement and fraud. 

Yet rows within the governing coalition 
mean that the proposals are stalled in Con- 
gress, along with many other needed finan- 
cial reforms. So in the meantime, the govern- 
ment is trying to sort out scandals and 
financial problems that have long festered at 
existing pension funds. Last November it ap- 
pointed Solange Vieira,a young high-flyer in 
the civil service, as the chief pension-fund 
regulator. There has since been a flurry of 
rule changes as well as an unprecedented 
amount of intervention in the affairs of the 
pension funds. 

Most recently, on February 7th, Ms 
Vieira fined eight funds for exceeding the 
limits for investing in the shares or bonds of 
any particular company. On the same day 
she asked public prosecutors to file criminal 
charges against TransBrasil, an airline, which 
has been collecting pension contributions 
from its staff but not paying them into its 
fund. The problems are worst at the pension 
funds of publicly owned companies, long 
prone to political meddling and corruption. 
These funds have a history of blowing huge 
sums on property speculation and failed 
business ventures. 

Sharpening the funds’ regulation seems 
reasonable. All the same, the funds’ bosses 
are furious with Ms Vieira, whom they ac- 
cuse of making hasty and ill-thought-out 
decisions. Instead of building public confi- 
dence in pension schemes, they say, she un- 
dermines trust by exaggerating the scale of 
the problems. Ms Vieira, in turn, complains 
of funds’ reluctance to admit to the short- 
comings: they should, for instance, be 
putting more realistic values on property 
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A pension that smells like these? 
ventures that have bombed. By her reckon- 
ing, merely to value pension-fund invest- 
ments at book value would mean an injec- 
tion of 9 billion reais ($4.5 billion) to meet 
future obligations. 

The biggest fuss has been over the regu- 
lator’s announcement last month that the 
minimum retirement age will be raised in 
stages, from 55 to 65 (Brazilians are now living 
longer than they used to). The funds com- 
plained that the move would stop compa- 
nies that needed to restructure from being 
able to offer early retirement to a greying 
workforce. The regulator responded by 
putting out a further instruction. The funds 





say itis an about-face. Ms Vieira says she was 
simply clarifying their misunderstanding of 
her first announcement, which says early re- 
tirement can be granted, provided the regu- 
lator deems that the fund can pay for it. 

Shortly before this row there was yet an- 
other, over a ban on pension schemes 
putting money into investment funds that 
charged performance-based fees. Again, the 
pensions bosses protested, and a fresh regu- 
lation was issued that seemed to counter- 
mand the original. Ms Vieira says it was an- 
other financial regulator, the National 
Monetary Council, that put out the first 
regulation; she realised they had erred, and 
issued another to overrule it. Performance 
fees are now acceptable only so long as the 
investment fund outperforms the yield on 
government bonds, which are currently 
around 15%. Regulators suspect that some in- 
vestment funds have bribed pension-fund 
bosses in return for over-generous perfor- 
mance fees. 

The pension-fund bosses complain that 
Ms Vieira’s edicts, heavy-handed and inco- 
herent, actually discourage companies from 
setting up schemes. In principle, they are 
perhaps entitled to be sensitive to this pro- 
blem: Brazilian governments have tradition- 
ally suffered from legislative incontinence, 
issuing a constant stream of ill-considered 
and badly drafted laws and rules. In practice, 
years of slack supervision, in which pen- 
sions problems have mounted, give Ms 
Vieira every reason to act. A pity that com- 
munication between her and the funds has 
broken down. 





Islamic banking 


Forced devotion 


Pakistan’s banks have four months to turn Islamic 


HEN Pakistan's Supreme Court ruled 

at the end of 1999 that Islamic banking 
methods had to be used from July ist this 
year, most bankers assumed that nothing 
much would change. This is not the first 
time, after all, that Pakistan has tried to intro- 
duce an Islamic banking system. 

Now, however, it appears that the high- 
est figures in the land, including Pervez 
Musharraf, the country’s military ruler, as 
well as Shaukat Aziz, the finance minister, 
are committed to the idea. Pakistani bankers 
face the awesome task of completely trans- 
forming the way in which they do busi- 
ness—all in little more than four months. 

The Koran clearly condemns interest, 
whichis called riba in Arabic, as exploitative 
and unjust. But of the world’s Islamic coun- 
tries, only Iran and Sudan have imposed in- 
terest-free banking on their populations. In 
most of the places where Islamic banking 
flourishes, such as Malaysia and Kuwait, 


borrowers and depositors may choose be- 
tween conventional and Islamic banks. Al- 
though the first Islamic banks opened only 
25 years ago, they have multiplied. There are 
now about 170 Islamic financial institutions 
worldwide, managing over $150 billion of 
funds. In recent years, conventional banks 
such as HsBc and Citibank have started of- 
fering Islamic financial services. 

Instead of paying interest on deposits 
and charging it on loans, Islamic banks aim 
to enter into profit- and loss-sharing agree- 
ments with depositors and borrowers. Un- 
der mudarabah, for instance, a bank will 
give money to a borrower on the under- 
standing that it will later share the resulting 
gains according to a ratio agreed upon be- 
forehand. The bank’s depositors will then 
take a share of the bank’s profits on its mud- 
arabah and other contracts, instead of re- 
ceiving fixed interest. 

Some Islamic bankers claim that this sys- 
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His money is just not interested 


temis superior to interest-based banking, for 
reasons beyond religion. Islamic institutions, 
they argue, think more about the future pro- 
fits of their borrowers than about their 
present creditworthiness. Lending decisions 
are therefore longer-term and more likely to 
be prudent. Banks are less likely to fail asa re- 
sult (but see box on this page). 

In other ways, however, Islamic banks 
are less obviously suited to modern econo- 
mies. Judging whether a company will make 
profits in the future is harder than making a 
decision about its current ability to repay a 
loan. A possible perverse consequence of a 
pure Islamic banking system is that a smaller 
number of companies end up getting fi- 
nanced. In addition, Islamic banks offer far 
fewer kinds of financing than the conven- 
tional sort. Pakistani companies may find 
that they can no longer borrow with the de- 
gree of flexibility to which they have become 
accustomed. 

In fact, the great majority of Islamic 
transactions are not based on profit- and 
loss-sharing at all but on murabaha—an- 
other structure that bears a suspicious re- 
semblance to an interest-bearing loan. In a 
murabaha contract, the provider of capital 
buys, say, a piece of machinery for $1,000, 
and the borrower buys it back from the bank 
later for $1,100. According to the murabaha 
rules, the $100 represents a “mark-up”, but it 
works much the same as interest in every- 
thing but name. 

Murabaha lending is likely to be the 
mainstay of Pakistani banks in the next year 
or so. From a bank’s point of view, mark-up 
loans are a relatively easy way to lend with- 
out receiving interest. The more complex 
profit-and-loss transactions will probably 
have to wait till later. Transforming Pak- 
istan’s banking system will involve other, 
more immediate kinds of difficulty, how- 
ever. Although Mr Musharraf has said that 
interest payments on the government's ex- 
ternal debt of $36 billion will continue, it is 
not known whatit will do aboutits domestic 
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borrowing of 1.6 trillion rupees ($25 billion). 
According to Fahim Khan, a member of the 
team that Pakistan’s central bank asked to 
plan the reform, the country’s biggest chal- 
lenge in the next few months will be to finda 
way for the government to raise money do- 
mestically without paying interest. 

Then there is the vital question of what 
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to do about old loans and deposits. Will de- 
positors suddenly be deprived of their ac- 
crued interest and given another type of 
“profit-related” return in its place? Legal 
havoc would follow. Or will Islamic meth- 
ods apply only tonew loans and deposits? So 
far, says Mr Khan, no final decision has been 
made. The path of least disruption would no 
doubt be to respect existing contracts. 

The success or failure of Pakistan’s ex- 
periment in Islamic banking will also de- 
pend on whether the central bank chooses 
tobe liberal or strict in its interpretation of Is- 
lamic law. There is something of a divide be- 
tween places like Malaysia, which tends to 
be flexible and innovative, and the Gulf 
countries such as Saudi Arabia and Bahrain, 
which are more dogmatic. Malaysian Islamic 
banks, for instance, think they have an Is- 
lamic justification to buy and sell existing 
murabaha contracts once they are in place. 
The Islamic Development Bank in Saudi 
Arabia and other authorities in the Gulf 
frown on this. The Pakistani central bank 
would do well to lean towards the Malaysian 
model. The more freedom Pakistan’s banks 
are allowed within their new Islamic frame- 
work, the more likely they are to obey it. 

a 








Full of interest 


ANKARA 


UST as the dust from Turkey’s banking 

crisis in December began to settle, a 

fresh panic happened this week with 
the collapse of an “interest-free” Islamic 
finance house, Ihlas Finans. Turkey’s new 
Banking Regulation and Audit Board said 
that Ihlas faced hopeless liquidity pro- 
blems that stemmed from years of mis- 
management and abuse of depositors’ 
funds. The main index of the Istanbul 
Stock Exchange fell to its lowest level this 
year over fears that other Islamic houses 
might meet the same fate. 

Members of the Oren family, which 
controlled Ihlas Finans, are charged with 
siphoning off some $1.3 billion in deposi- 
tors’ money in an effort to shore up ailing 
businesses within their media and indus- 
try conglomerate, Ihlas Holding. The 
banking board is worried in case panic 
spreads to depositors at other Islamic fi- 
nancial institutions. The board’s chair- 
man, Zekeriya Temizel, insists, for now, 
that these are in good health. 

His words are of little comfort to 
around 200,000 people, including some 
prominent Islamist politicians, who put 
their money with Ihlas. Under Turkey’s 
banking law, deposits with special fi- 
nance agencies or with “Islamic” banks 
are not covered by state deposit insurance 
extended to regular banks. Ihlas custom- 





ers are unlikely to see their money again 
soon, ifever. 

Islamic finance houses were first set 
up in 1983 under Turgut Ozal, the coun- 
try’s pioneering former president and 
prime minister. He launched a radical 
programme of liberalisation to free Tur- 
key’s economy from state control. The 
houses were meant to draw money from 
millions of pious Turks who shunned sin- 
ful interest in favour of gold. They never 
really took off and account today for just 
3% of bank deposits. 

Bankers in Istanbul blame the mess on 
lax supervision. The regulators say they 
want Islamic institutions to convert them- 
selves into regular banks. Enver Oren, the 
family head, pins the blame on last De- 
cember’s liquidity crunch, which was trig- 
gered by a criminal probe into ten failed 
banks. A crisis was averted when the mr 
said it would provide $7.5 billion in fresh 
facilities over the coming year. 

Few people agree with Mr Oren. Ac- 
counts of his ostentatiously unlslamic 
lifestyle, including gifts of villas and jeeps 
to well-known popstarlets, have begun to 
surface in the Turkish media. The coun- 
try’s militantly pro-secular generals, who 
have long campaigned against the mount- 
ing influence of Islamic capital, must be 
having a good laugh. 
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A matter of trust 


Behaviour such as reciprocity and co-operation is not bred in the bone. 


Rather, it responds to incentives and experience 


OW MUCH do you trust your busi- 

ness partners, and how much do they 
trust you? Even in rules-based, litigious so- 
cieties, some measure of trust is essential. 
Contracts cannot plan for every eventual- 
ity, and outcomes are often hard to verify 
anyway. The issue of trust is that much 
more pressing in emerging economies, 
whose threadbare legal systems and poor 
enforcement offer little assurance to inves- 
tors. So how much trust can we expect 
from others? Researchers are beginning to 
find out. 

Intuitively, at least two sets of factors 
might foster a degree of trust. For one, trust 
could serve as a signal of goodwill, either to 
secure co-operation in the short term or to 
ensure the success of a long-term relation- 
ship. On the other hand, the ori- 
gins of trust might be simpler: 
some people might just feel good 
about trusting others. 

Kenneth Clark of the Univer- 
sity of Manchester and Martin 
Sefton of the University of Not- 
tingham examine the first of 
these motivations in a recent pa- 
per. By having subjects play a se- 
ries of simple games, the academ- 
ics measured levels of trust and 
trustworthiness among strangers at 
their first encounter, and then re- 
corded how the levels of trust 
changed over time. The format for 
each game was the “sequential pris- 
oner’s dilemma” (spp), which imagi- 
nes two prisoners being held sepa- 
rately for interrogation on their parts 
in an alleged crime. There are four possible 
outcomes, depending on the prisoners’ ac- 
tions. Should the first prisoner to be in- 
terrogated confess, whilst the second does 
not, then the first is released and the second 
gets 20 years (or vice versa). Should both 
confess, then both get ten years. Should 
neither confess, both get two years. 

In this game the outcome that shows 
the greatest mutual trust between the two 
prisoners is where the first one refuses to 
confess, and the second does the same. 
True, the second player might well be in- 
clined to confess and so get off scot-free. 





lemma: Evidence on Reciprocation”, by Kenneth Clark 
and Martin Sefton, Economic Journal (January 2001); 
“Measuring Trust”, by Edward L. Glaeser et al, Quarterly 
Journal of Economics (August 2000); and “Who Trusts 
Others?”, by Alberto Alesina and Eliana La Ferrara, Jour- 
nal of Public Economics (forthcoming). 


But if the game is played several times, 
maintaining trust gives the best overall 
outcome: players receive two-year sen- 
tences every round rather than each time 
risking ten or 20 years in the slammer. 
Using money as a payoff rather than 
prison sentences as a threat, Messrs Clark 
and Sefton had student subjects play the 
spp ten times. Players kept the same role 
(first or second mover) in each round, but 
were randomly paired with different, hid- 
den partners. During initial rounds, the 
first mover began by trusting (not confess- 
ing) 57% of the time. In. 35% of those cases 
the second mover followed suit, thus ob- 


taining the trusting outcome. By the tenth 
round, however, only 32% of first movers 
were still trusting. And these co-operators 
were rewarded with trust in return only 
38% of the time. The levels of mutual dis- 
trust had ratcheted up in the intervening 
rounds. This evidence belies the idea that 
any given person is, by nature, consistently 
trustful or mistrustful. 

The authors refined their results in two 
ways. They doubled the payoffs across all 
outcomes, and they offered far greater re- 
wards for a solitary confessor. Simply rais- 
ing the stakes had no effect. But in the sec- 
ond case, where the cost of trust was 
increased, the frequency of the trusting 
outcome fell substantially. Again the idea 
that some people are inherently trusting, 
whilst others are not, appears ill-founded. 
Changes in incentives count for much. 

Despite the evidence that trust re- 











sponds toincentives, certain situations fos- 
ter trust more than others. In another game 
of trust, Edward Glaeser of Harvard Uni- 
versity and his collaborators paired off 
players, some of whom knew each other in 
real life. In this game, the first player re- 
ceived $15, of which he could give any part 
to the second player, hidden from view. 
The amount transmitted was doubled by 
the researchers, and the second player then 
sent any part he wished of the new amount 
back to the first player. Here the trusting 
outcome is for the first player to send all $15 
to the second. Then, provided that the sec- 
ond player is worthy of the first’s trust, 
bothcan walk away with $15. Nevertheless, 
the first player has an incentive to keep the 
entire $15. He can only do better if the sec- 
ond player returns more than he keeps. 
Sadly for those with a high regard for 
human nature, the first players sent an av- 
erage of $12.41 to their partners, who re- 
turned an average of 45% of the doubled 
sum. First movers who declared before the 
game that they trusted strangers sent $2.21 
more across, other things equal, 
than counterparts who remem- 
bered their mothers’ advice on 
this subject. The existence of a 
previous acquaintance also af- 
fected behaviour: both the 
amount initially sent, and the 
percentage returned by the sec- 
ond player, rose in proportion to 
the length of time the players had 
known each other. Perhaps unsur- 
prisingly, when players were of 
different races or nationalities, the 
return ratio was much lower. 


A vice to trust all? 

The findings on group identity re- 
ceive more support from a forthcom- 
ing paper by Alberto Alesina of Har- 
vard and Eliana La Ferrara of Bocconi 
University. They merged two decades of 
responses to an American social survey 
with census data on racial mixes in differ- 
ent parts of the country. Their statistics 
show that blacks and members of racially 
mixed communities were far less likely to 
trust others than were whites or others liv- 
ing in racially homogeneous communities. 
Respondents who had recently suffered a 
personal setback—for instance, serious ill- 
ness or financial problems—also reported 
lower levels of trust. This suggests that 
when people revise their expectations of 
fellow humans, it may sometimes be for 
apparently irrelevant reasons. 

Together, the studies argue that trust is 
shaped by experience not native personal 
traits. It also seems that trust is a fragile 
thing, prone to break down altogether. The 
lesson? A handshake is no substitute for 
ready money, or a hard-earned reputation. 
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On human nature 


Rival versions of the human genome have been published at last. Despite 
arguments between the teams that produced them, the results are a huge step 
towards a proper understanding of how humans work 


WHE number of the beast may be 666, but 

the number of the person is 26,588. At 
least, it is according to Celera Genomics, 
which reckons that that is the number of 
genes it has found in the human genome. 
According to the Human Genome Project 
consortium, it is about 31,000. Both figures 
are subject to the usual caveats about mar- 
gins of error. But one thing is clear from this 
week’s publication of the papers containing 
the first drafts of the human genome: it takes 
far fewer genes to make a person than peo- 
ple once thought. 

The publication of the research may 
puzzle those who thought that the race to the 
human genome was over last June. Back 
then, after President Clinton had knocked 
their heads together, the competitors made a 
joint, televised announcement that they had 
breasted the tape simultaneously. But that 
was largely a political gesture. Although the 
full complement of human pna had (more 
or less) been sequenced by then—in other 
words, all of the genetic “letters” that spell 
out the message had been located—little 
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sense had been made of the result. This 
week’s papers are an attempt to extract some 
of that sense. 

Despite last June’s announcement, there 
is little love lost between Celera, a commer- 
cial organisation that hopes to profit from its 
discoveries, and the Human Genome Pro- 
ject, a joint venture between four taxpayer- 
funded American laboratories, a charitably 
funded British one and a scattering of minor 
contributors from around the world. The 
two outfits used different approaches. The 
public project, which began its operations in 
1990, adopted a step-by-step method that 
started with relatively large chunks of pNa 
and broke them gradually into smaller 
pieces. Celera is a relative newcomer. It was 
set up in 1998 and its method, known as 
whole-genome shotgunning, was more 
gung-ho. It smashed entire genomes into 
fragments, and relied on sophisticated com- 
puter programs to fit them back together. 

The teams have published their results 
in different journals. (Ironically, Celera’s re- 
sults are in Science, a not-for-profit publica- 





tion. The public project's contribution ap- 
pears in Nature, one of the most 
commercially astute journals around.) They 
have also been spinning heavily againsteach 
other. Some members of the public project 
reckon that Celera has understated its reli- 
ance on public data (which it used to supple- 
ment its own, in order to get a more precise 
result), and could not have arrived at a 
meaningful sequence without it. Celera, 
meanwhile, points out that the public pro- 
ject’s databases were full of confusing DNA 
from the micro-organisms that are a neces- 
sary part of the method it used. 

Competition, even acrimonious compe- 
tition, is generally a healthy thing. In this case 
it has produced two fairly independent ver- 
sions of the genome that, fortunately for 
both sides, more or less agree. 


Life within 

One intriguing finding is that almost half of 
the human genome leads a life of its own, 
quite unrelated to the needs of human exis- 
tence. It is, in other words, parasitic. Mostly, 
these genetic parasites lie doggo, allowing 
the body's pna-replicating machinery to 
copy them along with the rest of the genome. 
Occasionally, though, they break out and 
copy themselves elsewhere in the genome, 
thus gradually increasing in number. 

This is a puzzle. Chemicals and energy 
are needed to create DNA, so eliminating 
these free-riders, known technically as tran- 
sposable elements, ought tomake evolution- 
ary sense. Other species seem better at this. 
The human load of such parasites is, at 45% 
of its pna, the largest known. Yet where it 
matters, transposable elements can be 
cleared out of the human genome too. Few, 
for instance, are found near the critical re- 
gions known as homeobox gene clusters. 
These clusters contain the master genes that 
control the overall body plan of a developing 
embryo. They are themselves controlled by a 
| The Richard Casement internship | 
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complex of regulatory sequences of DNA 
that switch them on and off in response to 
chemical signals from the rest of the cell. 
Anything that interrupts this regulation will 
get short shrift from natural selection. So 
only 2% of the pna in these parts of the ge- 
nome consists of transposable elements. 

It is difficult to avoid concluding that, 
where they do persist, transposable ele- 
ments must be conferring some benefit. One 
possibility, suggested for a type of parasite 
called a sin (short interspersed element), is 
that it helps promote the production of pro- 
teins when a cell is put under stress. siNEs, 
and other transposable elements, are not 
normally transcribed by the cell’s machin- 
ery to produce the molecular messengers by 
which genes act. Butin the case of sines there 
is an exception: they are transcribed in 
stressed cells. The molecular messenger that 
results serves to block a substance that 
would otherwise slow down protein pro- 
duction. Thanks to sings, therefore, a 
stressed cell may be able to respond more 
rapidly to the threat in question. 

Similar advantages to the continued ex- 
istence of other sorts of transposable ele- 
ment will probably turn up when people 
start looking in detail. And in a few cases 
those elements have been co-opted by their 
hosts to even better effect: it looks as though 
at least 20 genes that play a useful role in the 
human body originally came from tran- 
sposable elements. That is hardly surprising. 
Genomesare not picky about where they ac- 
quire useful material, and transposable ele- 
ments are not the only things to have been 
plundered. More than 200 “human” genes 
have actually been pinched from bacteria. 

These slaves, or immigrants—call them 
what you will—are part of the grand-total 
number of genes that each of the projects 
has come up with. But those totals are 
smaller than many people expected. 


Out for the count 


In the 1980s Walter Gilbert, one of the pio- 
neers of genomics, estimated that the num- 

















Somewhat like a fly 


man genome, have talked of numbers 
between 120,000 and 150,000. It shows how 
wrong you can be. (Though some cynics 
have suggested that higher numbers would 
make drug companies willing to pay more 
for access to the genomic databases main- 
tained by these firms.) 

Another surprise is that the genetic dif- 
ferences between people and other species 
seem smaller than had been supposed. Cel- 
era announced this week that it had finished 
sequencing the genome of that laboratory 
workhorse, the mouse. The last common an- 
cestor of mice and men probably lived 100m 
years ago. Yet according to Dr Venter, the 
firm’s scientists have found only 300 genes 
that people have and mice do not. 

The public project, though it does not 
name such a precise figure, comes to a simi- 
lar general conclusion based on publicly 
available mouse-genome data. To a reason- 
able approximation, a human genome is like 
amouse genome that has been chopped into 
pieces and rearranged (see diagram). The ex- 
act genetic sequences of the shared genes are 


different in the two species, so the proteins 
that result from them are not perfect copies 
of each other. But they are close. It looks, 
therefore, as though the differences betweens 
mice and people have more to do with the 
way that their genes are regulated than with 
what they actually produce. 

Human self-importance can, however, 
salvage something from the fact that mice 
and people are significantly more sophisti- 
cated than invertebrates. They have 1'2 times 
as many genes as a nematode worm, and 
twice as many as a fruit fly (the two other an- 
imals that have had their genomes com- 
pletely sequenced). A large core of shared 
genes deals with such shared processes as 
the release of energy from glucose. But in ad- 
dition to this core, there has been a massive 
expansion in humans (and mice) of the 
groups of genes that control several other 
sorts of function. 

Some of these are no surprise. Immune 
systems are a speciality of vertebrates in gen- 
eral and mammals in particular. One differ- 
ence between the human genome and those 
of worms and flies is therefore the large 
number of genes dedicated to keeping this 
costly but effective system going. 

Other areas of expansion include the 
genes that regulate the nervous system (par- 
ticularly those that are responsible for the 
signalling molecules known as neurotrans- 
mitters) and the blood system. But perhaps 
the most interesting were in two groups of 
genes that help to create complexity. One of 
these was the group whose protein products 
bind to pna and thus regulate the expression 
of genes such as those in the homeobox clus- 
ters. The other was for the group that controls 
the process by which a cell kills itself, which 
is known as apoptosis. 

Apoptosis is an essential act, not a casual 
one. It first came to light in the study of can- 
cer: one way the body deals with cancerous 
cells is to order them to self-destruct. But 
apoptosis is also crucial during embryonic 
development. Some developmental pro- 
cesses are like sculpting in clay. They involve 
adding bits of tissue where 





ber of human genes was 
around 100,000. He based this 
on knowing the number of ge- 
netic letters in the pna in the 
chromosomes of a human 
cell’s nucleus (which can be 
worked out from their weight) 
and guessing how many genes 
might lurk in any given stretch. 

More recent estimates 
have varied wildly. Based on 
his early results, Craig Venter, 
the boss of Celera, came up 
with a figure of between 50,000 
and 80,000. Incyte Pharma- 
ceuticals and Human Genome 
Sciences, two other American 
firms that have been busy cre- 
ating private, though less com- 
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none previously existed. Oth- 
ers are like sculpting in stone. 
They involve carving away tis- 
sue that is already there. This is 
done by apoptosis. The cells 
that die help to make you what 
you are. 


The lessons of history 


Just as cells die out when they 
become redundant during de- 
velopment, so genes die out 
when they become redundant 
during evolution. The human 
genome bears witness to this 
process, too. It is littered with 
things called pseudogenes. 
These look at first sight like real 








prehensive, versions of the hu- 


84 


| genes, but lack the additional 
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uparaphernalia needed to get the cell they in- 
iani to transcribe them. 

— — The existence of pseudogenes is one rea- 
n why it is hard to put a precise figure on 
the actual number of genes in the human ge- 
nome. Merely finding a gene-like sequence 
in the pa is not enough. An independent 
line of evidence, such as a matching protein, 
isneeded to be sure. 

A good example is the sense of smell. 
This depends on a huge number of different 
receptor proteins, each tuned to a different 
sort of chemical stimulus. The production of 
these proteins requires, in turn, a large num- 
ber of genes. In the human genome there are 
mire than 900 stretches of pna that look, at 
first sight, like genes for these smell-receptor 
proteins. But the sense of smell, though quite 
important to people, is by no means as im- 
portant as it was to humanity's ancestors be- 
fore they took to the trees and came to rely 
mainly on vision. The DNA reflects 
this. Close scrutiny of those 900-odd 
“genes” shows that 60% of them are 
broken in ways that mean no protein 
can be copied from them. 

Even broken genes, however, can 
be useful to biologists. Together with 
the transposable elements and the fact 
that significant blocks of pna will oc- 
casionally duplicate themselves and 
pass down the generations without 
apparent harm to the creatures con- 
taining them, they form a sort of fossil 
record of a species’ past. Itis early days 
yet—data from other species, needed 
to. make useful comparisons, are 
sparse—but it is possible to start look- 
ing at the history of the genome itself. 

One surprise is the sheer amount 
of duplication. More than 1,000 exam- 
ples were identified. Usually, such du- 
plications cause illness, if not death 
(Down’s syndrome is the result of the 
partial or complete duplication of chromo- 
some 21). Those that persist, however, have 
an important role in evolution. The addi- 
tional copies of genes they create can be 
modified to do new jobs, while the originals 
carry on with the old ones. It is another way 
for creatures to become more complex. 





Cui bono? 

So much for the science. What use is it all? 
The main hoped-for uses, of course, are 
medical—particularly the development of 
new drugs. One obvious approach is to look 
for genes that produce proteins similar toex- 
isting drug targets. Such genes are called pa- 
ralogues, and the public paper illustrates 
their potential with three examples already 
under investigation. 

One is the gene for a receptor protein in 
the brain. This protein, known as 5-H738, in- 
teracts with a neurotransmitter called sero- 
tonin. This neurotransmitter affects mood 
{anti-depression drugs such as Prozac work 
by boosting the effect of serotonin) and the 
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newly discovered receptor is explaining 
many aspects of serotonin’s function that 
were previously mysterious. The gene for 5- 
H713 is aclassic example of the value of hav- 
ing the full human genome. It was identified 
by searching the genome for sequences of 
DNA that looked similar to a known seroto- 
nin receptor, 5-HT3A. 

A second medically significant gene, 
responsible for producing a protein called 
Cystra, is active in the muscles of the air- 
ways leading to the lungs, and is implicated 
in the development of asthma. This was 
found not by analogy with a known human 
gene, but rather by comparing the human 
genome with the partially sequenced ge- 
nome of the rat, where a similar gene had al- 
ready been discovered. 

A third gene, which is responsible for a 
protein called sace2, was found because of 
its similarity to one of the genes involved in 





the deposition of the amyloid plaques that 
occur in the brains of people with Alz- 
heimer’s disease. It, however, is located in the 
chromosomal region that (when duplicated) 
is implicated in Down’s syndrome. That is 
interesting because Down’s is also charac- 
terised by the deposition of amyloid. 

Each of these three genes is being studied 
by drug companies, and the chances are that 
many more potential targets will be turned 
up when each of the genes in the sequence 
has been well described. Indeed, the public 
paper lists 18 further paralogues of common 
drug targets that its authors have identified 
during the course of their researches. At the 
moment, fewer than 500 human genes (or, 
rather, their products) are known to be the 
targets of existing drugs. Even if only 10% of 
the human genome tums out to be responsi- 
ble for proteins that would make good drug 
targets, that would multiply the inventory 
around sixfold. 

Turning this potential into medicines 
will take a lot of time and money. Another 
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aspect of the genome may yield more imme- 
diate benefits. This is the analysis of single 
nucleotide polymorphisms (snes). 

snps, as their name suggests, are places 
where the genomes of individuals differ by a 
single genetic letter. They are likely to be im- 
portant for two reasons. First, they can be 
used as signposts. Each snp is assumed to 
have.an independent evolutionary origin, so 
if two people share one, the chances are they 
will share the same versions of the genes that 
are near that snr. The snps can thus act as 
markers for particular versions of genes, in- 
cluding those versions that predispose peo- 
ple to disease. The second reason that snps 
are medically important is that some of 
them (the ones that are actually found inside 
genes) are among the causes of those differ- 
ent versions of genes. 

In this context, one of Celera’s findings is 
particularly intriguing. The firm's research- 
ers have discovered that less than 1%of 
sNpsseem toalter the composition ofa 
protein. This suggests that human ge- 
netic variation is the result of only a 
few thousand minor differences be- 
tween proteins. 

Of course, as anyone who plays 
cards knows, even a few dozen differ- 
ent things, let alone a few thousand, 
can be shuffled into a vast array of 
combinations. But this result confirms 
the idea that Homo sapiens is a young 
species—too young to have accumu- 
lated significant genetic variation. 


Crossing the line 


So who won the race? It depends on 
whom youask. The public project’s re- 
searchers, stung by the suggestion 
made when Celera opened for busi- 
ness that they should fold their tents 
and let the money funding them be 
spent on something else, are clearly 
convinced that they did. Given that Celera 
eventually chose to incorporate data from 
the public databases into its own analysis, 
they have a point. In retrospect, the com- 
pany’s timetable was too ambitious if the 
real prize was intended to be a complete Cel- 
era-only sequence. 

But this is to miss a bigger point. Though 
Celera’s researchers are scientists of integrity, 
they are ultimately answerable to their 
shareholders. Their sequence does not have 
to be ideologically pure, it just has to be 
right—accurate enough and detailed enough 
to form the basis of the “value-added” ge- 
netic-information packages from which the 
company currently makes its money. That, it 
certainly is. 

The real winner, therefore, is science. 
When Dr Venter and Celera made their au- 
dacious gamble in 1998, the public project re- 
sponded by speeding up significantly. With- 
out that stimulus, it is unlikely you would be 
reading this article today. 
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An underworld classic 


Dante is more than a revered but bygone giant. There has never been so much 


evidence of his continuing vitality 


THE journey to the underworld is one of 
the oldest motifs in literature. It plays a 
pivotal role in the Babylonian epic of Gilga- 
mesh, in Homer’s “Odyssey” and in Virgil’s 
“Aeneid”. In all these poems, the hero goes 
down among the dead in order to discover 
his destiny—and perhaps also the destiny of 
his race. 

When the Florentine exile Dante Aligh- 
ieri embarked on his version of the journey 
around 1300, he brought his great predeces- 
sor into the poem. It was as if Virgil, being his 
master, could show Dante the way: both the 
way through Hell and the way to write about 
it. Moreover, for Dante, the journey is nolon- 
ger an episode in the tale of an epic hero. The 
poet himself is the protagonist, and his pil- 
grimage—from Hell through Purgatory and 
into Heaven—occupies all three books that 
make up the poem. As Dante travels through 
these different realms, he engages the spirits 
he meets in conversation, some of them peo- 
ple he has known in life, others figures from 
history or myth. Each has a story to tell, and 
Dante’s narrative is also a compilation of 
many stories; and the issues touched upon 
are both personal to Dante and universal. 

“The Divine Comedy” suggests that 
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works of literature are not autonomous arte- 
facts but conversations the writer holds with 
the past. As R.W.B Lewis puts it in his brief 
and readable “Dante”, the poem is autobio- 
graphical: “the journey of a man to find him- 
self and make himself after having been cru- 
elly mistreated in his homeland. It is also a 
rhythmic exploration of the entire cultural 
world Dante had inherited.” Chief among 
the passions dealt with is Dante's love for the 
woman called Beatrice, who, taking over 
from Virgil, leads the poet into Paradise. Was 
Beatrice a real person? She almost certainly 
was, though one suspects that the facts of her 
life and death were adapted to the poem’s 
symbolic system. In an otherwise intelligent 
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and informative biography, Mr Lewis fails to 
discuss such important distinctions be- 
tween life and art. 

It is in a Dantean spirit of dialogue with 
the past that literary translations come 
about—and translation is increasingly re- 
garded as a major form of literary art. The 
“Comedy” in its entirety was not put into 
English till the end of the 18th century, when 
Henry Francis Cary, a librarian at the British 
Museum, began a version that was eventu- 
ally published between 1805 and 1814, and 
which still stands as a classic of its kind. 

Like every translator since, Cary had 
choices to make. Prose or verse? Rhymed or 
unrhymed? Cary chose blank verse, which 
was suitable for epic, but turned Dante into 
too much of an Italian Milton. Over the next 
200 years, a few more English versions ap- 
peared, of varying quality and approach. But 


in the last 20-30 years there has been an ex- 


plosion: one version of the “Purgatorio”, five 
of the “Inferno” and four of the whole 
poem—rather more than in the previous 650 
years. Among these, Charles Singleton’s 
prose version with Italian text and copious 
notes (Princeton University Press, 1970; reis- 
sued in 1977) and Peter Dale’s verse transla- 
tion (Anvil Press, 1996) stand out as excellent 
examples of their kind. 

What explains the enduring appeal? 
“The Poets’ Dante” is an attempt, in part, to 
answer this question. A collection of essays 
on Dante by modem poets, it begins with 
Ezra Pound and TS. Eliot, the founders of 
English modernism, who between them did 
more than anyone to keep Dante on the up- 
to-date poets reading-list. Their Dante, 
though—as Seamus Heaney points out in a 
gripping lecture—is not quite the same as 
Osip Mandelstam’s, whose jaggedly futuris- 
tic “Conversation about Dante” is also in- 
cluded. Persecuted by Stalin, he speaks from 
the bookless wastes of internal exile and 
identifies with the embittered Florentine, 
driven from his native city by political con- 
flict. Mandelstam’s Dante is vividly particu- 
lar, local and spontaneous, his emotion re- 
sounding still in the sounds of his words. 
Eliot’s Dante, by contrast, is Latinate and 
Olympian, evoking in “the mind of Europe” 
a sublime vision of universal order. 

The truth is that Dante is all these things 
and much more besides. His comprehensive 
outlook is something for which, in our frag- 
mented and rootless modernity, many of us 
yearn. Yet we also identify with Dante the re- 
alist, who speaks with such unencumbered 
directness to us of love and loss, violence and 
greed, hope and injustice--and in language 
thatis atonce high and low. 

All of which presents problems to the 
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translator. In nothing is Dante’s feeling for 
order more apparent than in the poem’s un- 
ique and beautiful form. The celebrated 
rhyme-scheme, called “terza rima”, drives 
the story on in a way that suggests ascending 
steps. It also breaks that forward movement 
into stanzas, which gives the poem its feeling 
of lyrical reflectiveness within the epic scope 
of the narration. To abandon rhyme might 
seem equivalent to abandoning the poem. 
But no translation can capture the whole 
of a poem, as Robert and Jean Hollander are 
aware. Their new version of “The Inferno” 
attempts a sort of compromise:a more or less 
literal version without rhyme or regular me- 
tre. Their rhythms hover uncertainly be- 
tween the ordinary Shakespearean pentam- 
eter and a fairly prosy free verse. Although 
there have been more exciting versions that 
give us something of Dante’s music and 
magic, there has rarely been such a useful 
one. The Hollanders—he is a Dante scholar, 
she a poet—act as latter-day Virgils, guiding 
us through the Italian text that is printed on 
the facing page. Their English is not remark- 
able as poetry, but it can be poetic, and it 
helps us to come to terms with a foreign 
poem that is perhaps the most magnificent 
ever written. 
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Family loyalties 


On the edge 


BLOOD-DARK TRACK. By Joseph O'Neill. 
Granta; 333 pages; £16.99 


F YOUR maternal grandfather was a 
Maronite Christian from Mersin in 
southern Turkey who was interned by the 
British near Jerusalem for more than three 
years during the second world war, a war 
in which his country was nominally neu- 
tral; and if your paternal grandfather was a 
member of the ra who was interned in 
the notorious Curragh prison in the nomi- 
nally neutral Irish republic for four-and-a- 
half years at more or less the same time, 
that coincidence alone would make a 
strong enough theme for a book. When the 
circumstances of the two men’s detention 
are mysterious and their grandson is a 
writer of Joseph O’Neill’s calibre, then that 
book becomes several things at once: a 
gripping detective story, a thoughtful en- 
quiry into nationalism, and a moving evo- 
cation of world war at the edges of its Euro- 
pean theatre. 
Both grandfathers lived in a time when 





Not horrid enough 


N THE gorier bits of “Hannibal”—and 

there are plenty of them—squeamish 
viewers may well decide to shut their eyes 
and think instead of Dante, the cannibal’s 
favourite poet: of Paolo and Francesca, or 
of the love that moves the stars. Oh yes, 
and of the treacherous Ugolino in the 
deepest circle of hell, eating away at an 
archbishop’s brain. 

Hannibal Lecter is both repellent and 
attractive, urbane and deranged. He can 
drop a tercet from the Florentine bard and 
he eats real fingers with his breakfast eggs. 
The tension in his character made Thomas 


Al Dante 








Harris's “The Silence of the Lambs”—and 
the 1990 film with Anthony Hopkins and 
Jodie Foster—compelling. 

Mr Hopkins is back again in “Hanni- 
bal”, which is taken from another of Mr 
Harris’s Lecter novels and directed by 
Ridley Scott. When the film opened in 
America on February 9th, it took a stagger- 
ing $58m in its first three days. Alas, the 
tension is gone. Hannibal at large in Tus- 
cany is just not as scary as when he was 
evilly manipulating events from a high- 
security cell. He has become a stock Holly- 
wood fugitive, buffeted by events but al- 
ways a step ahead of his pursuers. 
These include a revenge-bent 
millionaire, a corrupt policeman 
and an FBI agent, Clarice Starling, 
played by Julianne Moore, who 
took the part when Ms Foster 
wisely turned it down. 

Starling and Lecter do not 
meet until the film is two-thirds 
done, and then the erotic charge 
of the earlier film is missing. Mr 
Scott has also changed the novel’s 
horrid “happy” ending, playing 
his film’s gruesome last scene for 
laughs instead—and leaving the 
story open for “Hannibal mr”. 
Viewers may prefer to curl up 
with Dante—and Count Ugolino. 
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JSEPH O'NEILL 





an ambiguous word could mean death, and 
not necessarily their own. Turkey was a fer- 
ment of intrigue. Mersin, an outpost of 
multicultural Levantines, hard by the dis- 
puted territory of Hatay and the British 
controlled protectorate of Palestine, had its 
full share of foreign visitors looking for 
more than the beach. And over County 
Cork, home to the O'Neills, hung the pres- 
ence of the ira and a frightening number 
of unsolved sectarian killings. 

The experience of wartime made both 
men wary and unapproachable. The gen- 
eration that they fathered in its shadow 
were not keen to question the past. But Mr 
O'Neill, born in 1964 and one generation re- 
moved from the trauma, has a far less in- 
hibited curiosity which takes him from an 
ancient monastery near Jerusalem to the 
wild west of Cork turning over family 
stones with happy abandon. At one stage 
he wonders if he is not doing it “as a pun- 
ishment for the hurt silence which, I rightly 
or wrongly sensed, they’d bequeathed to 
my parents.” 

To uncover his grandfathers’ secrets he 
has to go still further back, to see what 
formed these complex men. His journey 
takes him to the Armenian massacres of 
1909, the fringes of which his Mersin grand- 
father must have witnessed, and to an out- 
burst of Protestant killing in west Cork in 
the 1920s, where the family connection was 
closer and more sinister. It is a journey that 
throws up hard-to-answer questions about 
the conflict between nationalism and the 
rights of minorities. 

It is also a journey that throws up some 
extraordinary coincidences which, occa- 
sionally, the author allows to carry him too 
far. He tries, for example, to establish a par- 
allel between his maternal grandfather, Jo- 
seph Dakak, and Franz von Papen, the Ger- 
man chancellor who ended up as his 
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“country’s wartime ambassador in Ankara. 
jAfter his acquittal at Nuremberg, von Pa- 
en went to the refectory where “his place 
E the table was marked by the presence on 
is plate of Joseph Dakak’s beloved fruit, 
san orange.” Both men loved oranges: gosh. 
But this is a minor fault. Mr O'Neill’s 
sdescriptions of the life of the Levantines in 
Mersin, remembered from childhood holi- 
days spent there with his grandmother, are 
particularly vivid: the mixture of religions, 
none of them very devoutly observed, and 
the mixture of languages, none of them 
spoken very fluently. French is the social 
denominator—the language of cards and 
gossip. It was a blissful existence, a sort of 
paradise, confirmed for Mr ONeill’s grand- 
mother when a snake fell harmlessly at her 
feet as she heard of her husband’s release, 
an Eden regained. 

But this was an Eden that was perma- 
nently at risk. The Levantines felt like out- 
siders, and at times like pariahs. In 1942, the 
varlik vergisi, a discriminatory tax, was 
imposed on non-Moslems. Such menace, 
never far behind the colour and the 
warmth, is ever present in the best modern 
memoirs from the region: in André Aci- 
man’s “Out of Egypt’, an American 
scholar’s recollections of his Jewish aunts 
and cousins in Alexandria before Nasser 
and Suez sent them packing; and in the 
most moving of all: Irfan Orga’s “Portrait of 
a Turkish Family”, where the serpent is fire 
and Eden is never regained. 

Both sets of Mr O’Neill’s grandparents 
lived “in extraordinarily hateful and haz- 
ardous places”, and if you were there, you 
were bound to be tainted by the dangers. 
Anyone born poor and Catholic in Cork in 
1909 faced narrow choices, none of which 
took you far from the rea. And there began 
a journey that led easily to unspeakable 
things, even to complicity with the Nazis. 
“At the time,” recalls Mr O'Neill's Irish 
grandmother, “anyone that was beating the 
English, we were for them. We thought that 
way. But how wrong we were. How wrong 
we were.” Hers is just one of many arresting 
voices in this remarkable family memoir 
about the intricacies of loyalty. 

= 





Drinking fashions 


What bottle 


ABSOLUT: BIOGRAPHY OF A BOTTLE. By Carl 
Hamilton. Texere; 312 pages; $24.95 and £16.99 


OW did an up-tight, state-run liquor 

monopoly in Sweden—a country 
which restricts booze ads to matchboxes— 
come to own one of the hippest, most suc- 
cessful spirits brands in the world? And 
how did the Swedes pull this off with Rus- 
sia’s national drink? The story of Absolut 
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vodka is a perfect illustration of the con 
trick that is modern advertising—the cre- 
ation of something out of nothing. 

Carl Hamilton’s book tells how Absolut 
was invented back-to-front. First came a 
trip to Madison Avenue in 1978 to find an 
image. Absolut’s image broke the rules. 
Even its creators thought the clear, stumpy 
bottle looked like a hospital plasma bag. 
And its ostentatiously simple, go-anywhere 
ads (a bottle with a bow-tie, for example, 
over the slogan “Absolut Elegance”) were at 
odds with the burnished, regional imagery 
that sold most booze. Then came the high- 
end names. Andy Warhol painted the bot- 
tle. Among many celebrity endorsers, Annie 
Leibovitz photographed Salman Rushdie 
clutching a burning ad for Absolut. 

The drink was an after-thought. Once 


ABSOLUT DEFINITION. 





the makers had an image, they found a 
white-coated scientist to devise a recipe, 
which was described on the bottle as being 
more than 400 years old. Despite or be- 
cause of its topsy-turvy birth, Absolut be- 
came a world hit. With annual sales of $3 
billion, it is America’s largest imported 
vodka. Besides drinking it, you could use it 
to explain to Martians what icons are. 

Mr Hamilton, a Swedish journalist, 
gives an inside glimpse into the business of 
imagemaking. He describes the bruised 
egos, the failed ideas and the sometimes 
less than gripping serendipity of product 
placement: Absolut turned up in a James 
Bond film because a friend of the firm 
knew Roger Moore. In too many places the 
book manages to be both breathless and 
over-detailed. Unless you work in advertis- 
ing or are a close student of state liquor 
monopolies, much of the detail will be 
skippable. Nor does Mr Hamilton draw 
general lessons. “Absolut” is best taken 
quick and neat, as a campaign diary of the 
ad game at its most inventive. 
= 





BOOKS AND ARTS 
Eating habits 


Mac attack 


Fast Foop NATION: THE DARK SIDE OF THE 
ALL-AMERICAN MEAL. By Eric Schlosser. 
Houghton Mifflin; 356 pages; $25 


XN burgers and fries a product of the 
profound social changes of the past 50 
years, or were they to a large extent 
responsible for them? The author of this 
diatribe against multinational restaurant 
brands opts for the latter explanation. 
“There is nothing inevitable about the fast 
food nation that surrounds us,” he con- 
cludes. “The triumph of McDonald’s and 
its imitators was by no means pre-or- 
dained.” But it happened nevertheless and, 
in his view, it is to be blamed for many of 
the evils of modern America and their 
global spread. The emergence of the cor- 
porate colossus, followed inexorably by its 
demonisation, is a familiar pattern in 
American business history. 

The modern phenomenon of fast food 
originated in California just before the sec- 
ond world war. Its first manifestation was 
kerb service, with meals delivered to mo- 
torists by comely young carhops. Richard 
and Maurice McDonald, who ran a drive-in 
burger bar in San Bernardino near Los An- 
geles, became tired of having constantly to 
replace their carhops and wash up crockery 
and cutlery. In 1948 they decided to make 
customers serve themselves, while restrict- 
ing the menu to items that could be pre- 
pared by unskilled cooks and eaten with- 
out plates, knives or forks. 

The McDonald brothers were soon 
bought out by the entrepreneurial Ray 
Kroc, who franchised their name and tech- 
niques so successfully that there is now 
scarcely a corner of the world that is free 
from their trademark golden arches, invari- 
ably spawning a cluster of rival chains sell- 
ing hamburgers, pizzas, or fried chicken, 
doled out by smiling teenagers willing to 
accept minimal pay. They are cheap, cheer- 
ful, popular, and children love them. 

So just what is Mr Schlosser’s beef? 
Apart from his nutritional reservations— 
too much fat, salt and sugar—he docu- 
ments how, as the chains expanded, they 
were able to dictate terms to the suppliers 
of potatoes and ground beef, their staple 
ingredients. This caused an upheaval in 
agribusiness, as a few large suppliers 
quickly forced less efficient producers out 
of the market. The drive to keep down costs 
and increase the speed of production led to 
the employment of cheap unskilled labour 
and to the widespread toleration of danger- 
ous and unhygienic practices among grow- 
ers and processors, which regulatory bo- 
dies have failed to police. 

Mr Schlosser, who is a skilful and per- 
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suasive investigative reporter, sees all this 
as a damaging corruption of the free mar- 
ket. He is especially incensed by promo- 
tional techniques aimed at impressionable 
children. A 1997 giveaway of Teenie Beanie 
Babies increased the sale of McDonalds’ 
Happy Meals from 10m a week to 10m a 
day. And a survey found that 96% of Amer- 
ican schoolchildren could identify Ronald 
McDonald, the chain's mascot. Only Santa 
Claus scored higher. 





India’s choices 


Agree to differ 


NEW DELHI 


INDIA UNBOUND. By Gurcharan Das. Knopf 
384 pages; $27.50; 495 Indian rupees. 
MISTAKEN MODERNITY: INDIA BETWEEN 
Wor tps. By Dipankar Gupta. Harper Col- 
lins; 225 pages; 195 Indian rupees 


Lo after discarding comforting 
but self-destructive ideals of self-suffi- 
ciency and economic planning, India is in 
the midst of a great debate about the conse- 
quences. The antis mour two losses: dedi- 
cation to equality and an approach to de- 
velopment that was distinctly Indian. They 
fear, in a word, that India is losing its soul. 
The pros revel in India’s new information- 
technology prowess, the unshackling of 
business, faster growth and the hope that it 
will reduce the country’s appalling poverty. 
They celebrate India’s reconditioned body. 
“India Unbound” is by an unabashed 
pro, an ex-boss of the Indian part of Proc- 
ter & Gamble who has moved into busi- 
ness consultancy and writing (he has done 
a novel and three plays). Thanks to econ- 
omic reforms, he writes, “we have glimp- 
sed paradise again and are on our way to 
regaining it.” The author of “Mistaken Mo- 
dernity”, a sociologist at Delhi's leftish Ja- 
waharlal Nehru University, is an ambiva- 
lent anti. He does not condemn outright 
the reforms of 1991, which entailed deregu- 
lating business and opening India up 
(partially) to foreign trade and invest- 
ment. Like many Indian sceptics, he is 
nostalgic for the days when production 
decisions “were tied umbilically to na- 
tional development and sovereignty.” 
Gurcharan Das is correct that the 
umbilicus was strangling the baby. But 
there is less conflict here than it 
seems. Both sides in this debate are 
avowed enemies of what might be 
called old India, which remains in 
many respects the India of today. Its 
features include discrimination 
against women, caste barriers, Hindu 
chauvinism, official corruption, ad- 
vancement based on patronage and, 
for business, profits without compe- 
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tition. Dipankar Gupta- contends, justly, 
that India’s fascination with western gad- 
getry and lifestyles has not brought moder- 
nity. You can subjugate women and make a 
weapon of religion just as well with a mo- 
bile phone as without one, probably better. 
True modernity, Mr Gupta writes, entails 
adhering to universal norms, upholding 
individual rights, making the state account- 
able. His book pleads with India to put 
modernisation in place of “westoxication”. 

There is nothing here that true globalis- 
ers would not support, with enthusiasm. 
Their argument with the antis is really 
about money. Mr Gupta and others who 
are suspicious of reform seem to share the 
high-minded attitudes of India’s first prime 
minister, Jawaharlal Nehru, who once told 
J.R.D. Tata, head of the country’s most re- 
spected business house, that profit is “a 
dirty word”. To take a more recent example, 
Arundhati Roy, India’s Booker-prize novel- 
ist, not long ago wrote a long and impas- 
sioned article in one of India’s weekly mag- 
azines portraying capitalists, especially 
foreign ones, as plunderers. 

Mr Das, on the other hand, thinks that 
capitalism will cure many of the ills that 
Nehru’s socialism compounded. The cosy 
corruption of old Indian business habits 
cannot withstand competition, he suggests. 
Although the commercial bania caste was 
useful in. kick-starting Indian capitalism, 
Mr Das points out that in a liberalised 
economy governed by rules rather than pa- 
tronage, companies cannot afford to hire 
employees on the basis of caste. As for pov- 
erty, contemporary India’s worst blight, 
education will spread the benefits of econ- 
omic growth to the masses. 
































One problem supporters of reform fac 
is that its effects do not look very egalitar- 
ian, especially in an Indian context. Indians: 
disagree whether the past decade of halting 
reform has reduced poverty. No one dis- 
putes that it has thrown up a vulgar, sharp- 
elbowed new middle class. Mr Gupta, with: 
a tweedy disdain, has made its members 
the villains of his book, not without reason: 
many dodge taxes and welcome the stark 
difference of income that ensures an end- 
less supply of cheap servants. Mr Das nev- 
ertheless concludes that “whether India 
can deliver the goods” will depend a great 
deal on this new middle class. 

Despite its occasional repetitions, “In- 
dia Unbound” is not only more persuasive 
but more enjoyable. Mr Das, whose career 
spanned the darkest and brightest eras in 
Indian economic policy, tells much of his 
story autobiographically. When he was 
manager of the Vicks VapoRub brand in In- 
dia, flu epidemics posed absurd dilemmas: 
should he boost production beyond li- 
censed limits (a punishable offence) or 
leave market demand unsatisfied? 

Mr Das looks back to the rise of Indian 
business families, some of which often be- 
gan with enterprising young men outwit- 
ting British monopolists, and offers man- 
agement advice to their heirs, many of 
them now addled by decades of planning 
and protection. His real interest, though, is 
in the info-tech companies that sprang up 
in the 1990s. They are India’s chance to 
achieve the rates of growth and poverty re- 
duction that East Asia accomplished 
through. manufacturing, or so Mr Das and 
many other rr-besotted Indians believe. 

Though Mr Gupta prefers sovereignty 
to success, he makes good observations 
about the grip of tradition. India’s tendency 
to throw up humanitarian heroes like Ma- 
hatma Gandhi and Mother Teresa is 

a sign of weak institutions, he be- 
lieves: where these are stronger, 
saints are less needed to protect the 
weak. Women stand out in South 
Asian politics, he explains, because 
they are assumed to lack characters 
of their own and can take on the 
charisma of their (often martyred) 
husbands or fathers. All in all, how- 
ever, his book relies too much on 
the author's opinions and too little 
on his expertise. 

Mr Das’s faith that rr plus edu- 
cation will restore India to greatness 
and prosperity can sound over- 
hopeful. And he mentions only in 
passing the urgent needs of agricul- 
ture, which continues to occupy two- 
thirds of India’s people. But his book is in- 
formative, entertaining, and basically cor- 
rect about India’s need to embrace 
capitalism more whole-heartedly, for all 
the costs and risks. 
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Latin American painting 





Filling out the form 


MEDELLIN 


CCT TOW come you paint so 

many fat ladies?” the 
schoolchildren kept asking the art- 
ist. They had come, in their thou- 
sands, to Medellin’s old art-deco 
city hall, now transformed into a 
museum, to see the roly-poly fig- 
ures with vacant, melancholy faces 
that instantly identify the work of 
Fernando Botero, perhaps Latin 
America’s best known living artist. 
He had just given more than 100 of 
his paintings and a dozen of his bul- 
bous bronze statues to the Colom- 
bian nation, and he was on hand 
late last autumn to inaugurate the 
gift. The donation, which includes 
an equal number of works from his 
collection of Impressionist and 
2oth-century masters, is to be shared by his 
native Medellin and by the Colombian capi- 
tal, Bogota. 

Having lived by choice for nearly 50 of 
his 68 years outside Colombia, Mr Botero 
was nevertheless in high spirits on his return. 
He has worked mostly in New York, Paris 
and Tuscany. But the world he paints—with 
its brothels and guitars, its tiled roofs and 


The palette was safer than the cape 





melons, its guerrillas and generals—is recog- 
nisably Latin American, and, to those who 
know, Colombian. Oddly, for a painter from 
sucha poor country, there is a feeling of opu- 
lence and superabundance in his work, as 
people and objects balloon out to fill the 
painting space. 

When repeated by a grown-up inter- 
viewer Mr Botero greets the question about 





po 


Slight problem . 


ON DELILLO'S 
previous novel, 
“Underworld” (2997), 


was a vast behemoth of 
a book. “The Body Art- 
ist” could scarcely. be 
more different. Though 
billed as a novel, it i$ 
| i ¢ really just a short story, 
and slight as a blade of grass. 

The story opens in the kitchen of a 
country house, somewhere outside New 
York, Lauren, a performance artist who 
works with her body, and her husband, 
Rey, a film maker, squabble distractedly. 
Rey leaves suddenly for the city, where, 
we later learn, he shoots himself. 

When Lauren returns to the house she 
finds a stranger in a spare bedroom. The 
stranger cannot or will not explain his 
presence there. Lauren decides that he is 
| harmless and allows him tostay. She nick- 
names him Mr Tuttle. Nothing he says 
makes much sense; nevertheless, over the 
| nextfew weeks he and Lauren talk (after a 
| fashion) a good deal, mostly about Rey. 
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Tue Bopy Artist. By Don DelLillo. Scribner; 128 pages; $22. Picador; £13.99 


Eventually their relationship becomes 
sexual. Yet Mr Tuttle remains mysterious. 
The questions pile up. Who is he? Where 
has he come from? How long has he been 
lurking in the house? Is he mad? Is hea | 
ghost? Is he simply a figment of Lauren’s 
imagination? 

Lauren’s grief is tightly bound up with | 
her sense of time. She is fascinated by the 
curious overlapping of past, present and 
future in Mr Tuttle’s speech (she thinks of 
him as “a man who remembers the fu- | 
ture”), as well as by his spooky gift for | 
mimicry. He repeats fragments of con- | 
versations between Rey and Lauren, imi- 
tating their voices perfectly. In this way 
the story's twinned themes of identity and 
impersonation—matters in which Lau- | 
ren, as a body artist, has a keen profes- | 
sional interest—are drawn out. | 

The story is shot through with beauti- | 

1 
H 





ful images and subtle perceptions. But, be- 
reft of the other conventional pleasures of 
fiction—narrative, character and ordinary 
speech—“The Body Artist” is a frustrating 
and unsatisfying piece of work. 





his trademark fat people with a roar of 
laughter: “That’s the price you have to pay 
for being famous; people tend to oversim- 
plify your work.” In the sing-song accent of 
Medellin that he has somehow managed to 
keep in all the time away, he says 
that he prefers to explain his big 
people with little people's faces by 
using the more technical and paint- 
erly term, “volume”. 

Asachild, Mr Botero was sent to 
bull-fighting school but decided 
that painting would be safer and 
more fun. His high school then ex- 
pelled him for publishing a press ar- 
ticle in favour of Picasso and he fled 
provincial Medellin for good. First, 
in Italy he discovered Giotto and 
Piero della Francesca, whom he calls 


ona stay in Mexico in 1956, he made 
the visual discovery that deter- 
mined his career: he drew a mando- 
lin with a tiny sound-hole, which 
made the instrument look bigger 
than normal. “1 knew there was something 
important in that drawing,” he says, “and 
my talent was in recognising this fact.” 

Recognition by others came slowly. Like 
his figures, Mr Botero is hard to pigeonhole, 
even among Latin American artists. As to 
possible regional forebears, he has neither 
the epic vision of the Mexican muralists 
(whom he admires) nor the modernist com- 
mitments of earlier 2oth-century Latin 
Americans such as Joaquin Torres-Garcia, 
Wilfredo Lam or Roberto Matta. Despite the ` 
toylike feel of his figures, he is too knowing to 
bea primitive, and for all his seemingly topi- 
cal references—mocking scenes, for exam- 
ple, of military juntas—he is too dreamy to 
bea chronicler and too gentle for a parodist. 
Some critics have bracketed his work with 
the magical realist novels of his fellow Co- ` 
lombian, Gabriel Garcia Marquez. But this. 
does not really work either. The truth is, Mr 
Botero is one of a kind. He himself describes. 
his work as having a Colombian heart and 
an Italian head, with “a European painterly 
vocabulary and touches of Latin America’s 
pre-Colombian and folk arts.” 

Being a figurative odd man out did not 
help him in New York or Paris in the 1960s, 
when abstraction or pop were what sold. As. 
a quirky, classicising Colombian obsessed 
with volume, when flatness was the rage, he ` 
was cold-shouldered, or worse. One New 


York critic described his voluptuous nudes =; 


as “fetuses begotten by Mussolini on a peas- 
ant woman”.Gentler voices wondered, with 
some justice, if Mr Botero had not stumbled 
on a “thing”, which he then turned into a 
brand, without ever developing artistically. 
Certainly the initial kick from his work does 
not get stronger, and in his many classical al- 
lusions there is kitsch as well as homage. 
Persistence, all the same, paid off. A 
breakthrough of sorts came in 1961, when he 
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“the true masters of volume”. Then. 
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sold to the Museum of Modem Art in New 
York a Mona Lisa, mischievously painted in 
the style of an abstract expressionist. Sales of 
his paintings began to rise, and in 1979 his 
work was crowned with a retrospective at 
the Hirshhorn Museum in Washington, pc. 
(This success did not come without family 
misfortune: in 1974 acar smash had killed his 
small son and left him badly injured.) 

Does the adversity show? Crossing his 
arms and raising his chin, Mr Botero says: “I 
have never been guided by what critics say, 
but by what I admire in the history of art.” It 
sounds arrogant. But he concedes that land- 
scape—“empty space”—has defeated him, 
and he ends with the thought that he will 
never resolve anything completely. 

Mr Botero still works every day in one of 
his many studios on either side of the Atlan- 
tic. But not in Colombia, where a kidnapping 
threat hangs over the rich or famous (he is 
both). If peace came to his country, he says, 
he would love to return home, adding—as 
matador or painter?—that maybe he could 
then “teach someone a thing or two.” 


South African cartoonists 


Inky devils 


JOHANNESBURG 


ONATHAN SHAPIRO had yearned to be 

a cartoonist since he was small. But 

growing up in South Africa under apart- 
heid, he was not free to do as he pleased. As 
a young white man, he was conscripted 
into the army, where he was harassed for 
his radicalism, and put on sentry duty with 
a dummy rifle made of wood and lead pip- 
ing. His drawing skills were forcibly squan- 
dered on menu illustrations and get-well 
cards for officers injured in stupid acci- 
dents, such as the one who burned himself 
trying to douse a braai with petrol. 

In his spare time, Mr Shapiro drew 
satirical cartoons for underground pam- 
phlets. The authorities objected. His work 
was periodically banned. He was hauled 
out of bed at night by the security police, 
frequently interrogated and briefly 
jailed. At one point, he was forced 
to go into hiding behind granny 
© glasses, inexpertly dyed orange 

. hair and a goatee. 

It was easier then to be a car- 
toonist in South Africa. “It is much 
harder now,” says Mr Shapiro. “In 
the old days, you knew where you 
stood, and who the enemy was. 
But now I have to take a more nu- 
anced line.” 

Such sentiments are common. [el , 
The end of apartheid deprived * a 
South African artists of a bottom- “TAN 
less treasure chest of material. At 
least one cross-dressing comedian 
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| Tete Devi. Mane ME Do Ir. By Zapiro. 
David Philip; 160 pages; 72 rand. 

THe Mapams Are Restless. By S. 
| Francis, H. Dugmore and Rico. Rapid 

| Phase; 176 pages; 77 rand. 

PENPRICKS: THE DRAWING OF SOUTH 
AFRICA’S POLITICAL. BATTLELINES. By 

| Ken Vernon. Spearhead Press; 200 pages; 

| 153 rand 
fees | 


took a year off to find his bearings and un- 
cover new targets. Newspaper cartoonists, 
by contrast, obliged to produce a new doo- 
dle every day, had to grapple with the new 
order straight away. On the whole, they 
have done a good job. 

Mr Shapiro, who goes by the nom de 
crayon “Zapiro” (see cartoon below), is the 
best. Last year, when the South African 
government. was pondering whether to 
send peacekeeping troops to Congo, Zapiro 
showed with a single cartoon why this 
would be impractical. A South African sol- 
dier at a roadblock sees the tip of a rocket- 
propelled grenade launcher _ protruding 
from a bush. “Halt,” he cries, “Who goes 
there?” The guerrilla in the bush replies: 
“Congolese Rally for Democracy.” “Hang 
on,” says the peacekeeper, and he turns to 
consult a chart of parties to the Congo war, 
on which seven groups are listed as 
“friend”, eight are listed as “foe” and ten are 
listed as “not sure”. The Congolese Rally for ` 
Democracy, by the way, is labelled “not 
sure”, along with the Congolese Rally for 
Democracy (breakaway). Congo has grown 
no simpler since President Laurent Kabila 
was shot dead last month. 

Before 1994, Zapiro unhesitatingly sup- 
ported the. black liberation movement. 
Now that the liberators are in government, 
he is still sympathetic, but lampoons the 
abuses that power makes possible. 
Crooked officials feel the jab of his pencil, 
but he cheers on Willem Heath; a coura- 
geous judge who was in charge of collaring 
them. In one cartoon, Mr Heath is depicted 
as a character from “Ghostbusters”, enter- 
ing a spooky-looking government building 
to smoke out the “ghosts”—dead workers 
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who still draw salaries. 

The new regime has surprised many by 
pursuing cautious fiscal and monetary 
policies. Economists applaud, but macro- 
economic orthodoxy has yet to spur 
growth, and the poor are still poor, Zapiro 
shows a woman with a baby strapped to 
her back, washing clothes in a puddle out- 
side her shack. Her son sits on a crate 
nearby, reading a newspaper. “You'll be 
glad to know,” says the boy, “that accord- 
ing to the analysts, the economic funda- 
mentals are in place.” 

For lighter, but still barbed cartoons, try 
Madam and Eve. This popular strip (now 
also on tv) tells of a white “madam’—big 
perm, big earrings, smw--and her black 
maid, Eve. The three cartoonists, S. Francis, 
H. Dugmore and R. Schacherl, take South 
African stereotypes and gently play with 
them. Gwen, the madam, is bossy, stingy 
and idle. How many madams does it take 
to change a lightbulb? Two: one to watch tv 
and the other to call the maid. Eve, much 
the smarter of the two, is forever devising 
new ways to make extra money or goof off. 

When this formula flags, the cartoonists 
throw in topical fantasies. For example, the 
soccer official who denied South Africa the 
chance to host the World Cup in 2006 visits 
the country and is sent bungee-jumping 
with only knotted bedsheets to break his 
fall. The authors even South-Africanise old 
nursery tales. Rapunzel lets down her hair 
from her window only to see it singed on 
an electric fence below. Hansel and Gretel 
nibble at the witch’s gingerbread house, 
whereupon the witch hits her panic button 
and summons security guards. 

Finally, for anyone interested in the 
past but lacking the energy to read a more 
academic tome, Ken Vernon, a journalist, 
has compiled a cartoon history of South 
Africa. It is impressionistic, but revealing. 
Nineteenth-century cartoons are either 
pro-British or pro-Boer; blacks appear only 
as peripheral savages. By the latter half of 
the 2oth century, though, the drawings 
show a struggle between those who wanted 
to grant more rights to blacks, and those 
who wanted to deny them. 

A cartoon by John Jackson in 
the Cape Argus in 1959 was espe- 
cially prescient. It shows Hendrik 
Verwoerd, the then prime minister, 
trying to lead two ferocious dogs 
over a narrow bridge, each strain- 
ing at the leash to bite the other. 
One dog is labelled “apartheid”, 
the other represents the South Afri- 
can economy. Partly because it was 
so difficult to do business when the 
law compelled firms to hire by skin 
colour instead of skill, apartheid 
South Africa stagnated. It is a les- 
son the country’s current rulers 
would do well to heed. 
etre rtm eh ne pas Salas | 







THE ECONOMIST FEBRUARY 17TH 2001 











ara 


HE simple facts of Anne Lind- 

bergh’s life are that she mar- 
ried Charles Lindbergh, the first 
person to fly solo across the At- 
lantic, a feat that briefly made 
him the world’s most famous 
man; and that she endured what 
was called the “crime of the cen- 
tury” when their first child was 
kidnapped and found murdered. 
But Anne, far from being a simple 
soul, was interestingly compli- 
cated. Her husband was the sim- 
ple one, a man happy mainly 
with machines. 

In 1927, Lindbergh, aged 25, 
until then an airmail pilot, flew a 
single-engined aircraft, The Spirit 
of St Louis, from New York to 
Paris. Wildly enthusiastic crowds 
greeted him in France, and even 
wilder ones on his return to the 
United States. The Atlantic had 
often been flown before, notably 
by John Alcock and Arthur 
Brown, Britons who had made 
the first non-stop flight in 1919. 
But a lone challenger against the 
elements makes a special appeal 
to the public’s imagination. 

Lindbergh, the tall, shy hero 
of this seemingly crazy adven- 
ture, matched America’s mood of 
the time. This was the “jazz age” of 
Scott Fitzgerald, driven by a 
madly speculative economy. 
Anne Morrow, as she then was, 
aged 21 and still at university, can 
be forgiven for writing in her di- 
ary about the impact on her of the 
unassuming “boy” who had pitted himself against nature, solely 
and bravely. What could she say to him, she wrote, that would not 
be “frivolous, superficial”? Whatever she said, she charmed the 
mythmaker at a reception in Mexico city given by her father, the 
American ambassador. Two years later, in 1929, they were mar- 
ried. Charles, she wrote, was “a knight in shining armour, with 
myself as his devoted page.” Later, she was to observe that this was 
hardly a good basis for marriage. 


The kidnap 


The late 1920s and 1930s were a time of aviation feats. Anne and 
Charles flew here and there, setting new records, charting new air- 
routes and being feted by royals and dictators. She learnt to fly and 
became his co-pilot and navigator. Newspapers happily called 
them “the first couple of the skies, the eagle and his mate”. Money 
was nevera problem. Charles wasa well-paid adviser to America’s 
growing aviation industry. And, anyway, Anne’s father was a mil- 
lionaire banker. 

In 1932, their son was taken from their home in the optimisti- 
cally named Hopewell, New Jersey. After ten weeks of false leads 
and attempts to pay ransom, the child was found dead, apparently 
killed on the night of the kidnapping. A carpenter was tried and 
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OBITUARY 


Anne Lindbergh 


Anne Morrow Lindbergh, a hero’s 
co-pilot, died on February 7th, aged 94 





executed for the crime in 1936. The 
Lindberghs had five other chil- 
dren, which suggested to outsid- 
ers that their marriage was a close 
one. A. Scott Berg, who was given 
access to the family papers after 
Charles’s death in 1974, wrote ina 
biography that the marriage was 
a “case history of control and re- 
pression”. Some thought that 
Charles, at heart a mechanic, ap- 
plied to personal matters the 
same control he sought with his 
machines. Anne had an affair 
with Antoine de Saint-Exupéry, 
another aviator, and another 
hero, this time to the French, but, 
as expressed in his writing (“Night 
Flight”, “The Little Prince”) a more 
sensitive man than Lindbergh. 

Anne Lindbergh wrote 13 
books. The best known is “Gift 
from the Sea”, published in 1955. It 
was an instant success and re- 
mained a bestseller for years. The 
book contains much homely phi- 
losophy. Contentment, she 
wrote, could be found through 
solitude and introspection. But, 
perhaps more interestingly, her 
book foreshadowed the growth 
of the feminist movement in the 
United States. At 49, she no longer 
saw herself as the devoted page. 
Although Anne was hardly an ev- 
eryday housewife herself, she 
echoed the experiences of mil- 
lions of women when she wrote 
that the routine of the home “de- 
stroys the soul”. 

For many Americans “Gift from the Sea” was an antidote to 
“The Wave of the Future”, an isolationist manifesto she published 
in 1940 when Europe was in the grip of the second world war. Iso- 
lationism was a widespread, and indeed respectable, political 
force until the United States was attacked by Japan in 1941. But her 
remarks that fascism and communism were inevitable effects of 
the times were not well received. 

In a private letter she called Hitler “a very great man” but “not 
greedy for power”. During a visit by the Lindberghs to Germany in 
1938, Charles had received a medal from Hermann Goering, Hit- 
ler’s air minister. Anne called it “the albatross”. Inevitably, the al- 
batross was recalled by Charles's critics when he, too, sought to 
persuade the United States to stay out of the war. Anne said later 
that she and Charles had at the time both been “very blind” to the 
evils of the system. 

These days Charles Lindbergh still has his admirers. Hero wor- 
ship has become unfashionable except for pop stars, but Charles 
gets a mention in scientific journals for his work on the artificial 
heart. He helped to pay for early research on space rockets. As for 
Anne Lindbergh, although she became aware of the flaws in her 
knight, Charles never quite lost his shine. He opened the door to 
“real life”, she said. 
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COURSES 


Don't be taken in by appearances, you will need 
at least 13 months to fully understand this formula. 
And studying hard is not enough: SDA Bocconi 
MBA is also a school of life. If you want to make 





it, you'll have to use your strengths. All of them. 
This way, by raising your specific qualities to their 
full potential, you will learn to work by enjoying 
yourself. A forma mentis that will last a lifetime. 


The brochure and application forms can be downloaded from our website 


www.sdabocconi.it 
E-mail: MBA@sdabocconi.it 


Tel. ++39-025836.3125/6605 - Fax ++39-025836.3293 


Templeton College| University of Oxford 


SDA BOCCONI 


Bocconi University School of Management 





ines 


‘He who wishes to fight must first count the cost’ 


Sun Tsu 


The Oxford Senior Executive Finance Programme 


29 April — 4 May 2001 | 25 -30 November 2001 


Oxford has for generations prepared the world’s 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. A sound grasp of the principles of financial 
performance still underpins effective leadership. 
Dotcom valuations have strategic implications for 
themselves and traditional firms. The Oxford 
Senior Executive Finance Programme equips you 
with a critical understanding of the elements of 
business which create value. 


Name 


For further information, please visit 
www.templeton.ox.ac.uk/finance, 
or return to: 

Caroline Lomas, 

Templeton College, 

University of Oxford, 

Oxford OX1 5NY, England 

Tel +44 (0)1865 422767 

Fax +44 (0)1865 422501 

Email sefp@templeton.oxford.ac.uk 


Job title 


Company 





Address 


Zip/Postcode 





Tel 


Email 





Templeton College|University of Oxford 
www.templeton.ox.ac.uk/finance 
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N Where Tradition meets the 21st Century 
Leaders in Development: 


Managing Political 
and Economic Reform 


The Netherlands is recognised as one of the most globalised 
F countries in the world. Its oldest university, Leiden (1575) has 
retained over the centuries the highest academic standards 
and is considered one of the leading universities in Europe. 
Its central location near Amsterdam, Schiphol Airport, 

The Hague (the legal capital of the world) and Rotterdam 

Me (the world’s largest port and important business centre), 
offers international students a unique study environment. 


Date: June 11 - 22, 2001 


Participants: Political leaders, senior-level policy makers, 
managers, executives of public affairs organizations, and leaders 
of non-governmental and development assistance organizations 
from developing, newly industrialized, and transitional countries. 
program 

Law, Internationa 
International Taxa 


Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration into an evolving global economy. 


Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy and institutional change; 
to gain a broader perspective on the task of leadership. 






















For these and other degree programmes Start: September 2001 
os y see our website or request Applications are invited 
For brochure and application, please contact: further information at: before: March 31, 2001 


Enrollment Services, Phone: (617) 496-0484, ext. 178 
e-mail: KSG_Execkd@Harvard.edu 


Leiden University Worldwide 
PO Box 9590, 2300 RA Leiden 
The Netherlands 








Internet: www.execprog.org Phone +31 71527 7287 
fax + 31 71 527 7298 ž & : Pree s 

H A R VA R D U N I Vv E R S I T Y study@luwp.leidenuniv.nl “a5 S Universiteit Leiden 
http://international.leidenuniv.nl REN The Netherlands 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 











jumbia, Management Consultant - Accenture, Trinity MBA. 


Natalia Alviar, Co 





Where better to study for your MBA than at the 
centre of Europe’s fastest growing economy? 


Trinity MBA, Dublin, Ireland. 


The Trinity MBA is designed for graduates with a minimum 
of 3 years management or professional experience. 


It’s noted for its intimate class size, its focus on teamwork 
and the international character of both students and faculty. 


Fully integrated into the life of one of the world’s most 

prestigious universities, the Trinity MBA provides a unique 
combination of course work and in-company 
experience - with an emphasis on strategic 
and general management. 


Schoo! of Business Studies, University of Dublin, Trinity College, Dublin 2, Ireland. 
Far information contact: Catherine Wiliams, Admin. Co-ordinator, 
tel: + 353 1 608 1024 fax: + 353 1 679 9503, 
www.tcd.ie/Business_Studies/MBA/ e mail: trinitymba@tcd ie 
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INSTITUT D’ETUDES [pam 
POLITIQUES DE PARIS Ø 


a new dimension in world-class 
Management development 


Extend your global reach 


the cambridge C-MBA $ MBA 
POTENTES EO 


The Cambridge e-MBA is intensive, interactive and business- 
focused to meet the needs of world-class managers and 
organisations operating across continents and time zones. 





© AMBA Accredited Degree. 
© An intensive nine-month bilingual program (French/English). 


© The leading school in Political Science and Economics, 
founded in 1871. 


your organisation the edge in today’s global 
y sadil | €e I ys 


Call +44 (0) 1223 508321 quoting reference JIMA/O20; | ® A distinguished international faculty. 


Visit www.ftknowledge-cambridge.com for mori | @ An urban campus in the heart of Paris. 


yr to enrol online 
Next information session in our premises: 
Thursday, March 15" 2001 at 6.30 p.m. 








PIM UNIVERSITY OF aa 
© CAMBRIDGE Bi knowledge 
Judge Institute of Management World Busin: jucat 
: 174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 88 92 
Website : http : /Imba.sciences-po.fr - E-Mail : mba@sciences-po.fr 





An innovative, four-week program that delivers a unique 
combination of global management perspective, 
leadership acumen, and strategic thinking skills. 


UCLA STRATEGIC 
LEADERSHIP INSTITUTE 


JULY 29 - AUG. 24, 2001 





Nottingham University Business School 


MBA Programmes ( 
4 ° 
For Tomorrows ‘x: 


w to 

























Join senior executives 
from leading companies 
worldwide in an innova- 
tive California environ- 
ment to: 









i 
Te 
= 


e Examine key management functions 






9 Distinctive MBA Programmes 


*General MBA -International MBA *MBA Finance 
*Public Services MBA +MBA Insurance Management 
*MBA Risk and Insurance +Executive MBA 
*Modular MBA MBA in Singapore 

For further details contact the MBA Office: 


Nottingham University Business School 
Jubilee Campus, Wollaton Road, Nottingham NG8 1BB 


Telephone: 0115 951 5500 Fax: 0115 951 5503 


e-mail: mba@nottingham.ac.uk 
www. nottingham.ac.uk/business 


e Hone your strategic thinking and visioning skills 






e Use hands-on e-business applications to integrate 
business and technology 





e Develop workable solutions to your organization's 
most pressing challenges 





e Learn to attack and manage organizational risk 


CALL +1 310.825.2001 


execed @anderson.ucla.edu www.anderson.ucla.edu/ 
programs/execed 


fa THE ANDERSON SCHOOL AT UCLA 
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Working with the EU 


institutional Relations and Public Affairs 


7- DAY INTENSIVE PROGRAMME 
11-17 March, 2001 







Your fast track 


M ideal for those needing immediate practical 
to Brussels ee 


sights into how Europe works and how best 
to work with Europe. 3 


M Keyed to action >with detailed guidance and 
/ examples on how. to lobby, manage corporate 
public affairs and tender-most effectively: within 
: the EY, : 
For detalis, please cont : ` è 
` Favolves some 20 sessions; lectures; case studies, 
. Nisits - all conducted by top Brussels officials and 
Fax +32 (0)2 792 79°28 (PIER ESAES: 


www.ecpab.be m Personal coaching through group work projects. 











The Faculty of Economics and Business Administration at the 
University of Maastricht and the International Labour Office 
jointly offer a one year 





Master Programme of Social Protection Financing 





The programme trains experts in social protection and in 
social protection financing for social security institutions, 
insurance companies, governments, research institutions and 
consultancy companies. This programme is endorsed and 
supported by the World Bank and the IMF. 

















1 Managing social risks: The socio-economics of social 
protection systems. 

The economics of the labour market. 

Financing social protection. 

Social budgeting. 

Actuarial mathematics and actuarial practice in social 
protection. 

Quantitative techniques in health care financing. 

The economies of insurance and pensions. 

Public finance and policy analysis for social protection. 

















mn & wh 














xaa 





The application deadline is March 31st 2001. For additional 
information and application see: 
http://www.fdewb.unimaas.nl/algec/socprotection/ 











Or contact: 

SPF Master Programme 
P.O. Box 616 

Room 2,069 

6200 MD MAASTRICHT 
THE NETHERLANDS 


Email: socprotection.ies @ algec.unimaas.nl 
Fax: +31-43-3884864 
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Recognized as the world’s moat flexible Distance 
Leaming MBA or DBA/PH.D. No bachelors degree 
required for the MBA {or Master's for DBA) if you have 
significant work experience. No time limits, renimum 
of maximum. MBA usually takes one year, DBA twa. 
Transfer students welcome. No required courses. 
You wil not have to study material you already know or 
do sot need. No exams, instead you write papers. 
Leam from successful business leaders/authors 
{many are millionaires}. Faculty members wanted. 
Rushmore University, Dakota Dunes, SÜ USA / 805- 
232-6037 es@rushmore.edu www.distancemba.com 








| ADULTS, EARN YOUR 
| DEGREE AT HOME IN 
JUST ONE YEAR! 


WASHINGTON INTERNATIONAL UNIVERSITY 


low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint.edu 
WEB SITE: www.washint.edu 


6400 UPTOWN BLVD NE SUITE 398-W 
Dept.34 ALBUQ., NM B7T10+USA 

F WA 34@centuryuniversily.edy 
1-800-240-6757 

























FINANCE 


apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 














EUROPEAN MASTER’S DEGREE IN 
HUMAN RIGHTS AND DEMOCRATISATION 


One year full-time EMA with the active support of the European Union 


























This unique academic programme offers the opportunity to learn about human 
rights and democratisation in theory and practice through study in Venice (first 
semester: September - January) and in the 15 EU universities participating in the 
programme (second semester: February - June). 









Places are open to EU citizens, to non-EU citizens and to citizens of European 
countries that have applied for BU membership, All non-EU applicants should 
have a multiple entries Schengen visa for study reasons. 


DEADLINE FOR APPLICATIONS IS MARCH 15, 2001. 


For further enquiries you can visit the E.MA web site at 
http://hrd-euromaster.venis.it, 

contact the E.MA Secretariat in Venice (phone +39-041-526.54,85, fax +39-041- 

$26.29.27) or the co-ordinating university in Padua (phone +39-049-827.36.85, 

fax +39-049-827.36.84) or send an e-mail to ema-applications@ venis,it 












APPOINTMENTS 


SZ 


HGCA 


Statistician 
C. £22,000 + 
EXCELLENT BENEFITS 








HGCA is an industry funded body whose mission is to improve the 
production and marketing of UK cereals and oilseeds. 

You will be responsible for organising/analysing/disseminating the results 
of daily, weekly and annual surveys, providing and recording accurate, 
up to date user friendly statistical informacion via trade and government 
departments. 

A degree in statistics/agriculrural economics is required and experience 
within the agriculture or food industry would be preferred. 

To apply send your CV to HR Dept, Home Grown Cereals Authority, 
Caledonia House, 223 Pentonville Road, London N1 9HY, 

tel no. 020 7520 3941 or by email to hr@hgca.com 

Closing date: 2 March 2001. 

HGCA is an equal eppartunities employer. 
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Professor of Business 
Administration/ 
Economics f/m 


40 hours a week 


Professor of Industrial 
Organization f/m 


The University of Maastricht (UM) is famed for the uniquely small-scale, stimulating and self-motivating 
approach of the teaching provided (problem-based learning). The UM is highly international in its 
orientation. Research is multidisciplinary and approached thematically. 

The UM boasts seven faculties: Medicine, Health Sciences, Law, Economics and Business Administration, 
General Sciences, Arts and Culture, and Psychology. It has a student population of around 11,000 (of which 
some 15% are from abroad) and 3.000 employees. The Faculty of Economics & Business Administration 
offers study programmes in (Fiscal) Economics, Econometrics and International Business Administration. 
In addition, the postgraduate courses (International) Controller and Accountancy are taught and an MBA 
programme is available that is jointly organized with the Haus der Technik. The revision and renewal of 
the economics and business administration programmes, which are largely taught in English, plays a 
pivotal role within the faculty. Recently, a new programme called Infonomics was launched. Next to the 
English language programmes offered, the international orientation of the university is also evidenced by 
the numerous exchange facilities with universities abroad. The research performed by the faculty is 
concentrated mainly in the METEOR research school. METEOR is largely focussed on the functioning of 
organizations. The research institutes of ROA and MERIT are also part of the faculty. 


Universiteit Maastricht 





METEOR, the research school of the Faculty of Economics and Business Administration of the Universiteit 
Maastricht, is inviting applications for a Professor of Business Administration/Economics. 


@ Tasks: As the position will play an important rolein stimulating METEOR's research environment, candidates 
have shown to be team workers in research. Experience with attracting research funds would be an 
advantage. Finally, regarding education, experience with problem-based learning would also be an advantage. 

7 Required: The candidates for this position belong to the best performing researchers in their area. While all 
researchers active in the broad themes of METEOR can apply, typically candidates will have a background in 
one of the following areas: accounting, finance, marketing, micro-economics, organization or strategy. 
Requirements are a dissertation and an established record of publications in the international journals in 
their field. 

Salary: Competitive. 

— Information: Professor Steven Maijoor, director of METEOR (+31 43 388 37 83; s.maijoor@marc.unimaas.nl} or 
professor Franz Palm, dean of the Faculty (+3143 388 38 33; fpalm@ke.unimaas.n)). Further information can 
be found at http://www.fdewb.unimaas.nl/meteor. 

-” Vacancy number: AT2001.037 


Also, the Faculty of Economics and Business Administration is inviting applications for a Professor of 





40 hours a week 


Industrial Organization. 


7 Tasks: The full professor of industrial organization shares overall responsibility for, and is expected to provide 
an important contribution to, education, research and administration at the Organization Studies Group 
within the Department of Management Science. 

7 Required: Applicants are expected to have an excellent track record in teaching and research in the field of 
(empirical) industrial organization and interest in the related disciplines of organization science and 
(international) business administration. 

Salary: Competitive. 

~~ Information: Professor Christophe Boone (+31 43 388 38 06; c.boone@mw.unimaas.nl) or professor 
Franz Palm (+31 43 388 38 33; fpalm@ke.unimaas.nl), Further information can be found at 
http://www.fdewb,unimaas.nl/meteor. 

7 Vacancy number: AT2001.038 


Opting for the UM means opting for an innovative environment offering ample opportunity for individuality 
in work and working methods, as well as regard for personal development. The UM is seeking to achieve a 
variegated workforce with a proportional number of women represented on every level. It goes without 
saying that the employment conditions, which include parental leave and day care options, are outstanding. 


Applications should be submitted within two weeks to: University of Maastricht (please state the number 
of the relevant vacancy on letter and envelope) PO Box 616, 6200 MD Maastricht, or to the e-mail address 
provided. 


Information about the UM and UM vacancies can be found at: http:/ 1 www.unimaas.nl 
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The Facultés des Sciences appliquées and des Sciences 
Economiques, Sociales et Politiques of the Université 
catholique de Louvain, Louvain-la-Neuve, Belgium, announce 
the opening of an academic position entitled 


"Chaire LHOIST BERGHMANS 
Entreprise, Economie, Environnement" 
recently established at UCL by LHOIST, a major 
industrial firm in Belgium. 









DESCRIPTION 

The chair is in the area of technical, economic and social 
aspects of environmental management. A detailed description 
is available at http://www.core.ucl.ac.be/obopportunities. The 
position is to be offered to an experienced scientist, at a level 
corresponding to his/her qualifications, up to full professor. 
The chair includes besides the professorship, the full time 
financing of a research assistant and operating expenses. The 
selected candidate will be located at the Center for 
Operations Research and Econometrics (CORE), an 
international interdisciplinary research center within the 
University devoted to the use of mathematics in engineering, 
economics and management. 








A doctoral degree is required, preferably in engineering, 
economic or management sciences. 


APPLICATION: DEADLINES and PROCEDURE 

Applications from candidates ready to take the position on 
September 1, 2001 should be received by March 15, 2001. If 
the position is not filled by May 1", 2001, a new deadline for 
applications for taking the position in the course of 2002 will 
be announced at that date. 














For other information see the above mentioned website. 


INTERNATIONAL TEAM LEADER 


This senior professional will help manage and expand ESD's international 
activities ~ from identifying and developing JI/CDM sustainable energy 
project climate change opportunities in emerging markets through to 
national and local energy policy activities in the developing world. 
Widely experienced in project and team management in international 
energy and environment markets the successful candidate will be 
educated to MSc,MA or equivalent with at least six years experience, 
with excellent communications, management and leadership skills. 

This post is based near Bath, UK and will involve extensive international 
travel. Salary £30K- £40K depending on experience and capabilities. 


INTERNATIONAL FIELD MANAGERS - Central Eastern Europe 
(CEE) and the Developing World 

ESD is seeking two experienced business development field managers to 
work on ESD’s expanding climate change.and sustainable energy activities 
in CEE and the developing world. Key roles for both posts will be project 
identification, development and effective field team management. 

The successful candidates will be experienced in international energy 
and environment markets, educated to MSc or MA, with at least three 
years international project experience. Based either in the UK or in ESD 
field offices in East Africa and CEE the posts will involve extensive 
travel. Salary C£25k. 


All these positions will require excellent written and spoken English. 
Additional language skills a distinct advantage. For further information 
about ESD and its work visit our website at www.esd.co.uk. 
Applications close end of February. 








ESD Ltd. is a leading international 
climate change and sustainable energy 
company with a rapidly expanding 
project development portfolio in 
Europe and international markets. ESD 
is seeking to recruit to three key posts. 


Please forward your application together with a detailed C.V. to 
Deborah Fox, ESD Ltd.,Overmoor, Neston, Corsham, Wiltshire SN13 9TZ, 
United Kingdom. Tel: +44 1225812102 Fax +44 1225 812103 
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AIR TRADING 









» Case Officers 


London Starting salary up to £42k 






The Office of Fair Trading is an independent non-ministerial 
government department headed by the Director General of Fair 
Trading. It plays a key role in the enforcement of competition 
law, making sure that competition works well in markets for 
goods and services so as to make business more efficient and 
benefit consumers. The Competition Act 1998 has introduced a 
powerful new regime to investigate and take action against 
agreements that restrict competition and conduct which is an 
abuse of a dominant market position. 


OFT is looking for enthusiastic and self-motivated people to 
work as Case Officers in the Competition Policy Division. Posts 
are currently available to work on cases arising in the sector for 
consumer goods industries, on investigations undertaken by 
the cartels branch and in the policy branch. Further posts in the 
sectoral branches and in mergers and policy branches could 
arise in the coming months. 






Case Officers in sectoral branches undertake casework on 
agreements notified, and complaints made, to the Director 
General under the Competition Act 1998. The work will 
include making the initial assessment of cases, investigating 
the more significant cases and drafting decisions and 
guidance. Case Officers in the cartels branch draft adverse 
decisions based on information gathered by colleagues. 
Policy branch provides advice and support to the other 
branches. All posts require contact with companies and their 
professional advisers. Case Officers need to develop expertise 
in competition policy, economics and the relevant law, and 
will undergo training in those areas. 









You must either: 






è be a professional economist, with a Master's degree in 
economics, or a qualified solicitor or barrister, with a minimum 
of three years’ post qualification experience, preferably 
working on competition; or 

è have worked in the competition field for at least three years. 










You must be able to show evidence of academic ability and 
achievement in a working environment. You should have 
strong analytical and drafting skills, sound judgement, good 
teamworking and communication skills, and be flexible, 
impartial and able to work under pressure. You should also 
have the potential to manage staff effectively. 







Initial contracts will be for 3 to 5 years, with a possibility of 
extension or permanent appointment. Higher salary may be 
available for exceptional candidates. 





For more details and an application form write to Harjit Jandu, 
Personnel! Section, OFT, Fleetbank House, 2-6 Salisbury Square, 
London EC4Y 8JX, telephone 020 7211 8719 (24 hr 
answerphone), fax 020 7211 8536, or visit the OFT website 
www.oft.gov.uk 






The closing date for applications is Friday 9th March 2001. 





The OFT is an equal opportunity employer. 


















APPOINTMENTS 


UNIVERSITY OF AMSTERDAM 


Faculty of Economics and Econometrics 
Department of Economics 


The Faculty of Economics and Econometrics, Department of 
Economics invites applications for the position of an Assistant 
Professor of International Economics. 


Assistant Professor 
of International Economics (F/M) 


The appointment will be a full-time position, with a possibility for 
tenure. The salary will be based on qualifications and experience, with 
a maximum of Dfl. 9,150 gross a month. 


Application: 

Applications, together with a Curriculum Vitae, research papers and 
two recommendation letters, should be submitted within three weeks 
of appearance of this advertisement to: 


The Personnel Department 

Faculty of Economics and Econometrics 
University of Amsterdam 

Roetersstraat 11 

1018 WB Amsterdam 

The Netherlands 


Information: 

For further information, please contact Professor H. Jager, 
phone +31 20 525 4195, e-mail: jager@fee.uva.nl 

For more information about the UvA: www.uva.nl 

For more information about the Department of Economics: 
www.fee.uva.ni/ae 


UMFEA 
Y) A eed Nations 


Development Fund 
for Women 


Adviser, Gender Budgets 


Within the Governance Section, the Gender Budget Adviser will support the 
implementation of a global gender budget initiative. Responsibilities include 
programme development and support to country offices in more than 20 in- 
country initiatives, involving global monitoring, evaluation, reporting and 
documentation, and support to the development of tools and capacity building 
activities. The Adviser will liaise with partner implementing institutions, 
support a Global Advisory Committee, coordinate strategic linkages with 
international and regional financial institutions, and develop partnerships with 
other relevant non-governmental organisations. 


Candidates will have a post-graduate degree in Economics, Finance, 
Development or a related field. At least eight years of development-related 
work dealing with gender issues and project and programme development, and 
experience and/or strong networks in more than one major geographic area. 
Good knowledge and contact with specialist agencies, intergovernmental 
organizations and NGO networks worldwide. A proven track record in 
programme implementation and management in working on women's 
empowerment issues would be a distinct advantage. Fluency in English and 
either French or Spanish required. 


The United Nations Development Fund for Women (UNIFEM) provides 
financial and technical assistance to innovative programmes and strategies that 
promote women's human rights, political participation and economic security. 
UNIFEM works in partnership with UN bodies, governments and non- 
governmental organizations and networks to promote gender equality. 


Please send CV or UN Personal History Form (P11) to the attention of Sally 
Campbell, in- English, by fax: (1-212) 906-6705 or e-mail: 
sally.campbell @undp.org. Deadline for submissions is 2 March 2001. Only 
short listed candidates will be contacted. For more information about 
UNIFEM's governance programme, see http://www.unifem.undp.org 
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Economist/Financial Journalist 


Bright economist with ability to write quickly and interestingly about 
monetary policy and other central banking topics required to join small 
team launching new on-line service for financial market participants world- 
wide. Good economics degree and two years’ experience as financial 
journalist/financial analyst or similar essential. Great opportunity to join 
exciting new venture. Salary negotiable. 


Write to: 


_ Managing Director, Central Banking Publications Ltd 
6, Langley Street, London WC2H 9JA 


¢-mail:rpringle@centralbanking co.uk 





Privatisation Transaction and Chemical Industry Experts 


A leading U.K. consulting firm seeks European experts for long- or short- 
term participation in a privatisation project in Egypt. Experienced 
specialists in the following fields are invited to immediately apply: 


* Privatisation transactions/negotiations 

e International and Egyptian law 

e Financial advisory and valuation 

e Management information systems 

e Distressed company/turnaround management 

e Training and human resources redeployment 

e Chemical and manufacturing industry specialists 


All candidates must have prior experience in privatisation and corporate 
restructuring in the chemical industry. Knowledge of Arabic and 
international donor project experience in Egypt is a significant advantage. 


Please apply before 24 February to e-mail: EgyptPriv 
Fax: +44 20 8846 4336 


S p: 


Accountable 


POLICY ADVISER - 
FINANCE & SOCIAL ICY 


Oxford 36 hours p.w. 
£24,500 Contract: 4 years 
We seek a social economist to contribute to work on a wide 
range of poverty issues, including social sector financing, 
international markets, financing for development and 
Oxfam works with economic reform. Leading the research and advocacy 
others to find — work of the team, you will focus on the themes of improving 
lasting solutions access to basic services and making markets work for 
to poverty the poor, working with colleagues globally and in Oxford. 
and suffering. YOU will also represent Oxfam at the highest level with 
external agencies and the media. 
Highly motivated, with excellent research and 
communications skills, you will be educated to Masters 
level in economics or social science, with proven ability 
in complex economic policy analysis. Specialist knowledge 
in the field of finance and social policy, market reform 
and poverty reduction is essential, and a clear understanding 
of development issues, including a strong gender 
perspective, is expected. 
Closing date: 2nd March 2001 
Reference: ID/POL/PA/RB 
For further details, please send a large SAE, 
quoting appropriate reference, to: International 
Human Resources, Oxfam, 274 Banbury Road, 
Oxford OX2 7DZ, or e-mail: ihrapps@oxfam.org.uk 


R) Oxfam 


www.oxfam.org.uk Diversity The difference starts with you 
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Executive $75K-S00K+. Career searching into, within or out of ' 7 » 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique why shouldn't you: 






Looking for the way to achieve that higher level of income? If you're an 
www.careerpath.co.uk international senior executive, over 40, and currently earning $100K+ per 
Fax: Email: year, we can assist you in attaining your goals. Resume Broadcast 














USA/Canada +1 202 4781698  cpamerica reerpath.co.uk international, will manage your career search with the personal contact 
Europe +44 20 75048280  cpeuropei@careerpath.co.uk necessary for success. Our commitment is not just 40 hours per week, but 
Asia / M. East / Aus +66 2 2674688 @bkk. loxinfo.co.th 24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
i (619) 224-9268 or E-mail: 102224.3306@compuserve.com and open the 
doors to opportunity today. 


Resume at Resume Broadcast international 


EB o e P.O. Box 6930, San Diego, California 92166, USA. 
OCG: 


; Tel: 619 224 9257, Fax: 619 224 9268 
f i 2 S > 
Imerneational 









Readerships/Senior 
Lectureships/Lectureships 
~ Organisation Studies 
(Two posts) 








Email: 102224.3306 @ compuserve.com 












Technical Centre for Agricultural and Rural Cooperation 


Aston Business School has two vacancies Further particulars may 

in the areas of Work Psychology. be obtained from: 

Organisation Behaviour or Human mhe Personnel Officer 

iera Management. Background Tet: (0121) 359 0870 
sciplines could be anthropology, 

industrial relations, psychology, political e-mail: b.a.power@aston.ac.uk 

science, history or sociology. Candidates Quote ref: A01/020 

will have a PhD, a strong record of Closing date: 23 March 2001 

publications in top international journals 

and experience of teaching at 

undergraduate and postgraduate levels. Zi) 


Senior posts are offered ọn a continuing 

basis. Lectureships are normally offered ASTO N 
for five years, in the expectation of a UNIVERSITY 
subsequent continuing appointment. 


The School of Management 


Marketing Officer 


| The School of Management is a medium sized school (750 
i 




















The Technical Centre for Agricultural and Rural Development (CTA) is 
an international organisation created under the Lomé Convention to 
promote the transfer, exchange and utilisation of information to 
strengthen agricultural and rural development in the African 
Caribbean and Pacific countries. The headquarters is in Wageningen in. 
the Netherlands. 








CTA is seeking well-qualified candidates for the position of Computer 
Systems Manager at its headquarters. 


For further details see: http:// www.agricta.org/ vacancy.htm 








yA 
Ca, University of St.Gallen 





The University of St. Gallen has a vacancy for 











Professor of Business Management 
with special reference to small, dynamic 


students, including postgraduate) with high standards (RAE business 


Grade 5, QAA excellent 23/24). 


The job is to develop and maintain an integrated marketing 
strategy for the School, covering a range of marketing activities. 


The post is available as of 1 October 2001 or a 


date to be set by mutual agreement. 
The person will require experience of marketing, possibly in 
higher education and will need to be flexible and adaptable. The appointee will have a strong commitment 
to research, teaching and further education in 
the area of small and medium enterprises. 
Possible focuses of research include: start-ups, 
venture financing, entrepreneurship or other 


areas specifically relevant to SMEs. 


The salary is in the range £19,482 - £25,213 per annum on the 
Administrative Grade 2 salary scale. 


Application forms and further particulars may be 
obtained from the Personnel Department. (D), 

| University of Southampton, Highfield, Southampton 

| $017 IB}. 

Telephone: (023) 8059 2750, e-mail recruit@soton.ac.uk 
or minicom: (023) 8059 5595, to be returned no later 
than 09 March 2001. 

Piease quote reference number D/422. 


Candidates should possess a doctorate, first- 
class teaching credentials, a «Habilitation» or 
equivalent research qualification and, 
preferably, practical experience with evidence 
of successful work. Applications, with the usual 
supporting documents, should be addressed 
not later than 15 March 2001 to Professor Dr. 
Peter Gomez, President of the University of St. 
Gallen, Dufourstrasse 50, CH-9000 St. Gallen. 





Working for equal opportunities 






University 
of Southampton 
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“APPOINTMENTS 















The Faculty of Arts of the University of Zurich 
invites applications for the position of 





Professor of Comparative Politics 






Applicants should have experience in comparative empirical research 
and knowledge in the field of different political systems. Prerequisite: 
“Habilitation” or equivalent qualification as university lecturer. The 
teaching language is German. 








A curriculum vitae, a list of publications and further application 
materials should be sent to: 

Dekanat der Philosophischen Fakultät der Universitit Zürich, 

Rämistrasse 71, CH-8006 Zurich, Switzerland. 







Application deadline: 13 April 2001 











y 


Pas University of St.Gallen 


The University of St. Gallen, Switzerland (Graduate School 
of Business, Economics, Law and Social Sciences - HSG) is 
seeking a candidate for a 


senior position at the Full Professor Level 
for its Institute for Technology Management (ITEM-HSG). 


ITEM-HSG is a major research institute at the University of 
St. Gallen engaged in graduate teaching and research in the 
area of Manufacturing, Quality, Innovation and Supply 
Chain Management. It employs more than 50 faculty and 
staff members. The professor is expected to provide 
academic leadership in the area of Technology 
Management, with an emphasis on Innovation. 
Responsibilities include lecturing on the area of Technology 
Management at the Graduate level, supervising candidates 
for advanced degrees, spearheading sponsored research 
projects and industrial research consortia, and providing 
advanced executive education and international outreach, 
The candidate is also expected to be involved in the 
management of the Institute. 


Interested candidates should have a Ph.D. or equivalent 
degree in a relevant area such as business administration or 
science of engineering, considerable teaching experience, a 
strong publication record and preferably management 
experience. 


The successful candidate is expected to assume the position 
October 1, 2001 or at a mutually acceptable date. 


Detailed application should include a current curriculum 
vitae, selected publications and names of references and 
should be sent to the President of University of St. Gallen, 
Professor Dr. Peter Gomez, Dufourstrasse 50, CH-9000 St. 
Gallen, Switzerland. 


The application deadline is March 15, 2001. Applications 
will be kept confidential. 














International. 
HIVIAIDS ign ( e 


Supporting Community Action on AIDS in Developing Countries 


The International HIV/AIDS Alliance supports community 
action. on AIDS in developing countries. To support the 
growth. of our work, we are recruiting the following two 
new positions in our UK secretariat: 


Regional Co-ordinator: Latin America @ £40-45,000 plus 


excellent benefits. Candidates should have strong technical 
skills in community based HIV/AIDS programming and 
fluent Spanish (knowledge of Portuguese would be 
advantageous). 


Field Support Manager: Finance @ £30-35,000 plus 
excellent benefits. Candidates should have strong skills in 
finance, management and accounting. Excellent Spanish 
and French required (Portuguese advantageous). 


Application deadline Friday March 23rd. 
For an information sheet about these posts and the 
Alliance, email: edix@aidsalliance.org 





* WORK IN USA *** 
195,000 EMPLOYMENT VISAS Available! 
IT. Professionals, Engineers, Accountants, etc. 
also, Affiliates (Recruiters) Welcame!! 

Free Info! Send: Name & Address 

Certified Worldwide LLC - Code #. 

P.O. Box 1829, Agoura. Hills 

California 91376-1829 USA 

Fax: +1 818-879-9886 - Attn: WorkVisa 

WorkVisa@GreenCardSpecialists.com 
www.GreenCardSpecialists.com 


Management 
Consultants 


Challenging, exciting positions for MBA's 
from top business. schools with minimum 
3 years experience. 

To work in leading American Consultancies, 


We arrange interviews, visa and relocation. 


Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending 
money, incurring any expense or 
entering into a binding commitment in 
relation to an advertisement. The 
Economist Newspaper Limited shall 
not be liable to any person for loss or 
damage incurred or suffered as a 
result of his/her accepting or offering 
to accept an invitation contained in 
any advertisement in the Economist. 





International Employment and Training Ltd 
45 High St, Tunbridge Wells, Kent TN1 4XL. UK 
Tel: 04892 516164 
Emailinfo@jobsamerica.co.uk 


www.jobsamerica.co.uk 


BUSINESS OPPORTUNITIES 


OFFSHORE BANK FOR SALE 


Offshore Banks Beginning @ US$35,000 | 
| 415.383.6200 {in US) 888.477.3030 | 
E-mail: info@ownabank.com 
www.ownabank.com 


MADERA 


Goh O Ure INC 


BUSINESSES 
FOR SALE 





START YOUR OWN 


CASINO 


Become owner of Internet Casino! 
Best terms on the Web! 
www.SALECASINO.COM 





BUSINESS TO BUY 


Canadian investor seeks to purchase a 

controlling interest in a small, profitable E.U. 

business in manufacturing of service sector. 
Confidentiality assured. 








Delivers full service consulting to European 
or American companies that are considering 
entering markets on the other side of the 
Atlantic. Many of our clients do business in 
the following areas: Multimedia, IT, 
E-commerce, Bio-tech/High-Tech life 
sciences, Venture Capital Consulting, 
Franchising. www.eabo.org 


Tel: 212-972-3035 Fax: 212-972-3026 


Please mail reply to: 

ME LORNE H. MARCHAND, ADVOCATE 
i Westmount Square, Suite 1400 
Westmount, Quebec, H3Z 2P9 
or email: lornemarchand @ge.aibn.com 
fax: (514) 934-0227 


Your reply by email would be appreciated. 
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Our Aim 







liberalised energy markets. 
The Roles 







real impact on people's everyday lives. 







system operator incentives. 










Experience & Qualifications 
+ First degree in Economics or a related discipline (e.g. Law). 






* Experience or knowledge of the energy markets. 
Experience or knowledge of Network Code. 






Proven management skills. 
To Apply 







The closing date for receipt of applications is 5 March 2001. 


ofgem 


Ofgern is an equal opportunities employer. 








TENDERS 


BHARAT YANTRA NIGAM LIMITED 


15/1, Thornhill Road, Allahabad - 211 001, 
Uttar Pradesh,India 


Phone 0532-622524,622769,624585 


INVITATION FOR “EXPRESSION OF INTEREST” 
FOR JOINT VENTURE PARTICIPATION IN 


BHARAT HEAVY PLATE & VESSELS LIMITED 


Bharat Yantra Nigam Limited (BYNL), a Government of India 
Enterprise, intends to induct a Strategic Partner to hold 74% 
of the equity in Bharat Heavy Plate & Vessels Limited a 
subsidiary company set up in 1966. Expression of Interest 
invited before 17:30 hours on 19 March, 2001. Interested 
parties may visit the website www.bhpvi.com for details. 
This announcement is neither a prospectus nor an offer/ 
invitation for sale of equity shares or any securities to any 


institution/public. 
Company Secretary 


WHE BOON AIST BEHRITARY ETTH 2007 


= Regulatory Economists 


London SW1 £2 8,000 - £50,000 (dependent upon qualifications and experience) 


BUSINESS & PERSONAL 





Ofgem is the regulatory authority responsible for protecting the interests of all gas and electricity customers in Great Britain. 
As an economic regulator independent from government, we are committed to providing customers with more choice and better value for 
money in buying energy through the promotion of competition and effective regulation of network monopolies within Europe's most 


+ Experience in regulatory economics or developing and applying policy in a commercial, economic environment. 


* 
+ Experience or knowledge of project management, dealing with heavy workloads, working to tight deadlines. 
° 





Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 
savings in tax, We provide a full range of onshore 
and offshore services designed to save tax for 
you and/or your company. Cail us and we will 
be pleased to show you how our services 
can save you money and maximise the 
value of your assets. 


business 


& personal 
tax solutions 


We have a range of vacancies within our Competition and Trading Arrangements Division, in both the Trading Arrangements Directorate and 
the newly-formed Industry Code Directorate. Managers are required in both Divisions and should have relevant skills and experience in 
regulatory economics and/or the energy industry. You will be working at the very heart of a leading edge organisation, on work that has a 


The Trading Arrangement Directorate is responsible for monitoring the wholesale energy markets with annual turnover of over £13bn to 
ensure that they operate efficiently and are competitive. The Directorate is also responsible for: developing policy as part of the ongoing 
reform of the gas market through the New Gas Trading Arrangements programme; reform of NGC’s transmission access arrangements and 


industry Codes Directorate has been created to facilitate the discharge of Ofgem’s statutory duties under various key industry agreements 
which are at the heart of the wholesale energy markets. With the implementation of the New Electricity Trading Arrangements, the 
Directorate will be responsible for the Balancing and Settlement Code and the proposed Connection and Use of System Code. In gas, the 
Directorate will be responsible for Transco’s, the pipeline operator, Network Code. 
In each of these positions, you will be a promoter of change, overcoming barriers and developing proposals that will make the market more 
effective and deliver greater choice and value to customers through greater competition. You will also act as the voice of the regulator with 
stakeholders from customer groups to government departments and will contribute to the ongoing creation of policies within the organisation. 


If you are interested in applying for a Regulatory Economist position with Ofgem, please contact either our response handling line on 
020 7901 7016 or e-mail recruitment@ofgem.gov.uk, quoting reference number 17/01 to request an application pack. 






SOVEREIGN 


IT OUR WEBSITE 
SovereignGroup.com 











TRAVEL 


> 


| Quality serviced apartments offering best value a 
for money. Our apartments offer great savings 

compared to hotels. Fully serviced, private 
a bathroom, kitchen, TV, telephone, central @ 
heating, elevator. 








EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and treland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


& ‘The Qualifier Group 


*LONDON'A 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 


a Centrally located in Kensington area, a satellite T.V., central heating, elevator, maid 

@ Tourist Board A pproved W service, resident manager. Suit 1-2 persons. 
Ashburn Garden Apartments Brochure by Air-Mail: 

a 3 Ashburn Gardens a 


a South Kensington, London SW7 4DG, UK 


\ 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058. 
info@ksflats.demon.co.uk 
www.ksflats.demon.co.uk 


www.ashburngardens.co.uk 
info@ashburngardens.co.uk W 
Tel: ++44 207 370 2663 
Fax: ++44 207 370 6743 I 
BSE RRR 


CROSSAIR 











Beautifully Appointed Georgian House at Harbour Side 
Uniquely situated overlooking Atlantic on Connemara coast 


Five ensuite double rooms; all mod. cons 


For details: call Dublin, Ireland (00-353)-1-668 2800 
Email: Patrick Williams @economist.com 





BUSINESS & PERSONAL 


LAE E SE SE SE EE SE E 


FOR OUR 110 PAGE COLOUR 
CW Forster (Director) 


Grosvenor Cou 
isle of Man, IM 


| 
WWwwW.0ocra.com - 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 
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For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 
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SENIOR INTERNATIONAL 
SALES REPRESENTATIVE 
- JAPAN 


Are you a Tokyo-based sales executive seeking 
anew challenge with an established global 
company? Euromonitor requires a Sales 
Representative to exploit opportunities for selling 
our premium internet-sited information products 
in Japan. You are a highly self-motivated sales 
professional with a proven track record for selling 
in the business-to-business arena, and will have 
the tenacity, drive, commercial awareness and. 
persuasiveness to find the right contacts and sell 
product benefits. Experience in account 
management, organisation skills and an 
understanding of corporate purchasing dynamics 
would all be added advantages. Fluency in 
Japanese and English are essential. 


If you can prove you are an ambitious, tenacious, 
target-driven individual with a proven sales 
record then we want to hear from you. 


In return we can offer you a unique opportunity 
to further your international sales and account 
management career, with a high basic salary and 
an uncapped commission structure (OTE up to ¥9 
million), as well as an excellent training and 
development package. 


For immediate consideration, please send your 
cv, together with cover letter indicating salary 
history and requirements, to Marc Berman, 
60-61 Britton St, London ECIM 5UX, or 
email marc.berman@euromonitor.com, quoting 
reference IMISJPOO1. 


EUROMONITOR 


One of the world’s leading business information providers 





EE bonmaniere eraat a ns 


BUSINESS & PERSONAL 





o OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 












The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a 


licensed professional firm. 





for OFFSHORE & UK COMPANIES @ the best prices contact us today 













spleen ae 
LICENSED CO. r 


A TRAST MANAGEMENT, ww.scigroup.com/ec. 


Classified advertisements are seen in over 190 countries 
every week. To advertise, please contact: 


Paola Hamdan 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
Email:paclahamdan @ economist.com 


Beth Huber 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email:bethhuber @economist.com 


OFFSHORE 


Lowest Annual Fees 
Fady Made Companies 

Bank jatroductions 

s 450 Nominee Services 
Oshare Croat Caria 


For Sale US $500,000 (File #220) 





For further information, please contact 
CARIBECO USA LTD. 
Gary A. Ferraro, President 
Tel: 561-391-4308 / Fax: 561-447-8724 


CANADA... 


ust one click away 


18 Fax: +44 (0) 20 7836 9817 
con@com-exp.com 
Morley House, 
ant $: 





Canadian immigranon Lawyers 


Offshore Companies, 
Banks, Trusts, Foundations, 


- to invest on the Bank A/Cs 


| NYSE 


- to manage your 
own portfolio 
over the Internet 


www.GLOBAL-MONEY.com 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 
WHITE OR SEND YOUR MANUSCRIPT TO 
MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 
www.minerva-press.co.uk 


- to do all of this 
through a tax-free 
company? 





a THEN YOU HAVE COME 
q f TO THE RIGHT PLACE! 





HANDWRITING ANALYSIS 


Questioned document examination 
and aptitude/character assessment 
for recruitment puposes. 
Phillippa Lavell FAE 
9 Village Close, London NW3 SAH 
Tel.+44 020 7794 6060 Fax:+44 020 7431 4699 

E.mail: scribe@netcomuk.co.uk 
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90-100 Sydney St, Chelsea, 


27-29 Lower Pembroke St, 





For immediate, friendly advice, please contact: 


LONDON: Janson Lotery 8.Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 
Tel +44 (B) 20 7352 2274 Tel: +353 (0) 1 662 1388 
Fax +44 (8) 20 7795 0016 Fac +353 (0) 1 662 1554 
E-mail: Janson@sctgroup.com E-mail: pmurhy@sclint iolie 


LONDON: 



















Londen SW3 GNU 
DUBLIN: 


Dublin 2. ireland. 


The offshore professionals since 1977 





TENDERS 


taiononuntaneeionmsronanth, 


Government of India 


Engagement of an Advisor for Disinvestment in 
Videsh Sanchar Nigam Ltd. 


Expression Of Interest 


The Government of india intends to disinvest through strategic sale, 25% 
of the share capital of Videsh Sanchar Nigam Ltd., the exclusive provider 
of Public International Telecommunication Services and the largest ISP in 
the country, and plans to engage an Advisor to assist in the disinvestment 
process. Interested parties, who wish to act as Advisors to 
The Government of india may visit the following websites for details in 


DIRECTOR (FINANCE), 

Videsh Sanchar Nigam Ltd. 
Lokmanya Videsh Sanchar Bhawan, 
Kashi Nath Dhuru Marg (opposite Kirti College) 
Prabhadevi, Mumbai ~- 400 028, India 
Phone : +91 22 432 2939 


BIDS SHOULD REACH BY 
22nd FEBRUARY 2001. 
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| was above the orcp’s average as recently as 


| 2.0% for the past five years, but even with 





ECONOMIC INDICATORS 








OUTPUT, DEMAND AND JOBS Germany’s industrial output rose by 0.7% in December. Its 
year-on-year growth quickened to 5.5%. Britain’s unemployment, measured by total claimants, 
unexpectedly fell in January to within a whisker of one million—the lowest in 26 years. In the 
same month the jobless rate in Canada edged up to 6.9%. 

























































































% change at annual rate The Economist poll industrial Retail sales Unemployment 
GDP forecasts production (volume) __ rate 
3mthst 1 year 1 year latest year ago 
-15 +4297 -08% 67 Jan 69 
na + 6.7 Oge -11 Ot 3,3 be 36 
na + 7.3 Dect + 64 Now J07 jane 11. 3 
Wis 29 +05 Dee + 3.3 Jar 5:3 Dect 
+ 5.0 Q3  - ) + 28 + 412 +45 Nov + 46 Nov 6.9 Jan 8 
+ 27 g f& +21 na + 8.6 Dec = 1.0 Dec 5.4 Bee 5.4 
France + 2.3 +30 a+ +34 + 26 + 36 + 2.3 No ~_ 1.5 Dee 9.2 Dec 10.6 
l +28 +31 +24 +09 +55 De  - 2.9 de 93 fn 10.1 
+27 %4 +26 +22 +59 -33 Dec -1.2 Nw 10.0 0a 111 
i a p -11 De 4B De 47 
8. A Dec + 2.9 Nov 2.6 De 27 
Spain Mas 39 g +01 +44 Dec = na 13.7 Dec 15.1 
weden + 39 + 4.0 93 0a + 9.9 Nw + 3.7 Dec 3.7 Dect 53 
Switzerland +20 + 3.6 03 na +69 Q3* - 2.0 Dec 2.0 jan* 2.6 
United States + 1.4 +3504 alt +31 Dec + 2.6 Dec 4.2 an 4.0 
Euro area + 24 + 3.3 Q3 +54 + 4.4 Now + 1.2 Nov 8.7 Dec 9.6 











*Not seasonally adjusted. t Averay ge of latest 3 months compared with average of previous 3 months, at annual rate FOct-Dec; claimant count rate 3.5% 
in January. 4Oct-Dee. 








PRICES AND WAGES In January Britain’s annual consumer-price inflation rate fell to 2.7%. 
Excluding mortgages, the rate was only 1.8%, the lowest since records began in January 1976. In 
the Netherlands inflation jumped to 4.2%, the highest since May 1992. In the year to January pro- 
ducer-price inflation slowed to 1.9% in Britain and to 3.8% in Germany. 

































































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices‘  Wages/earnings _ 

3 mths? 1 year 2000 2001 3 mths? 1 year 3mthst 1year 
Australia 4 +12 +58% +46 +4] +10.2 +84 -33 +50% | 
Austria + 28 + 2.6 Dec +21 +17 +21 + 3.2 Jan + 1.9 + 2.2 Dec 
Belgium + 07 +22 Jan +26 +21 +16.2 +10.0 No +37 +1694 
Britain . +13 + 2.7 Jan +24 + 22 +02 + 1.9 Jan + 7.0 +44 dec 
Canada +25 + 3.2 De +27 +24 +49 +35 de +07 + 34 Nov 
Denmark + 13 + 23 +29 +23 +30 +39 Dec +70 +389% 
France +17 _t 16 Dec +17 + 14 +52 +47 De + 46 + 5.3 Q3 
Germany +17 +24 im t20 +15 +08 + 38 Jan na + 1.8 Nov 
italy t31 + 3.0 Jan +25 +21 +61 +62 De +09 + 1.7 Dect 
Japan ae + 07 2 + + 12 Jan pa + 1.8 Dec 
Netherlands + 2.3 + +76 De + 14 + 3.0 Dec 
Spain + 3.0 + + + 50 jan +32 +2403 
Sweden Oo a + + 1. + 37 Dec + OL <+ 21 Now 
Switzerland + 2.0 : + 14 Bec fa + 02 1999 
United States + 27 + 34 De +34 +25 +35 +36b0x +48 + 39 Jan 
Euro area + 2.1 + 2.6 Dec +23 + 19 + 5.7 +54 Dax +12 + 1.8 93 








*Not seasonally adjusted. Taverage of latest 3 m iths compared with average of previous 3 months, at annual rate. 








} 
COMMODITY PRICE INDEX 
America’s timber manufactur- } 
ers want the Bush administration toimpose | 
| steep duties on Canadian softwood im- ` 
portsor negotiate anew bilateral pactwhen $ 
a five-year agreement expires at the end of | | 





March. They claim that Canadian mills get 
unfair subsidies, thanks to prices set by the , 
government that provide them with cheap | 
logs. (The Canadian government owns 95% -i 



























































| 
} 
$ 
of the country’s timber.) The current pact | 
| between the countries limits imports to | 
| America by imposing a tariff above an ini- | 
tial quota. But record imports of Canadian | 
| softwood—95% of them tariff-free—still | 
comprised a third of the American market 
in 2000. With timber prices at decade-long 
lows, it is no surprise that American mills 
are losing money and many have closed. 
1995=100 % change on 
Feb 6th* Feb 13th* one one 
see eek 5 month _year 
Dollar index : 
All items 71.8 M2 - 19 = 53 
Food 705 700 - 28 - 25 
| industriais SSS j 
All BI RS - O07 ~ 87 
Nfa? 66.6 651 = 26 -123 
Metals 797 75 +06 -6l 
Sterling index 
All items 776 774 ~ 07 + 42 
food 76.1 760 - 16 + 72 
Industrials 196 792 406 + 04 
Euro index a - 
All items 101.4 1017 +02 + 11 
Food 995 99 -08 + 43 
Industrials 104.0 AA + 14. a 25 
Yen index on a i 
| All items 87.9 89.0 = 22 + 22 
Food, 82 874 B+ 52 
Industrials 91 (8 10 1 
Gold aie 
$ per oz 263.25 261.05 = 13 -140 
Crude oil North Sea Brent Kii 
$ per barrel 28.58 28.09 +80 ~ 05 
West Texas Intermediate 
$ per barrel 30.26 | 30.12 = 05 











* Provisional. t Non- food agricuiturals. 











@ SWEDEN The outlook for Sweden re- 








GDP 


% increase on a year earlier 


mains good, according to the orcn’s latest 
assessment. The economic trauma of the 
early 1990s is now a distant memory. After 
two years in which the economy has grown 
at around 4% a year, the expansion is pre- 
dicted to slow only modestly, to 3.2%, in 
2001. Not until next year will the slowdown 
bring actual growth into line with potential 


CEE, LOE TRO (tee RESTO ON 
2000* git 


oz 


Balance of payments 
$bn 


A UPE 20 











growth, which the orcp calculates to be 


about 2.5%. The unemployment rate, which Consumer prices* 


% i increase on a year earlier 


1997, is forecast to continue its decline, 
reaching 4% of the labour force by 2002. The 
only small cloud on the horizon is inflation: 
it has been below the Riksbank’s target of 











Unemployment 
as % of labour force 








_ Sweden 








higher interest rates the orcD expects it to 
exceed the target in 2002. 
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MONEY AND INTEREST RATES On February 9th, the Bank of Japan announced a cut in its | E GOVERNMENT DEBT In 1999 Greece's 

discount rate from 0.5% to 0.35%. Demand for government bonds increased, and yields were | government was the biggest borrower in 
i the oecn relative to the size its economy. Its 
total outstanding central-government debt 
was 108% of Gpp—a sharp rise from 1993, 
when the ratio was 102%. Japan was the sec- 
ond-deepest in hock, with debts of 106% of 
Gpr in 1999. In 1993, borrowings by the Jap- 
anese government came to only 61% of Gop. 
| New Zealand’s government has been the 
most successful at reducing its debts; it cut | 
them by more than half, from 65% of Gpr in 
1993 to 31% in 1999. 
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| nent. European stocks also lost ground; telecom and tech stocks led the way. | 
| Market indices % changeon | 
| 2000-01 record Dec 31st 1999 
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| Euro area (FTSE Ebloc 100)" 
| World (MSC) 





~ 12.1 




















“in euro terms. *Morga 
salomon Smith Barney World Government Bond index, total return, in dollar terms. SRebased 
Sennen Tenn OT S ae 


TRADE, EXCHANGE RATES AND BUDGETS Germany had acurrent-account deficit of $7.0 billion in December, capping a total deficit for 
the year of almost $30 billion—50% more than in 1999. Its trade surplus shrank from $69.3 billion to $51.6 billion last year. Japan’s current-ac- 
count surplus in 2000 was 10% bigger, in dollar terms, than in 1999. The trade-weighted Australian dollar fell by 2.4% after a cut in interest rates. 

Trade balance*, $bn Current account Exchange rate 



















$bn The Economist poll trade-weighted* 
latest 12 mths % of GDP, forecast 





month 





= 17893 _ 
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R FOREIGN INVESTMENT Despite con- 
cerns about the slowdown in its economy, 
America remains the most attractive des- 
tination for foreign direct investment, ac- 
cording to an annual survey by A.T. Kear- 
ney, a management-consulting firm. Exec- 
utives of 135 of the world’s 1,000 biggest 
companies gave marks on a scale of one to 
three for their likelihood to invest in foreign 
countries. Size matters. Though the sheer 
scale of the American market still pulls in- 
vestors in, China and Brazil, two big emerg- 
ing economies that are expected to grow 
quickly, now occupy the second and third 
spots. India is also in the top seven. The big- 
gest shift in investors’ outlook, says A.T. 
Kearney, has been towards Mexico. Ameri- 
can firms rate their NAFTA partner as their 
top destination for investment. Executives 
have also brightened their view of Asian 
“tiger” economies. The ratings of both Sin- 
gapore and Taiwan have improved mark- 
edly in the past year. Britain has dropped to 
fourth place, from second last year. Al- 
though the executives said that uncertainty 
over Britain’s entry to the euro could affect 
investment, general economic perfor- 
mance and exchange rates mattered more. 























IDICATORS 








in industrial production, which climbed 7.5% in the 12 months to December. Turkey's monthly 


in foreign-currency reserves at the end of 2000, up from $8.5 billion a year earlier. 








ECONOMY Brazil’scpp grew by 4.4% in the year to the fourth quarter. It was helped by a surge | . 


current-account deficit widened toa record $1.7 billion in November. Russia held $24.3 billion | 
| ; 
| 








































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest “Year ago 
production prices balance account 
China + 74 08 + 2.3 lma + 15 Dec +24.0 San 415.7 1999 163.9 Nov 156.8 
HongKong +104q -01a - i8on -109 ox +920) 1075 os 96.3 | 
india +7208 + 65 nv + 35 - 5.6 0 37.3 Bec 32.7 i 
indonesia +5103 +384 gat + 83 + 6.2 or “22.6 Dec "26.5 
Malaysia +77 415) ox + 14 +1130 295 oe 306 
| Philippines +4803. +366N0v + 69 + 91 Aug i25 oa 128 | 
| Singapore +1050: 4200 De. 4 21 4216 @ | 
South Korea + 92 03 + 47 De + 4.2 Jan +12.9 jan +11.7 Nov 7 q 
Taiwan + 6.6 93 = 2.1 Dec + 2.4 Jan _* 81 ant 75 08 7 106.7 De 
Thailand + 26 Q3 + 15 dec + 1.3 Jan + 56 Dee +920e "32.0 bec | 
Argentina nil g3 < 34 De 1.5 n + 1.1 De -10.5 93 25.2 Dec | 
Brazit F 44 y +75 Dec E 5.4 jan ~ sant an -24.6 Dee 32.5 Now | 
Chile + 58 a 3B pec + 4.7 Jan +15 de — 07 a Aa Now | 
Colombia +310 + O02 de + 85mm +230 + O01Q Bi De | 
Mexico +71 g3 Z 9.4 Dec + 81 jan = 8.0 Dec -16.4 93 ~ 35.5 Dec | 
Peru -18 de + 0.9 Nov + 39 jan = O04 na - 1603 8.5 Nov 
Venezuela + 3.3.93 na + 1263an +144 ra +11.8 Q KEXI Dec | 
Egypt + 6.5 200° + 9.4 20007 + 24 Nov -10.8 93 ~ 0.9 93 12.9 oa i 
israel + 3.0 gs + 6.0 Nov nil Dec ~ 6.9 lan -07 93 23.2 jan 
South Africa + 4507 + 41 de + 70o + 320e -O7 03 61 Now 
Turkey +740 -~42 de + 359 mn -274 Nw L103 Nw 18.8 Nov 
Czech Republic + 2.2 o3 + 14 De + 42an 2330 -19% 13.1 Dec 
Hungary + 46 8 +10.1 Dec + 10.1 jan 23 Bec ~ 1B Dec “2 Bec 
Poland +22 = 22d + 85 de -11.0 Dee - 99 Dec 25.3 Dee 
Russia +790 +25 de + 207 Jan +59.8 Nv +43.8 03 24.3 dec 








“Excluding gold, except Singapore; IMF definition. 1999, Year ending June. **New series 








ready volatile market. Financial and construction shares helped push Seoul up by 4.8%, while 
Bangkok’s gains from earlier in the week were reversed following mscr’s decision not to in- 
crease Thailand’s country weights in its indices. 































































































Currency units Interest rates Stockmarkets % change on i 
per $ per £ short-term Feb 14th Dec 31st 1999 
Feb 14th yearago Feb 14th % p.a. one “in local in $ 
week currency terms 
| China 8.28 8.28 21 5.40 20773 08 + aI + 43 
Hong Kong 7.80 7.78 11.4 5.24 15,860.4 a i 
India 466 436 680 8.58 "4,363.1 
indonesia 9.603 7,425 14,02) 1504 ~ 423.2 
Malaysia 380 380 5.55 3.30 7145 
Philippines 480 405 70 12.31 1,687.7 
Singapore 175 1.70 2.55 2.08 1,966.1 
South Korea 1,252 1,126 1827 5.69 603.8 
| Taiwan 323 307 O am à 515 58877 _ 
| Thailand 42.4 377 61.9 2.75 315.3 
Argentina 1.00 1.00 1.46 6.45 494.9 
Brazil 19 17 2.90 1528 (17,1201 
| ile o 51a aa aa 
Colombia 2,243 ‘1,947 3,275 13.33 O 8397 
Mexico 9.73 9.37 14.2 1707 63601 
Peru “353 3.45 5.2 10413185 
| Venezuela 703 659 1,027 1622 7709 
Egypt 3.88 3.42 5.66 9.09 7,2673 
Israel 410 4.04 5.99 5.72. 457} 
South Africa 7.89 6.34 15 10.45 9,191.9 
| Turkey 683,085 564,050 997,372 46.00 9,971.7 
Czech Republic 376 363 54.9 5.31 465.7 
Hungary 289 260 422 1106 ~ 7,635.8 
Poland 4.09 3.14 597 1855 16,5619 
| Russia 28.7 28.8 41.9 25.00 17867 





*inflation-adjusted. tin dollar terms, 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastrea m, EU; Reuters, Warburg Dillon Read; J.P Morgan 
Chase; Hong Keng Monetary Authority: Centre far Monitoring indian Economy, MEL; EFG—Hermes; Bank Leumi Le=israel: Standard Bank Group; Garanti 
Bank: Deutsche Bank; Russian Economic Trends. 
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Experience counts, 
especially for a brand-new bank. 
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Wiis PALL 


IT'S HERE: THE WIRELESS WEB, AN INCREDIBLE OPPORTUNITY TO DELIVER RICH NEW SERVICES ON NEW DEVICES. BUT THIS SHIP COULD LEAVE 
WITHOUT YOU UNLESS YOU HAVE A HIGHLY EVOLVED NETWORK AND SERVICES INFRASTRUCTURE. LIKE THE ONE SUN™ HAS ENGINEERED FOR THE 
WIRED INTERNET. sun's PLATFORM INcLUDES JAVA™ TECHNOLOGY — T0 LET YOU TAKE WIRELESS SERVICE TO THE OUTER LIMITS ON ANY 

DEVICE—IPLANET™ APPLICATIONS —70 HELP YOU DELIVER QUICKLY WITHOUT REINVENTING YOUR ARCHITECTURE — AND TELECOM-INSP!RED 
SERVERS ano ULTRA-AVAILABLE STOREDGE™ ARRAYS—ro DELIVER THOSE SERVICES WITH DIAL TONE-LIKE RELIABILITY. SUN IS THE DE FACTO 
STANDARD FOR SERVICE DELIVERY THAT LEADING WIRELESS OPERATORS AND NETWORK EQUIPMENT PROVIDERS RELY ON TODAY. 

IT'S ALSO THE FUTURE-PROOF PLATFORM To KEEP YOUR BUSINESS MOVING AT WARP SPEED TOMORROW. 





To learn more, visit: S 
www.sun.com/wireless PN 
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